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During the first two days, the EUR/USD
exchange rate appreciated with minor
fluctuations, as the USD depreciated due to
rising stock prices in the USA. The Fed Chair's
speech on Tuesday made the exchange rate gain
a sharper direction. Namely, he pointed out to
be patient when concerning the interest rate
rise. Before the speech, the USD dollar
appreciated expecting that the US Congress
would discuss the COVID-19 crisis and the
economy and gain more precise insights into the
President's views on the economic recovery
pace. As of Wednesday, the exchange rate was
slightly volatile and with not so significant
fluctuations getting near US economic data
publication, including employment reports.
However, at the end of the week, after the
announced data were better than expected, the
EUR/USD exchange rate depreciated. (Initial
jobs claims fell during the previous week, while
the demand for durable goods rose to its
highest level since this January).
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On the first day of this reporting week, the
EUR/GBP exchange rate depreciated as the
sterling appreciated against the euro. It
happened after the UK Prime Minister set 19
July as the date to lift restrictions in this island
nation due to a pandemic. Over the next two
days, the exchange rate did not change
significantly, awaiting the regular BoE meeting.
After the meeting, the exchange rate recovered.
The BoE dismissed speculation that rising
inflation in the UK also means preparing to raise
interest rates, as the economy still needed
support to recover from the pandemic-caused
effects. Moreover, the EUR/GBP appreciated
also on Friday, expecting the UK consumer
confidence index to improve in June, but it
remained at its May level.
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The EUR/JPY exchange rate trended up until
the middle of this reporting week. The yen
depreciated against the euro as stock prices
recovered before the Fed Chair's speech in the
US Congress. The prices of government bonds
also weakened. The yen depreciated as investor
interest in riskier assets grew. The vyen
depreciated against the euro and the USD. The
Bank of Japan was expected to lag behind the
Federal Reserve in policy tightening as the
global economy recovered. Investors expected
the Fed to double its interest rate in 2023, while
BoJ will maintain its more flexible stance,
putting pressure on the yen. On the other hand,
increasingly successful vaccination worldwide
encouraged investors to be braver and turn to
riskier funds. At the beginning of the week, the
EUR/JPY exchange rate failed to record any
significant changes.
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Table 1 - Exchange rates
of the most important
currencies

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

%
21.06.20211 25.06.20212 Change
EUR/USD 1.1864 1.1935 0.60
EUR/GBP 0.85908 0.85981 0.08
EUR/JPY 130.74 132.250 1.15
EUR/AUD 1.58644 1.57248 -0.88
EUR/CHF 1.09460 1.09445 -0.01
usD/JPY 110.21 110.750 0.49
GBP/USD 1.3810 1.38790 0.50
Central Bank Reference Reference Next meeting
interest rate interest rate level
European Central ECB Main

Bank Refinancing Rate 0.00% 22 July 2021
Federal Reserves Figtragrzl l;l;::s 0.25% 28 July 2021
Bank of Japan Over;;iP;t Call -0.10% 16 July 2021
Bank of England Ofﬂ(;:!CSank 0.10% 5 August 2021
Swiss National Libor Target 9 23 September
ok Rate -0.75% 2021
Bank of Canada Target 9

Overnight Rate 0.25% 14 uly 2021
Reserve Bank of | Cash Rate Target 0.10% 6 July 2021

Australia

At its regular meeting, the BoE reduced speculation that rising inflation in the UK would affect interest rates. It said
the economy still needed support to recover from the pandemic effects. It neither changed the method of
monetary policy conducting nor the interest rate.

Table 3 — Eonia and
Euribor

Change in
21.06.20213 25.06.2021* basis points
Eonia -0.478 -0.480 -0.20
Euribor 1W -0.560 -0.566 -0.60
Euribor 1M -0.548 -0.562 -1.40
Euribor 3M -0.544 -0.538 0.60
Euribor 6M -0.513 -0.513 0.00
Euribor 12M -0.485 -0.478 0.70

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 10-year bonds grew at
the very beginning of this period. Germany
announced it would increase net borrowing by
99.7 billion euros in 2022 or some 22% more
than the previous spending plan. The return
increased slightly over the next day, as the
market no longer expected the ECB to reduce
interest rates in the coming period. The return
on these bonds fluctuated around -0.18% from
the middle of the week until Friday. It grew on
Friday by some 3 basis points, following the
recovery of the return on US bonds. At the very
end of the period, the return on 10-year
German bonds stood at -0.15%.

US GOVERNMENT BONDS MARKET

/. 96 Actions » 97) Edit ~ Intraday Price Chart
217202108 06/25,/202 1 |-l 00:00 B 23:20 JLst Trd VicEMBGN  Jlocal CCv  EERSGIASGCHE
D 1Y 5 Max Tk ¥ Compare ~ & . Edit Chart %

I
Li d e g
it »Lj ol 1 h_ynvr\rl’}_l.

Source: Bloomberg LP

At the very beginning of this reporting period,
the return on US 10-year government bonds
rose. It resulted from the stock prices recovery
on US stock exchanges and the Fed Chair's
statement that the US inflation has risen but
should return to the Fed's objective of 2% in the
next period. The return on these bonds was
stable, hovering around 1.49% during the rest of
the week until its very end. On Friday, the
return on these bonds increased again. Boston
Bank CEO, Eric Rosenger, who will be a member
of the Fed's committee next year and have the
voting right, said that the Fed could increase the
interest rate at the end of 2022 when the labour
market reached full employment and the
inflation target. The return on 10-year bonds
stood at 1.52% at the end of the period.
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The gold price increased slightly during this
reporting week and fluctuated throughout the
week. On Monday, it rose due to the USD
depreciation. However, it dropped the next day,
awaiting the Fed Chair's speech. After pointing
out in his speech the higher-than-expected
inflation in the previous period and noting its
transitory nature, the price stabilised. On
Wednesday, the price rose to a weekly
maximum of 1,795 USD/oz. The USD
depreciation caused an increased demand for
safe funds due to the released weaker-than-
expected US economic data. However, the price
dropped by some 20 USD/oz at the very end of
the day. During the last two days of this week,
the price continued to fluctuate between 1,775
and 1,790 USD/oz, to stand slightly above 1,780
USD/oz at the end of the week. Namely, the
price declined due to the USD recovery. At the
same time, the published data on the US
inflation lowered expectations on an earlier
tightening of the Fed's monetary policy, which
dragged the price up.
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The oil price rose in this reporting week. The
suspension of negotiations between the world's
leading powers and Iran regarding the nuclear
agreement for consultations in their countries
affected this fuel’s price growth at the very
beginning of the week. Rising stock prices and
the USD depreciation stimulated the demand
for this energy source, which caused an
additional price increase. The growth in demand
was also due to the easing of locking measures
that increased mobility in the western countries
of the northern hemisphere. A US government
report released in the middle of the week
showed a decline in oil and petroleum products
inventories at the state's largest warehouse in
Cushing, Oklahoma. It was due to limited supply
during the summer driving season coupled with
an economic confidence recovery in Germany
and a slump of oil reserves in China, further
affecting this fuel's price growth. At the very
end of the reporting week, the oil price reached
a 2 % year high.
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Table 4 - Economic indicators (21 — 25 June 2021)

. Expected Current Previous
Country Indicator P “ viot

value value value
Consumer Confidence
It assesses consumer confidence in June
terms of business conditions, -3.1% -3.3% -5.1%
employment, and personal income.
The consumer confidence index is
related to personal consumption.

Euro area

GfK Consumer Confidence
This index measures the level of July
households’ confidence in terms of -4.0 -0.3 -0.7
economic performance.
Germany IFO Business climate
It refers to the survey of German June
companies on the current condition of 100.7 101.8 99.2
operations in Germany, and their
expectations in upcoming six months.
Publishing of the BoE interest rate
Regular meeting of Bank of England 24 June 0.5% 0.5% 0.5%

Great

.. GfK Consumer Confidence
Britain

This index measures the level of June
households’ confidence in terms of -7 -9 -9
economic performance.
Durable Goods Orders

This is an indicator of consumer safety May
that reflects their expectations and the 2.8% 2.3% -1.3%
ability to spend money. Its positive
growth reflects the condition of the
economy, it also helps to strengthen
the currency. Its fall leads to the
opposite result.
The DGO index is a very good indicator
for the future. Many manufacturers
plan their production on the basis of
available orders, the decline in the
DGO precedes the decline in
USA . .
production and vice versa.
xisting Home Sales

The indicator shows sales records in May
the real estate sector in the US and is -2.1% -0.9% -2.7%
revised on a monthly basis. This report
provides a fairly accurate assessment
of the conditions at the housing market
and, due to its sensitivity to the
business cycle it can be an important
indicator of the overall housing
conditions at a time when it s
particularly important  for  the
economy.

Source: Bloomberg
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