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In the first half of the week, the EUR/USD
exchange rate depreciated due to favourable US
economic data, high inflation, and many infected
persons in Europe. (Austria was the first country in
Western Europe to introduce full locking, and
Germany was expected to follow.) Earlier in the
week, the USD appreciated against the euro as
Jerome Powell was re-elected Fed Chair, raising
expectations of tightening monetary policy and US
bond the return rose. The US President
maintained continuity by re-electing Jerome
Powell as Fed Chair by granting him a second
term. This decision rewarded Powell for helping
save the US economy from a pandemic giving him
the task of protecting that order from the
consumer prices jump. Encouraging economic
data on the euro area and German production
partly “helped” the euro recover in the middle of
the week. Applications for US initial jobless claims,
which fell to a level not seen since 1969 in
previous weeks, were the reason for the further
USD appreciation. On Thursday, the exchange rate
rose slightly. At the same time, it recorded a sharp
rise on Friday as the USD depreciated due to
falling return on US government bonds, which
occurred after the global risk aversion growth.
Reports regarding the corona suggested that
vaccines could be ineffective in the newly
detected virus strain. Hence, investors assessed
the Fed’s further monetary policy prospects on
Friday.
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Early this week, the EUR/GBP exchange rate did
not change significantly. It rose on Tuesday after
releasing encouraging data on euro area output
and services. The next day, the sterling
appreciated against the euro and the USD due to
the improved British economy’s outlook after
Brexit and continued cooperation with the EU
over Northern Ireland. At the end of the week, the
sterling depreciated due to uncertainty over
fishing regulations between France and Britain,
inconsistencies in implementation, and the
Protocol on Northern Ireland. The Sterling also
depreciated as investors worried about the UK’s
economic recovery from the pandemic, lagging
behind the leading economies. It had a more
significant impact on sterling than expectations
concerning the Bank of England’s interest rate
increase. On Friday, the sterling depreciated due
to increased demand for safe funds.
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The EUR/JPY exchange rate was stable on
Monday and then rose, as expectations of the
Fed’s faster interest rate growth pace were raised.
At the end of the week, the exchange rate
dropped sharply. Namely, the yen appreciated as
demand for safeguards increased amid concerns
that a new coronavirus variant discovered in South
Africa could expand globally. It could jeopardise
economic recovery. (Some countries already
stopped foreign nationals from entering the
country and suspended flights from South Africa,
while some were re-locked).
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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

Table 3 - Eonia and
Euribor

%

22.11.20211 26.11.20212 Change
EUR/USD 1.1290 1.1317 0.24
EUR/GBP 0.83909 0.84872 1.15
EUR/JPY 128.71 128.35 -0.28
EUR/AUD 1.56010 1.58883 1.84
EUR/CHF 1.04786 1.04399 -0.37
usD/JPY 113.99 113.380 -0.54
GBP/USD 1.3451 1.33370 -0.85
Central Bank Reference interest Reference Next meeting

rate interest rate level
European Central ECB main 16 December
. . 0.00%

Bank refinancing rate 2021

Federal Reserves Federal Funds 0.25% 15 December
Target Rate o2 2021

Bank of Japan Overnight Call o 17 December
Rate 0.10% 2021

Bank of England Official Bank Rate 0.10% 16 December
2021

Swiss National Libor Target Rate o 16 December
Bank -0.75% 2021

Bank of Canada Target Overnight 0.25% 8 December
Rate 2021

Reserve Bank of Cash Rate Target 0.10% 7 December
Australia e 2021

Change in

22.11.20211 26.11.20212 basis points
Eonia -0.488 -0.4880 0.00
Euribor 1W -0.568 -0.569 -0.10
Euribor 1M -0.558 -0.567 -0.90
Euribor 3M -0.559 -0.572 -1.30
Euribor 6M -0.528 -0.537 -0.90
Euribor 12M -0.490 -0.494 -0.40

1 Opening market value on Monday
2 Closing market value on Friday

Weekly Report 22 - 26 November 2021 | 3




EUROPEAN GOVERNMENT BONDS MARKET
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The return on German 10-year government
bonds rose during the first two days of this
reporting week. ECB Executive Board member
Isabel Schnabel urged an end to the pandemic
emergency programme, pointing to inflation
risks. In the middle of the week, the return on
these bonds was stable, declining slightly during
Thursday, recording a sharp decline on the
transition from Thursday to Friday, as the
demand for safe funds increased. Demand for
safe-haven has risen as a new coronavirus strain
emerged in South Africa, raising concerns that it
could spread globally and jeopardise economic
recovery. At the end of the period, the return
on 10-year German bonds was -0.33%.
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The return on US 10-year government bonds
rose slightly during the first two days of this
reporting period. Jerome Powell announced he
would chair the Fed for the next four years. The
return on these bonds stabilised in the middle
of the week. The US bond market was closed on
Thursday due to the holidays. Yet, the return on
10-year bonds recorded a sharp drop on Friday.
The fall came after the appearance of the new
coronavirus strain that could be vaccine-
resistant and highly contagious. The return on
these bonds stood at 1.47% at the end of the
period.
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GOLD
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On Monday, the gold price fell sharply after the
announcement that the US President elected
the current Fed President, Jerome Powell, to be
the central bank’s head in the next term. On
Tuesday, it continued to weaken as USD
appreciation against a basket of currencies
reduced investor demand for this precious
metal. Over the next two days, the gold price
was stable to rise on Friday, as did the demand
for safe funds after a new coronavirus strain
appeared in South Africa.
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On Monday, the oil price was stable to record a
mild price jump on Tuesday. Over the next two
days, the oil price was stable, only to fall sharply
on Friday. Namely, it fell on Friday as the
emergence of a new coronavirus strain caused
concern about new locking measures, which
would negatively affect the oil demand.
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Table 4 - Economic indicators (22 - 26 November 2021)

. . Expected Current Previous
Country Indicator Period
value value value
Consumer Confidence
An assessment of consumer confidence in
terms of business conditions, employment November
and personal income. The consumer -5.5 -6.8 -4.8
confidence index is related to personal
consumption.
Euro area Markit UK Manufacturing PMI
PMI surveys tracks opinion among November
managers at manufacturing, construction 53.0 55.8 54.2
and/or services firms. The index is
calculated from the survey results on
production, orders, inventories,
employment, prices, etc.
GfK Consumer Confidence
This index measures the level of December
households’ confidence in terms of -1.0 -1.6 0.9
economic performance.
Germany
PMI Services
Index that measures the overall activity of November
the service sector in the United Kingdom 51.5 53.4 52.4
Business Confidence Indicator
This indicator measures the confidence November
among business leaders in France. It is 112 114 113
France based on filtered expectations regarding
new orders and impressions of the general
economic situation.
Markit UK Manufacturing PMI
PMI  surveys tracks opinion among November
managers at manufacturing, construction 57.3 58.2 57.8
Great Britain and/or services firms. The index is
calculated from the survey results on
production, orders, inventories,
employment, prices, etc.
Initial Jobless Claims
It measures the number of people who 20 November
receive unemployment benefits. It is similar K=1,000 260 K 199 K 268 K
to the applicant. The growing number of
jobs accompanies the economic expansion,
which could influence inflationary
pressures.
USA
New Home Sales
The indicator shows the sale of newly built November
properties in the United States. The figure is MoM% -1.4% 0.8% 7.0%
a temporary indicator of the housing
market calculating the sale of houses when
housing contracts have been signed.

Source: Bloomberg
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