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FX NEWS
EUR/USD

GNL Curnc| 96 Actions » %)) Edit +
[ o7/ 2/2001E . 07 /1672021 [2) 19:00 | 22:50 §BGNL JLst Trd/Lst PfLocal cov  CCIRGVEEIS
30 1M 6M YID 1Y 5Y Max Tikw Compare -  EGEINETENINNNN « ¢ Edit Chart 3%

Intraday Price Chart

Source: Bloomberg LP

The EUR/USD exchange rate depreciated from 1.1880
to 1.1800 in this reporting week. The exchange rate
fluctuated on Monday, and the USD received support
during the day from the recovery of return on US
government bonds and the Fed's Consumer Confidence
Index, which showed that the 1-year inflation
expectations rose from 4.0% to 4.8% in June. On
Tuesday, the exchange rate depreciated to a 3-month
low of 1.1772. On that day, it was announced that the
US monthly inflation rate in June was 0.9%, and the
annual one was 5.4% versus the respective expected
0.5% and 4.9%), which was a 13-year maximum. This
fuelled speculation on a Fed monetary policy's faster
tightening than the officials have previously signalled.
Although the exchange rate recovered to 1.1840 on
Wednesday, it trended down during the last two days
as the previously announced inflation growth related to
the economy's opening. It happened due to the Fed
Chair's statement that the Fed was not hurrying to start
measures supporting the economy. The coronavirus
and the rapid spread of its delta variant returned to the
market focus boosting expectations that the global
economic recovery would jeopardise and turned
investors to safe funds. Together with data on
unexpected US retail growth in June, it supported the
USD's value.
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During the first three days of this reporting period,
the EUR/GBP exchange rate depreciated slightly as
the UK inflation data exceeded expectations. It led to
increased speculation that the Bank of England could
revise its existing asset purchase programme in the
next period. However, towards the end of
Wednesday, it was announced that the UK's
unemployment rate rose from 4.7% to 4.8%, which
was reflected in the EUR/GBP exchange rate
appreciation. By the very end of the week, this
exchange rate trended up due to increased demand
for safe funds as concerns about the coronavirus
virus spread led to an increased demand for secure
funds.
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This week, the EUR/JPY exchange rate depreciated
from 130.80 to 130.00. Although it showed growth
signs early this week, as the increased investors' risk
appetite caused the yen's sale, it soon began to
depreciate, continuing this trend until Friday.
Namely, the rapid spread of the delta variant of the
coronavirus and the introduction of the readiness
state in Tokyo, valid until 22 August since the
Olympic Games start a day later, caused an increased
demand for safe funds. Thus, the yen appreciated
against the euro. On Friday, this exchange rate
recovered slightly. The Bank of Japan held its regular
meeting this week. It cut its projected economic
growth for this year as introducing new measures to
combat the pandemic threatened consumption. This
fuelled expectations that Japan's monetary
authorities would lag behind the leading central
banks in withdrawing incentive measures. Regarding
this meeting's decisions, it is interesting to note that
the BoJ will allocate a small portion of foreign
exchange reserves for purchasing green bonds. In
addition to the scheme announced at the previous
meeting to finance activities aimed at climate change
stopping, this is another way to combat them.
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Table 1 - Exchange rates %
of the most important 12 July 2021* 16 July 20212 Change
currencies EUR/USD 1.1865 1.1806 -0.59
EUR/GBP 0.85831 0.85766 0.37
EUR/JPY 131.75 129.95 -0.76
EUR/AUD 1.57645 1.59553 0.60
EUR/CHF 1.09255 1.08562 -0.004
UsD/JPY 111.05 110.07 -0.06
GBP/USD 1.3824 1.3767 -0.96
Table 2 - Overview of the Central Bank Reference interest Reference Next
reference interest of the rate interest rate meeting
leading central banks level
European Central ECB Main
Bank Refinancing Rate 0.00% 22 July 2021
Federal Reserves Federal Funds 0.25% 28 July 2021
Target Rate
Bank of Japan Overnight Call 22
Rate -0.10% September
2021
Bank of England Official Bank Rate 0.10% 5 August
2021
Swiss National Libor Target Rate 23
Bank -0.75% September
2021
Bank of Canada Target Overnight 0.25% 8 September
Rate 2021
Reservg Bank of Cash Rate Target 0.10% 3 August
Australia 2021
The Bank of Japan held a regular meeting in this reporting week and kept the interest rate unchanged.
Table 3 - Eonia and Change in
Euribor 12.07.2021! 16.07.20212 basis points
Eonia -0.479 -0.482 -0.1
Euribor 1W -0.567 -0.562 0.2
Euribor 1M -0.561 -0.557 -0.5
Euribor 3M -0.549 -0.548 -0.5
Euribor 6M -0.513 -0.515 -0.1
Euribor 12M -0.478 -0.488 0.6

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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During the first two days of this reporting week,
the return on 10-year German government
bonds did not change significantly. On
Wednesday, the return on these bonds briefly
increased when it reached a weekly maximum
of -0.27%. It was a sign of decreasing demand
for safer funds that was current in the previous
week when the return on these bonds
weakened and fluctuated towards the highest 2-
week decline since June 2020. The economic
analysts estimated a longer path to recovery
from the crisis caused by the COVID-19
pandemic. However, after this short-term
growth, the return on 10-year German bonds
trended down by the end of the week and stood
at -0.35% at the market's closing on Friday. It
fell due to concerns about the coronavirus
spread, which reduced investors' risk appetite.

US GOVERNMENT BONDS MARKET
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On the first day of this reporting week, the
return on 10-year US government bonds did not
change significantly. It grew the next day,
recording the weekly maximum in the night
between Tuesday and Wednesday and hovering
around the level of 1.42%. The return growth
resulted from the publication of the US
consumer price index, which was significantly
above the expected value. However, since
Wednesday, the return on 10-year bonds was
trending down, as investors spent two days
processing the congressional testimony of the
Fed Chair and the market data. The Fed Chair
said the recent inflation rise was due to
temporary supply problems as the economy
recovered from the pandemic. In addition, the
return decline was also influenced by growing
concerns about the global economic recovery
after the coronavirus delta strain spread
accelerated. At the end of the week, the return
on 10-year US government bonds stood at
1.29%.
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On Monday, the gold price dropped due to the
USD appreciation and the increased investors'
risk appetite, which reduced the demand for
this precious metal. In the following period, the
gold price grew as concerns about inflation
stimulated the demand for gold. Jerome Powell
reiterated in Congress that the recovery had not
progressed enough to begin the bond-buying
programme withdrawal. He also said that the
Fed was ready to act further if inflation
expectations increase significantly, which
calmed the investors. On Thursday, the price
fluctuated slightly, to fall on Friday, as return on
US bonds offset previous losses caused by
comments from the Fed Chair. He defended the
central bank's position supporting the US
economy, even though the inflation levels were
high.
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Early this week, the oil price was slightly lower
due to concerns about the coronavirus spread
threatening to jeopardise the global economic
recovery. The fuel price recovered on Tuesday.
The International Energy Agency said the
market should restrict oil supplies resulting from
a failed attempt by major producers to agree on
extra oil needed to distribute worldwide. Over
the next two days, the oil price trended down as
the leading producers reached a compromise
and due to data showing that the oil demand
had slightly decreased last week. Reuters
reported that Saudi Arabia and the United Arab
Emirates had agreed to unblock the OPEC
agreement to increase stocks globally as the
world recovered from the pandemic. On Friday,
the price of oil fluctuated slightly. The price of
gold was volatile on the last day. The resurgence
of the coronavirus poses a threat to the global
economic recovery, which worsens the outlook
for global fuel demand, which is the leading
cause of this fuel's price fall.
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Table 4 - Economic indicators (12 - 16 July 2021)

SR Indicator Expected Current Previous
value value value
Consumer price index (CPI)
It estimates the changes in the cost June
of living, by measuring changes in MoM% 0.2% 0.1% 0.2%
France the price level of market basket of YoY% 1.5% 1.5% 1.5%
consumer goods and services
purchased by households.
Consumer price index (CPI)
It estimates the changes in the cost June
Great of living, by measuring changes in MoM% 0.2% 0.5% 0.6%
Britain the price level of market basket of YoY% 2.2% 2.3% 2.5%
consumer goods and services
purchased by households.
Consumer price index (CPI)
It estimates the changes in the cost June
of living, by measuring changes in MoM% 0.4% 0.4% 0.4%
Germany | the price level of market basket of YoY% 2.3% 2.3% 2.3%
consumer goods and services
purchased by households.
Industrial output
It measures the change in the
output volume in the June
manufacturing and energy sectors. MoM% 0.6% 0.7% 0.8%
USA Initial Jobless Claims
It measures the number of people
who receive unemployment
benefits. 10 July
K=1,000 350K 360 K 373K

Source: Bloomberg

Weekly Report 12 — 16 July 2021 | 6




