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FX NEWS
EUR/USD
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The EUR/USD exchange rate depreciated
towards the middle of this reporting week, as
the USD appreciated against the euro, due to
the US labour market strengthening. On the
other hand, it also depreciated due to growing
fear of coronavirus infection in Germany
resulting in falling economic confidence index,
which weakened the European currency. At the
end of Wednesday, the EUR/USD exchange rate
appreciated slightly, after publishing that the
consumer prices growth rate in the USA slowed
down in July. The USD also depreciated due to
the falling return on US government bonds
following a strong auction of 10-year US bonds.
By the end of the week, the exchange rate
recovered. It reached its weekly maximum on
Friday after announcing that US consumer
confidence in August in the USA dropped to a
multi-year low of 70.2.
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In the first part of this reporting week, the
EUR/GBP exchange rate depreciated and stood

at its lowest level since February 2020. Sterling
has appreciated against the euro. The growth
will be short-term and occurred due to the
economy opening, providing only moderate
support to the British currency. By the end of
the week, the EUR/GBP exchange rate
recovered as current expectations of rising
interest rates proved too optimistic.
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On the first day of this reporting week, the
EUR/JPY exchange rate depreciated. Due to the
corona virus spread, China introduced new
restrictions that include flight delays, travel
warnings and other measures, increasing the
demand for safe assets. Later this week, the
exchange rate recovered slightly, as investors’
risk appetite grew due to the publication of data
on strong earnings of corporations, and stock
prices in Asia rose. The exchange rate
appreciation was additionally the result of the
publication of US economic data. It caused
increased speculations that the Fed could start
considering reducing the bond purchase
programme, which reflected on the growth of
demand for risky assets. By the end of the week,
the exchange rate fluctuated, to depreciate on
Friday due to growing demand for safe funds as
concerns about the coronavirus delta strain
caused US consumer confidence to decline.
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Table 1 - Exchange rates
of the most important
currencies

Table 2 - Overview of
the reference interest
of the leading
central banks

Table 3 — Eonia and
Euribor

%
09.08.20211 13.08.20212 Change
EUR/USD 1.1762 1.1797 0.30
EUR/GBP 0.84786 0.85043 0.30
EUR/JPY 129.70 129.30 -0.31
EUR/AUD 1.59903 1.60083 0.11
EUR/CHF 1.07599 1.08019 0.39
usD/JPY 110.25 109.59 -0.60
GBP/USD 1.3872 1.3866 -0.04
Central Bank Reference interest Reference Next meeting
rate interest rate
level
European Central ECB Main 9 September
Bank Refinancing Rate 0.00% 2021
Federal Reserves Federal Funds 0.25% 22 September
Target Rate 2021
Bank of Japan Overnight Call 22 September
Rate -0.10% 2021
Bank of England Official Bank Rate 0.10% 23 September
2021
Swiss National Libor Target Rate 23 September
Bank -0.75% 2021
Bank of Canada Target Overnight 0.25% 8 September
Rate 2021
Reserve Bank of Cash Rate Target 0.10% 7 September
Australia 2021
Change in
09.08.2021 13.08.2021 basis points
Eonia -0.484 -0.484 0.00
Euribor 1W -0.566 -0.574 -0.80
Euribor 1M -0.561 -0.561 0.00
Euribor 3M -0.541 -0.552 -1.10
Euribor 6M -0.524 -0.528 -0.40
Euribor 12M -0.501 -0.496 0.50

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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At the very beginning of this reporting period,
the return on German 10-year bonds was stable
to decline slightly the next day. In the middle of
the week, these bonds recorded a slightly higher
return growth as they followed the recovery of
the US market return. However, on Wednesday,
after the return on German bonds reached a 2-
week high, the release of US consumer price
data resulted in lowered expectations that the
Fed could start reducing its bond purchase
programme. It reflected a decline in return on
German bonds. During the last two days, the
return on German bonds fluctuated and stood
at -0.46% at the end of the week.
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The return on 10-year US government bonds
was growing trend until the middle of this
reporting week. During this period, the return
recovered due to the expectations that the Fed
could begin considering to reduce the bond
purchase programme. However, in the middle
of the week, it was announced that the
consumer prices growth rate in the USA slowed
down in July to 0.5% compared to June. It
resulted in lowering expectations regarding the
withdrawal of the Fed’s support programme.
The return on these bonds increased slightly the
next day as the auction of 30-year US bonds saw
weaker-than-expected demand. Over the last
day, the return on 10-year bonds fell sharply
after announcing that the index measuring
consumer confidence in the USA fell to its
lowest level in 10 years in August.
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The gold price was on a slight downtrend during
the first two days of this week. The decline
came as the USD appreciated against a basket of
currencies due to speculation that the Fed
might begin considering to reducing bond
purchase programme. However, from the
middle of the week until the very end, gold price
was rising. In the mentioned period, it rose as
the USD depreciated against a basket of
currencies, and the gold price increase also
resulted from the consumer prices increase in
the USA in July at a lower than expected rate.
The gold price also rose due to the news that
consumer confidence in the USA fell to a multi-
year low of 70.2.
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The crude oil price rose in the first half of this
week. The oil price growth came about as the
stocks of this fuel fell in the USA in the previous
period. Moreover, the USD depreciation against
a basket of currencies led to an increased
demand for this fuel, which has affected the
price rise. From Thursday until the end of the
week, oil price declined slightly as the
International Energy Agency lowered forecasts
for oil demand for the rest of this year.
Moreover, a couple of leading countries
introduced new restrictive measures aimed at
slowing the coronavirus spread.
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Table 4 — Economic indicators (9 — 13 August 2021)

Country

Euro area

Indicator

Sentix Investors' Confidence

Monthly survey showing market opinion
about the current economic situation and
expectations for the following quarter.
Usually, a higher reading of the index is
considered positive for the euro area,
which is also positively reflected on the
euro.

Period

August

Previous
value

Current
value

Expected
value

29.0 22.2 29.8

Germany

Consumer price index (CPI)

Estimates the changes in the cost of living,
by measuring changes in the price level of
market basket of consumer goods and
services purchased by an average
household in Germany.

(CPI - EU Harmonised) GE

The harmonized index of consumer prices is
an indicator of inflation and price stability,
which uses a methodological concept
applied by all EU Member States.

ZEW Survey Current Situation

This indicator focuses on the results of the
research on the current soundness of the
German economy. It is obtained by
collecting estimates of experts on whether
the current situation is improving,
worsening or remaining unchanged, so the
indicator value is obtained as the difference
between the number of positive and the
number of negative responses. The higher
value of the indicators indicates to
strengthening of the economy and a better
business climate.

ZEW Survey Expectations

This  survey measures expectations
regarding the economic growth for the next
6 months. Experts are surveyed on whether
they expect an improvement or
deterioration, thus the difference between
the number of positive and negative
responses represents the indicator value.

July
MoM%
YoY%

July
MoM%
YoY%

August

August

0.9% 0.9% 0.9%
3.8% 3.8% 3.8%

0.5% 0.5% 0.5%
3.1% 3.1% 3.1%

31.0 293 21.9%

55.0 40.4 63.3

Great Britain

Gross domestic product (GDP)

One of the basic macroeconomic indicators;
represents the market value of products
and services produced within the country.
The following four components are used to
calculate GDP: consumption, investments,
government expenditure, and net exports.

Il Quarter
QoQ%
YoY%

4.8% 4.8% -1.6%
22.1% 22.2% -6.1%

Source: Bloomberg
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