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Weekly overview of short news

Inflation in the euro area was confirmed at 2.6% on an annual basis in July, which is a slight increase
from 2.5% on an annual basis in June. The largest contributors to this inflation rate were services,
food, alcohol and tobacco, non-energy industrial goods and energy generating products.

The Bundesbank's monthly economic report indicated potential further delays in Germany's
economic recovery and a possible increase in inflation by the end of the year. Recession is unlikely
despite the unexpected contraction last quarter and weak survey indicators in this quarter.
However, the outlook is still "muted" with the expected expansion of private consumption and
services but also a potential blow to the industrial sector due to the weak foreign demand. Inflation
is expected to rise temporarily due to low energy prices from the previous year and strong wage
pressures.

Minutes from the ECB's July meeting revealed that policymakers were not concerned about slowing
disinflation, boosting investors’ expectations for another key interest rate cut in September.
Despite the interest rate cut in June, the ECB kept the deposit interest rate at 3.75% in July. The ECB
President, Christine Lagarde, said that the decision, whether the bank will further reduce borrowing
costs in September, was "wide open". The ECB Governing Council member Martins Kazaks said he
was ready to discuss another cut, expressing belief in inflation returning to 2%.

The head of the Central Bank of Portugal and the ECB Governing Council member, Mario Centeno,
stated that the reduction of the interest rate in September by the ECB is certain. He stated that the
ECB's trend for October will depend on the data, that is, on the trajectory of the data.

According to economic data, the Paris Olympics provided an unexpected boost to the euro area
economy, driving private sector growth to a three-month high. The S&P global composite PMI rose
to 51.2 in August, from 50.2 in July, surpassing even the most optimistic Bloomberg survey forecast.
During this reporting week, the price of gold recorded a new record value of $2,531.75 per ounce.
Western investors have begun to follow the gold investment trend, which has been present in Asia
as of the beginning of the year, to position themselves concerning lower investment costs.

Minutes from the Fed's last meeting showed that there is a justifiable reason for cutting interest
rates in September. Several members of the Fed are of the opinion that the recent progress in the
inflation trend and the increase in unemployment is the reason enough to reduce the interest rate
of up to 25bp.

The markets were marked by the Fed President's speech in Jackson Hole on Friday. He said the time
had come to adjust monetary policy, but gave no further information on whether the first cut would
be 25bp or 50bp. In his speech, he announced that the cooling of the labour market is "obvious" and
"it seems unlikely that the labour market will be the source of inflationary pressures in the near
future." He stated that the economy is still growing at a "solid pace", but also emphasized that the
focus is now shifting from the fight against inflation to the other side of the dual mandate, which is
maximum employment.
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The EUR/USD exchange rate recorded growth of 1.50%
in this reporting week. The exchange rate rose in the
first half of the week as the Minneapolis Fed President
suggested that it was justified to consider a potential
reduction in interest rates in September. In addition,
traders increased expectations that the Fed will cut
interest rates at the September meeting, which was
reflected in the weakening of the dollar, and after
midweek U.S. payrolls were revised downwards by 818
thousand in March in relation to the period from the
previous 12 months. The exchange rate recorded a
slight drop on Thursday, as traders were cautious in
anticipation of the Fed President's speech in Jackson
Hole. After the Fed President gave a speech on Friday,
the EUR/USD exchange rate achieved a sharp growth.
Namely, the Fed President signalled that "the time has
come" to reduce the interest rate in September, which
was reflected in the sharp drop of the dollar in relation
to most currencies.
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The EUR/GBP exchange rate was stable during the first
two days of this period, but it fell in the remaining part
of the week, which amounted to 0.59% on a weekly
basis. The exchange rate fell in the second part of the
week due to different expectations regarding the ECB
and the Bank of England. Namely, the ECB is expected
to reduce the interest rate in September, while the BoE
is expected to have a more cautious approach when
reducing these. Additionally, the drop in the exchange
rate was influenced by the announcement that there
was an acceleration of business activity in Great Britain.
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The EUR/JPY exchange rate fluctuated in a narrow
interval during this week, ranging between 162.80 and
160.50. The exchange rate trended in this interval as
the Bank of Japan governor's address in Jackson Hole
was expected at the very end of this reporting week. In
his speech on Friday, the Bank of Japan Governor said
he was ready to raise interest rates in case inflation
continues to rise, indicating that recent volatility will
not affect the Bol's long-term target.
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Table 1 - Exchange rates of the
most important currencies

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

Table 3 - ESTR and
Euribor

%
19-Aug-2024! 23-Aug-20242 Change
EUR/USD 1.1027 1.1192 1.50
EUR/GBP 0.85186 0.84682 -0.59
EUR/JPY 162.80 161.58 -0.75
EUR/AUD 1.65324 1.64711 -0.37
EUR/CHF 0.95521 0.94897 -0.65
uUSsD/JPY 147.63 144.37 -2.21
GBP/USD 1.2944 1.3214 2.09
Central Bank Reference interest Reference Next
rate interest rate meeting
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 ° P
Change in
19-Aug-2024.1 23-Aug-2024.2 basis points
ESTR 3.664 3.664 0.0
Euribor 1W 3.621 3.635 1.4
Euribor 1M 3.595 3.595 0.0
Euribor 3M 3.560 3.525 -3.5
Euribor 6M 3.367 3.382 1.5
Euribor 12M 3.139 3.102 -3.7

! Opening market value on Monday

2 Closing market value on Friday
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Table 4 - Economic indicators (19 -23 Aug 2024)

Exports
Products and services produced in Japan, sold or July
pending for sale outside of Japan. YoY% 11.5% 10.3% 5.4%
Japan Imports
Japan’s demand for foreign products. The value July
of exports and imports is an important input in YoY% 14.6% 16.6% 3.2%
the calculations of the trade balance, current
account and GDP.
Consumer price index (CPI)
It estimates the changes in the cost of living, by July
measuring changes in the price level of market Final data
basket of consumer goods and services MoM% 0.0% 0.0% 0.0%
purchased by an average household. YoY% 2.6% 2.6% 2.5%
Euro area Consumer confident
Measuring consumer confidence in the countries August
of the euro area. This indicator is the result of a Preliminary data -12.6 -13.4 -13.0
survey of euro area consumers regarding their
finances, labour market, willingness to save, as
well as expectations regarding the economy.
Producer Price Index (PPI)
Measures changes in prices of goods and services July
after leaving the place of production. Producers MoM% 0.2% 0.2% 0.2%
transfer higher costs to consumers through retail YoY% -0.8% -0.8% -0.8%
prices, thus PPl is important as an early inflation
indicator.
Germany HCOB Composite PMI
PMI) August
PMI surveys tracks opinion among managers at Preliminary data 49.2 48.5 49.1
manufacturing, construction and/or services
firms. The overall confidence index is generally
calculated based on the results of questionnaires
on inventories, production, orders, employment,
prices, etc.
Initial Jobless Claims
Number of inhabitants receiving unemployment
benefits. 17 August
K=1,000 232K 232K 227K
Existing Home Sales
The indicator shows records of sales in the U.S.
real estate sector and is revised monthly. This
USA report provides a fairly accurate assessment of July
housing market conditions. MoM% 1.3% 1.3% --5.4%
New Home Sales
The indicator shows sales of newly built real
estate in the U.S. This data represents a timely
indicator of housing market conditions, counting July
house sales when housing contracts are signed. MoM% 1.0% 10.6% -0.6%
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The yield on 10-year German government bonds rose
on the first day of this reporting week, ahead of the
bond auctions in Germany, as well as the auctions in
Finland on Tuesday. Olli Rehn, a member of the ECB
Governing Council, said after the market closed on
Monday that the risk to the economic growth in
Europe is growing, which supports the increasing
expectations that the ECB will reduce interest rates
at the September meeting. Yields on these bonds fell
over the next few days, driven by falling stock prices,
as the U.S. payrolls were revised lower, adding to
concerns about U.S. economic growth. The yield rose
from 2.174% to 2.24% on Thursday as the market
lowered expectations of interest rate cuts by the ECB
and the Bank of England following better-than-
expected data from the euro area and Great Britain,
that improved economic outlook. The upward trend
continued during the last day of this reporting week,
and the yield on 10-year German government bonds
recorded a weekly maximum of 2.26% on the same
day, only to fall by 4 basis points by the end of the
day and trended around 2.22% at the close of the
market, following a decline in U.S. government bond
yields.
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The yield on 10-year U.S. government bonds had a
downward trend during the first three days of this
reporting week, due to the growing expectations of
market participants that the Fed will lower the
interest rate at the September meeting. The lowest
weekly yield of these bonds was recorded at 3.75%
on Wednesday, as U.S. payrolls were revised lower,
confirming expectations that the Fed will cut interest
rates in September. A slight recovery in U.S. bond
yields occurred on Thursday after a series of new
data showed that the U.S. labour market continues
to "hold on". The yield on 10-year U.S. government
bonds fell sharply on Friday as the Fed Chairman
confirmed expectations for a September rate cut.
The vyield of these bonds equalled 3.79% at the
closing of the market on Friday.
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The price of gold rose during the first three days of
this reporting week, hitting a new record high of
$2,531.75 an ounce on Tuesday, as traders awaited a
speech by the Fed chairman later this week, which
could give more clues as to how quickly the Fed will
lowers interest rates. The upward trend in the price
of this precious metal is also influenced by the long-
term concerns over the conflict in the Middle East.
The price of gold has risen by 22% as of the
beginning of the year, and Western investors have
increased their investments in gold to position
themselves for the inevitable interest rates cuts in
the U.S. this year, which has helped the price of gold
to rise to record highs. It seems that American and
European buyers are now "waking up" to position
themselves for lower borrowing costs by investing in
gold, something Asia has been doing since the
beginning of this year. The price of gold recorded a
drop on Thursday, as a result of the release of good
data on the U.S. economy, and the price recovered
again by the end of the day on Friday, following the
Fed President's speech in Jackson Hole. The price of
gold reached $2,512.59 per ounce at the closing of
the market on Friday.
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The price of oil recorded a downward trend during
most of this reporting week. The weakening of the
price of oil occurred due to a possible ceasefire in
Gaza and growing concerns about the global demand
for this energy generating product. The price of oil
trended in mid-week around the lowest level since
January of this year, $75.75 per barrel. This price
recovered some of the recent losses by the end of
the week, reaching $78.98 per barrel, as the U.S. jobs
data was revised, as well as due to the statement by
the Fed Chairman who announced that the time has
come to reduce interest rates.

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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