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The EUR/USD exchange rate appreciated on
Monday. Business activity in the euro area rose
during the month as the vaccination process
allowed companies to reopen. The upward
trend continued during the next day, after the
publication of better-than-expected German
GDP data for the second quarter. In the middle
of the week, the exchange rate depreciated as
the symposium in Jackson Hole and the Fed
Chair’'s speech approached, which supported
the US currency. The USD appreciated against
the euro and a basket of leading currencies,
following rising US government bond return.
The EUR/USD exchange rate recovered on
Friday, appreciating again, as Fed Chair Jerome
Powell said it might be convenient to begin
withdrawing the bond-purchase programme
this year. The withdrawal would not directly
affect the timing of interest rate hikes in the
USA.
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The EUR/GBP exchange rate depreciated on
Monday after announcing that the index
measuring employment growth in the UK
reached its peak level since 1998, and
companies were more optimistic about future
production. Over the next two days, this
exchange rate did not change significantly, to
increase on Thursday after announcing that car
production in Great Britain hit its nadir since
1956. On the last day of this reporting week, the
EUR/GBP exchange rate depreciated from
0.8589 to 0.8559. The HM Treasury announced
that the first green bond, intended for financing
environmental investments, would mature on
31 July 2033.
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The EUR/JPY exchange rate appreciated slightly
during this reporting week. The euro
appreciated due to the release of positive
economic data from the euro area. The
exchange rate’s appreciation also resulted from
growing stock prices and growth of return on US
government bonds.
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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

%
23.08.20211 27.08.20212 Change
EUR/USD 1.1698 1.1795 0.83
EUR/GBP 0.85880 0.85692 -0.22
EUR/IPY 128.44 129.54 0.86
EUR/AUD 1.64076 1.61298 -1.69
EUR/CHF 1.07277 1.07459 0.17
usD/JPY 109.78 109.84 0.05
GBP/USD 1.3623 1.3764 1.04
Central Bank Reference interest Reference Next meeting
rate interest rate
level
European ECB Main Refinancing 9 September
Central Bank Rate 0.00% 2021
Federal Federal Funds Target 0.25% 22 September
Reserves Rate 2021
Bank of Japan Overnight Call Rate -0.10% 22 September
2021
Bank of Official Bank Rate 23 September
England 0.10% 2021
Swiss National Libor Target Rate 23 September
Bank -0.75% 2021
Bank of Target Overnight 0.25% 8 September
Canada Rate 2021
Reserve Bank Cash Rate Target 0.10% 7 September
of Australia ' 2021
Change in basis
23.08.20211 27.08.20212 points
Eonia -0.482 -0.485 -0.30
Euribor 1W -0.574 -0.565 0.90
Euribor 1M -0.552 -0.556 -0.40
Euribor 3M -0.548 -0.550 -0.20
Euribor 6M -0.528 -0.529 -0.10
Euribor 12M -0.494 -0.502 -0.80

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 rose by midday
on Monday as demand for safe funds declined,
awaiting bond auctions in Italy, Spain and Germany
announced in the coming period. However, towards
the end of the day, the return on these bonds fell
slightly. The next day, the return did not change
significantly. On Wednesday, it rose by some 6 base
points after an ECB official, Luis de Guindos, said the
growth outlook could improve in future forecasts.
Demand for safe funds increased on Thursday as
consumer confidence in Germany did not meet
expectations. On Friday, the return on German 10-
year bonds fluctuated around 3 base points. Still, it
fell at the very end of the day after the Fed Chair’s
statement that there was no hurry to increase the
interest rate and that the assets purchase
programme withdrawal could begin this year. The
return on German 10-year bonds stood at -0.487%
on Monday and at -0.425% on Friday.
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The return on 10-year US government bonds fell on
Monday. It happened due to reduced expectations
that the Fed would give signals towards monetary
policy tightening at the annual symposium in Jackson
Hole. At the same time, the coronavirus spread
globally affected the demand growth for these
assets. The next day, the return on 10-year US
government bonds grew, continuing the trend until
the rest of the week. Investors were waiting for the
Fed’s comments at the end of this week and
indications of whether the bond purchase
programme would reduce. The annual symposium at
Jackson Hole, with Fed Chair Jerome Powell as a
speaker, will be on Friday, 27 August. However, it will
be held online due to increased caution due to the
new virus strain spread. Investors focused on
whether Powell would give any new hints regarding
the bond purchases withdrawal and whether he
expressed concern about the Delta strain spread. The
Chair of the Fed in Dallas, who most strongly
advocates the economy’s phasing out, said he should
perhaps adjust the opinion if the virus slowed down
economic growth materially. There was a short-term
drop in return on Thursday after the attack on Kabul
airport. The week ended with a weakening return
after Fed Chair Powell supported withdrawing the
bond purchase programme in 2021. Still, he was
uncertain about the timeframe. He also said that
several factors point to a still temporary inflation
rise.
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The gold price rose at the very beginning of the
week as the USD depreciated against a basket of
currencies and due to speculation that the Fed
could postpone starting the bond purchase
programme reduction. The gold price fell
slightly on Wednesday due to an improved risk
appetite among investors, and the Wyoming
symposium, the most significant event this
week, was approaching. On Friday, the gold
price recorded the highest rise over the last two
weeks, after the Fed Chair said that the asset
purchase programme withdrawal would be
appropriate this year, reducing the concerns
regarding the monetary policy tightening.
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During the first two days, the oil price rose due
to the news that the number of people suffering
from coronavirus in China had dropped
significantly. Market recovery and the signs of
progress in halting the pandemic spread spurred
growth, steering investors toward stocks and
commodities. After that, the oil price trend did
not fluctuate significantly. The oil price drop
primarily resulted from the concerns about how
the rapid Delta strain spread would affect the
global recovery, as many countries impose
various restrictions to fight infection. On
Wednesday, the price rose as a government
report showed oil and gas inventories fell
despite the Delta strain expansion and
investors’ fears of an economic growth
slowdown. Last week, stocks fell by 3 million
barrels to 432.6 million barrels, with refineries
operating at 92.4% of their capacity, the highest
since late June. On Friday, the oil price rose as
oil production in the Gulf of Mexico was closed
due to Hurricane Ida Category 4, resulting in
thousands of people being evacuated and
planes being grounded.
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Table 4 - Economic indicators (23 - 27 August 2021)

Expected Current Previous
value value value

Country Indicator

Markit Eurozone Composite PMI
PMI surveys tracks opinion among August
purchasing managers at manufacturing, 59.6 59.5 59.8
construction and/or services firms. The
index is calculated from the survey
results on production, orders,
inventories, employment, prices, etc.
Euro area
Consumer Confidence EC
It measures consumer confidence in the August
euro area countries. This figure -4.9 5.3 -4.4
represents the result of a survey of euro
area consumers in terms of their labour
market finance, readiness to save, and
economic expectations.

GDP s.a.
One of the basic macroeconomic Il Quarter
indicators,  which  represents the QoQ% 1.5% 1.6% 1.5%
calculated value in the market prices of
goods and services produced within the
country, but excludes the income of
citizens and corporations  working
abroad. The following four components
are used to calculate GDP: consumption,
investments, government expenditure,
and net exports.

Imports Price Index
The index shows changes in import prices July
over a month. This is an inflation MoM% 1.2% 2.2% 1.6%
Germany indicator. Since the CPI calculation takes (YoY%) (13.8%) (15.0%) (12.9%)
into account prices of imported goods
and services, this characterises the role
of import prices in the overall picture of
changes in retail prices in the basket of
goods and services.

IFO Business climate
Monthly survey of companies in Germany August
(in the area of manufacturing, 100.4 99.4 100.7
construction, wholesale and retail trade),
regarding the current business climate
and the outlook for the next 6 months.
Since Germany accounts for 1/4 of total
euro area GDP this index serves as a
significant indicator of the euro area
economic soundness as a whole.

Source: Bloomberg
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