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The EUR/USD exchange rate during the first
three days of this reporting period did not
fluctuate significantly, awaiting the regular Fed
meeting. However, this exchange rate
depreciated sharply after the end of the regular
Fed meeting in the middle of the week. Namely,
after the meeting, the Fed signalled it could
start reducing the bond purchase programme
from November. The exchange rate recovered
on Thursday due to the increased risk appetite
after concerns about the Chinese company
Evergrande eased. It happened after agreeing to
a 30-day grace period for the company to settle
its obligations to bondholders. Over the last day,
this exchange rate depreciated again, as
investors’ focus shifted again to the US inflation
and statements by some Fed officials
concerning the bond purchase programme
reduction.
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The EUR/GBP exchange rate rose on Monday
due to speculation that rising energy prices
could make it harder for the Bank of England to
raise interest rates as rising energy prices
decreased household purchasing power and
business confidence. The next day, the
exchange rate was stable to grow on
Wednesday, as weak UK economic data lowered
expectations that the Bank of England would
soon raise interest rates (due to the stagnant UK
economic growth in July). The EUR/GBP fell on
Thursday. At this regular meeting, two Bank of
England’s board members voted to terminate
the pandemic bond-buying programme early.
This exchange rate appreciated slightly on
Friday.
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During the first two days of this week, the
EUR/JPY exchange rate depreciated. The
exchange rate depreciation came after
increasing demand for safe funds due to the
Chinese giant Evergrande collapse. It failed to
raise money to settle bonds, and the company’s
crisis risk spilt over into the US market. The rest
of the week saw this exchange rate recover. The
yen was less attractive than other currencies as
the Bank of Japan was still not considering
withdrawing monetary stimulus since the
country’s economy continued to face problems
caused by the coronavirus.
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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

%
20.09.20211 24.09.20212 Change
EUR/USD 1.1725 1.1720 -0.04
EUR/GBP 0.85366 0.85706 0.40
EUR/JPY 128.92 129.77 0.66
EUR/AUD 1.61032 1.61377 0.21
EUR/CHF 1.09318 1.08338 -0.90
UsD/JPY 109.93 110.73 0.73
GBP/USD 1.3741 1.3679 -0.45
Central Bank Reference interest | Reference Next meeting
rate interest
rate level
European Central ECB Main o b
Bank Refinancing Rate 0.00% 28 October 2021
Federal Reserves Federal Funds 0.25% 3 November 2021
Target Rate
Bank of Japan Overnight Call -0.10% 28 October 2021
Rate
Bank of England Official Bank Rate 0.10% 4 November 2021
Swiss National Libor Target Rate 0.75% 16 December 2021
Bank
Bank of Canada Target Overnight 0.25% 27 October 2021
Rate
Reservg Bank of Cash Rate Target 0.10% 4 October 2021
Australia

The Fed held a regular meeting this week and kept interest rates unchanged. After this meeting, the central bank
signalled to reduce the bond purchase programme from November. The Fed pointed out that inflation was high,
but it was still transitory. Moreover, the Central Bank of England held a meeting this week that met the market’s
expectations on interest rates, leaving them unchanged. It also did not change the bond purchase programme.
Investors were surprised by the two policymakers’ (Dave Ramsden and Michael Saunders) vote for early
termination of the bond purchase programme. In contrast, all other members were unanimous to keep the rates
unchanged. Many analysts have interpreted the 7-2 vote as the beginning of an upward “shift” in rates.

Table 3 — Eonia and
Euribor

Change in
20.09.20211 24.09.20212 basis points
Eonia -0.486 -0.484 0.2
Euribor 1W -0.563 -0.567 -0.4
Euribor 1M -0.562 -0.553 0.9
Euribor 3M -0.548 -0.543 0.5
Euribor 6M -0.526 -0.523 0.3
Euribor 12M -0.490 -0.488 0.2

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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The return on German government 10-year
bonds weakened slightly during the first three
days of this reporting week, hovering around -
0.34%. The demand for secure funds increased
this week due to the crisis at the Chinese
company Evergrande. During the last two days
of this reporting week, the return on German
bonds recorded a sharp growth trend, following
the US government bonds’ trend and optimistic
signals sent by the Fed and the Bank of England.
At the market close on Friday, the return on
German 10-year bonds stood at -0.22%.
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During the first three days of this reporting
week, the return on 10-year US government
bonds did not change significantly. On Thursday,
the return on these bonds increased by 11 basis
points, as the possible bond purchase
programme reduction in November was
announced at the Fed meeting. After
completing this programme, the interest rate
increase cycle will begin at the end of 2022. The
upward trend in return on 10-year US bonds
continued during Friday when the return stood
at 1.45%.
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At the beginning of this reporting week, the gold
price trended up due to the growing demand for
safe funds, as the second-largest construction
company in China, Evergrande, found itself
facing bankruptcy. It led to fears that weakening
economic growth from China could “spill over”
to the rest of the world. At the end of the
reporting week, the gold price fell, due to the
Fed officials’ optimistic announcements, after
this institution held its regular monthly meeting.
The gold price weakening also resulted from the
USD appreciation, which made gold less
attractive for investors.
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On the first day of this reporting week, the oil
price dropped slightly as the demand for risky
assets decreased after the US stock market fell
and due to the USD appreciation. At the same
time, the production of this fuel in the Gulf of
Mexico increased after some refineries were
previously closed due to two hurricanes, further
weakening the oil price. As the week continued,
the oil price trended up. The price increase of
this energy source resulted from publishing
reports and data showing that the crude oil
stocks in the USA fell more than expected, at
the same time increasing the oil demand. The
oil demand is growing globally as world
economies recover from the pandemic effects.
At the same time, OPEC and countries close to
the organisation are increasing oil production
less than the growing demand for this fuel.
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Table 4 — Economic indicators (20 — 24 September 2021)

Country Indicator Period Expected Current Previous
value value value
Producer price index (PPI)
It assesses the average change in prices August
of certain manufacturers at all stages MoM% 0.8% 1.5% 1.9%
of production, but does not include
Germany . .
imported goods, services and taxes.
The index is seen as an indicator of
future inflation.
Consumer Confidence Index
It assesses consumer confidence in September
terms of business conditions, -5.9 -4.0 -5.3%
Euro area | employment, and personal income.
The consumer confidence index is
related to personal consumption.
Consumer Confidence Index
It assesses consumer confidence in September
terms of business conditions, 115.8 119.6 116.2
Italy employment, and personal income.
The consumer confidence index is
related to personal consumption.
New Home Sales
The indicator shows the sale of newly August
built properties in the United States. K=1,000 715 K 740 K 708 K
The figure is a temporary indicator of
the housing market calculating the sale | September 18
of houses when housing contracts have K=1,000 320K 351K 332K
USA been signed.
Initial Jobless Claims
It measures the number of people who August
receive unemployment benefits. MoM 0.5% 0.4% 0.9%

Source: Bloomberg
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