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Weekly overview of short news

According to Bloomberg research, the ECB is expected to cut the deposit rate six times by 25bp to reach 2.25%
by December 2025. Earlier forecasts were for the ECB to reach a level of 2.25% in Q2 2026, but the worsening
economic outlook has increased expectations that the ECB will cut rates faster.

A sharp slowdown in the U.S. labour market that has led to global stock exchange turmoil has fuelled
speculation that the Federal Reserve may not wait until its next scheduled meeting in September to cut
interest rates. The Chicago Fed president, Austan Goolsbee, said earlier this week that the Fed's mandate is to
encourage full employment and price stability. Former New York Fed President Bill Dudley, who last week
called on the U.S. central bank to cut rates even before the latest data showed the unemployment rate
jumped to 4.3% in July, wrote that the interest rate cut is "very unlikely" at the interim meeting. Certainly, the
market now expects that the Fed will also reduce the interest rate at the next meeting, which is scheduled for
September, but it is still not certain by how many basis points, 25bp or even maybe 50bp.

Catherine Mann, a member of the BoE's Monetary Committee, warned against lowering interest rates too
quickly. She suggested that wage growth and price pressures could remain high. Despite inflation showing
signs of easing, there are still concerns in the Committee about high wage growth and strong inflation in the
services sector. Mann, known for her preference for keeping monetary policy tight to prevent inflation from
exceeding the 2% target, has consistently voted to either raise rates or leave them unchanged since she joined
the Committee in 2021.

The Bank of New Zealand surprised the market by cutting interest rates by 25bp, while also signalling that a
50bp cut was under consideration.

The Norwegian central bank kept the interest rate at the same level of 4.50%.

In Great Britain, the consumer price index in July fell by 0.2% on a monthly basis, which was more than
expected by 0.1%, while on an annual basis, the index increased by 2.2%, less than the market expectation by
2.3%. The core inflation fell from 3.5% to 3.3% in July, and the index was expected to be 3.4%.

Inflation in the U.S. fell in July, extending a string of encouraging readings after a difficult year. The consumer
price index increased by 2.9% compared to the previous year, the Ministry of Labour announced. Core prices,
which exclude volatile food and energy generating products, rose 3.2% in the previous 12 months and 0.2%
since June. The report supports expectations that the Fed will start cutting interest rates at its next meeting
on 17-18 September. The Fed's favoured inflation indicator, released later each month, is nearing the central
bank's 2% target, and Fed Chairman Jerome Powell has already signalled that a rate cut is likely in September.

Companies across the euro area slowed hiring in Q2 due to growing signs of economic weakness. Employment
increased by 0.2% in Q2, which is less in relation to 0.3%, which was in the previous three months. Separate
data showed that the GDP in euro area in Q2, at the quarterly level, increased by 0.3%, which was in line with
market expectations, and it was the same amount the previous month, while it increased by 0.6% at the
annual level, also in in line with market expectations. In June, industrial production fell 0.1% on a monthly
basis, more than market expectations, which expected a growth of 0.5%, while it fell 3.9% on an annual basis,
also 2.9% more than market expectations.
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The EUR/USD exchange rate recorded growth in this
reporting week. During the first three days of this week, the
exchange rate rose mostly due to the release of data on the
producer price index in the U.S., which increased less than
expected, indicating that inflationary pressure is decreasing.
The PPl rose by 0.1% on a monthly basis, while 0.2% was
expected, whereas it grew by 2.2% on an annual basis and
2.3% was expected. The growth of the exchange rate was also
caused by expectations that the Fed will reduce the interest
rate in September. The euro fell against the dollar on
Thursday as positive economic data came from the U.S.
Namely, it was announced that day that requests for
receiving social benefits on a weekly basis fell by seven
thousand, and that retail sales recorded growth in July in the
amount of 1.0%, therefore these data reduced the fear of
recession. The exchange rate rose again on the last day of the
week as there were still expectations that the Fed would
lower the interest rate in September.
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The EUR/GBP exchange rate was stable on the first day of
this week, only to record a decline on Tuesday. The drop in
the exchange rate on Tuesday came as it was announced that
the unemployment rate in Great Britain unexpectedly fell
from 4.4% to 4.2%. There was a sharp increase in the trend of
this exchange rate in mid-week as it was announced that the
consumer price index rose less than expected, which
increased speculation that the Bank of England will reduce
the interest rate twice more this year. This rate recorded a
decline during Thursday and Friday. The drop in the exchange
rate was influenced by the news that Great Britain's GDP
grew by 0.6% in Q2 on an annual basis.
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The EUR/JPY exchange rate increased almost constantly
during this reporting week. The rise in the exchange rate this
week came as Japanese Prime Minister Fumio Kishida
announced that he will not run for a second term as leader of
the Liberal Democratic Party in September. Uncertainty about
who will succeed the current Japanese prime minister has
had a negative impact on the yen trend. This exchange rate
fell slightly during the last day of the week as the demand for
safe assets increased.
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Table 1 - Exchange rates of the %
most important currencies 12-Aug-20241 16-Aug-2024° Change
EUR/USD 1.0917 1.1027 1.01
EUR/GBP 0.85552 0.85186 -0.43
EUR/IPY 160.00 162.80 1.75
EUR/AUD 1.66087 1.65324 -0.46
EUR/CHF 0.94448 0.95521 1.14
USsD/JPY 146.61 147.63 0.70
GBP/USD 1.2761 1.2944 1.43
Table 2 - Overview of Central Bank Reference interest Reference Next
the leading central banks’ . .
. rate interest rate meeting
interest rates
level
European Central ECB main
Bank (ECB) refinancing rate 4.25% 12-5ep-2024
Federal Reserves | Federal Funds Target
(Fed) Rate 5.50% 18-Sep-2024
Bank of Japan Overnight Call Rate
P 8 0.25% 20-Sep-2024
(BoJ)
Bank of England Official Bank Rate
& 5.00% 19-Sep-2024
(BoE)
Swiss National Libor Target Rate
1.25% 26-Sep-2024
Bank (SNB) ° P
Bank of Canada Target Overnight
(BoC) Rate 4.50% 4-Sep-2024
Reserve Bank of
. Cash Rate Target 4.35% 24-Sep-2024
Australia (RBA) 8 0 P
Table 3 - ESTR and
Eurlbor Change in
12-Aug-20243 16-Aug-2024° basis points
ESTR 3.6640 3.664 0.1
Euribor 1W 3.645 3.621 -2.1
Euribor 1M 3.611 3.595 -2.3
Euribor 3M 3.623 3.560 0.3
Euribor 6M 3.553 3.367 -7.0
Euribor 12M 3.320 3.139 -3.7

! Opening market value on Monday
2 Closing market value on Friday
3 Opening market value on Monday

4 Closing market value on Friday
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Table 4 - Economic indicators (12 — 16 August 2024)

Consumer price index (CPI)
It estimates the changes in the cost of living, by July
France measuring changes in the price level of market MoM% 0.1% 0.2% 0.1%
basket of consumer goods and services YoY% 2.3% 2.3% 2.3%
purchased by an average household.
Gross domestic product (GDP)
It measures the value of products and services Q2
produced inside the country. GDP is the most Preliminary data
comprehensive measure of economic output and QoQ% 0.6% 0.6% 0.7%
provides a key insight into an economy’s main YoY% 0.9% 0.9% 0.3%
drivers.
June
Industrial Production MoM% 0.1% 0.8% 0.2%
Great It measures the output in mining and quarrying, YoY% -2.1% -1.4% 0.4%
Britain manufacturing and utilities (electricity, gas and
water supply).
Consumer price index (CPI)
It estimates the changes in the cost of living, by
measuring changes in the price level of market July
basket of consumer goods and services MoM% -0.1% -0.2% 0.1%
purchased by an average household. YoY% 2.3% 2.2% 2.0%
Gross domestic product (GDP)
Measures the final market value of all products Q2
Euro area and services produced within the country. Preliminary data
GDP is the most commonly used indicator of QoQ% 0.3% 0.3% 0.3%
economic activity. YoY% 0.6% 0.6% 0.6%
Producer Price Index (PPI)
Measures changes in prices of goods and services July
after leaving the place of production. Producers MoM% 0.3% 0.3% 0.2%
Japan transfer higher costs to consumers through retail YoY% 3.1% 3.0% 2.9%
prices, thus PPl is important as an early inflation
indicator.
Initial Jobless Claims
Number of inhabitants receiving unemployment
benefits. 10 August
K=1,000 235K 227K 233K
Industrial Production
It measures the output in mining and quarrying,
manufacturing and utilities (electricity, gas and July
water supply). MoM% -0.3% -0.3% 0.4%
Retail Sales
USA This indicator measures the volume of sales of
personal and household goods.
July
Consumer price index (CPI) MoM% 0.1% 1.0% 0.0%
It estimates the changes in the cost of living, by
measuring changes in the price level of market
basket of consumer goods and services
purchased by an average household. July
MoM% 0.2% 0.2% 0.1%
YoY% 3.0% 2.9% 3.0%
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EUROPEAN GOVERNMENT BONDS MARKET
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The yield on 10-year German government bonds was
2.23% at the beginning of the week, being 2.24% at
the end of the week. This yield did not record any
significant changes on Monday and ranged between
2.21% and 2.25%. The yield fell the following day as
weaker-than-expected data on the producer price
index (PPI) in the U.S. was released, which reinforced
expectations that the leading central banks will cut
interest rates. Traders expect the ECB to cut the
interest rate by 25bp at the September meeting. The
yield recovered by mid-week and followed the
recovery in U.S. bond vyields. The vyield initially
weakened on Friday, but later rose by the end of the
day following the announcement that consumer
confidence, retail sales and initial jobless claims in
the U.S. were better than expected, which improved
the outlook for the U.S. economy.

U.S. GOVERNMENT BONDS MARKET

T3 % 08/15/34 G 90 Actions + 1) it + [ Intraday Price Chart
Gateed s o8/12/200:[o R e/ 2024[f ca:00 R 23:20 st s i o s
DD MMD NS K Tiky + Relaed Data - RN ¢ / Edit Crrt 4|

Tk 2om

B Close.on
THigh on 08/12
! Average 27

m 7 YM\ lovon08/41421 38031
i f'}\ef i

‘H“ it J‘ MLt Trade Yied (Reatime) 36826
8
e

The yield on 10-year US government bonds was
3.93% at the beginning of the week, and 3.88% at
the end of the week. The yield weakened in the first
half of the week due to falling share prices and
concerns about new conflicts in the Middle East,
which fuelled the demand for safe assets. Investors
were also focused on a fairly active week for
America, as an update to the series of data on this
economy was expected. July data on PPl were
published on Tuesday, which were below
expectations, and the yield on the mentioned bonds
weakened for this reason. Fluctuating yield trend
was evident the following day, averaging at 3.83%, as
the interest rate will most likely be reduced by 25bp
rather than by 50bp in the U.S. in September, as the
data on the U.S. inflation was in line with market
expectations. There was a sharp rise in yields at the
end of the week, as the U.S. retail sales in July were
better than market expectations, and unemployment
claims for social benefits fell more than expected
during the previous week. The yield on 10-year U.S.
government bonds fluctuated at the very end of the
week as a result of mixed data on the U.S. economy
and amounted to 3.89%.
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The price of gold rose on Monday, as traders
weighed the potential escalation of the conflict in
the Middle East. The market was also preparing for
the release of a series of data on the U.S. economy.
The price of gold weakened slightly the next day as
data showed that U.S. producer prices rose less than
market expectations in July. The price of gold
fluctuated in mid-week, i.e. at first it grew, but it fell
by the end of the week as inflation in the U.S. was
lower than expected in July. The price of gold hit a
record high of $2,509.41 an ounce on Friday as
investors boosted expectations of a U.S. interest rate
cut, which weakened the dollar, and tensions in the
Middle East fuelled demand for safe assets. The price
of gold was at the level of $2,427.41 per ounce at the
beginning of the week, while it reached $2,508.01
per ounce at the end of the week.
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The price of oil rose at the beginning of the week
because of a potential attack by Iran on Israel, in
response to the elimination of the Hamas leader.
Increased tensions in the Middle East encourage the
price of this energy generating product to rise.
However, oil prices fell on Tuesday as the possibility
of excess oil reserves overshadowed concerns about
the conflict in the Middle East. The International
Energy Agency has indicated that if OPEC+ continues
with the plan to increase production, there is a risk
of global surpluses of this energy generating product.
The price of oil weakened again the next day as it
was announced that crude oil stocks in the U.S.
increased by about 1.4 million barrels in the previous
week. Following the publication of data on inflation
in the U.S., the price remained stable. Refinery
output increased in early September and shipments
from the Pacific port of Kozmino rose, while flows in
the Baltic Sea and Black Sea were the lowest since
December 2022. Oil prices managed to rise at the
end of the week as economic data from the U.S.
eased concerns about a near-term recession, but the
increase in oil prices were limited by concerns about
weaker global demand for the fuel. The price of oil
lost value on Friday and fell by about 1.6%, due to
reduced geopolitical tensions as negotiations on a
cease-fire in Gaza continued in Doha, Qatar, and a
slowdown in China was also observed. The price of
oil was at the level of $81.03 per barrel at the
beginning of the week, while it stood at $81.35 per
barrel at the end of the week.

The aforementioned overview of trends is based on external sources and does not contain any comments, assessments and views of the CBCG. CBCG cannot guarantee their accuracy and is not responsible for direct or indirect
damage that may occur as a result of the use or inability to use information, materials or content, or for the consequences of decisions made based on them.
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