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Weekly overview of short news

After the pandemic, the Swiss National Bank increased interest rates more modestly than other
central banks, and also started easing monetary policy before them all. At the meeting held on 26
September, the SNB reduced the reference interest rate for the third time by 25bp to 1%, and left
the "door open" for more reductions, given that inflation is cooling sharply. The bank forecast that
the average annual inflation rate will be 1.2% at the end of this year, 0.6% in 2025 and 0.7% in 2026.
The Reserve Bank of Australia (RBA) held its meeting this week. Interest rates were kept at existing
levels, and it was reiterated that policy must remain firm in order to reduce inflation.

An ECB Governing Council member, Martin Kazaks, stated that for him, the danger of persistent
inflation of services in the euro area rather than economic growth represents a greater concern at
the moment. Euro area consumer price growth slowed to 2.2% in August, and the slowdown is
expected to continue in September as well, although service inflation remained at 4%. At the same
time, output is not recovering as it should, and at the September meeting, the ECB reduced its
forecasts regarding economic growth for the period 2024-2026.

Even Isabelle Schnabel, the ECB's Executive Board member, has become more concerned about the
euro area economy. She said that "the economy is stagnating", that "research points to its
slowdown" and that there are "evident growth signs of softening" of the labour market, although it
remains resilient.

Inflation in France and Spain fell below 2%, fuelling predictions by investors and economists that the
ECB will accelerate the pace of interest rate cuts. The harmonized index of consumer prices in
France was reduced to 1.5% in September, which is the first time in the last three years that it has
been below the ECB's target, mainly due to the drop in energy costs. There is a similar trend in Spain
where the harmonized index of consumer prices was reduced to 1.7%, whereas analysts expected
increase of 1.9% for both economies. A separate ECB survey found that consumers expect prices to
rise more slowly over the coming years.

The easing of price pressures is also present in the U.S., where the personal consumption
expenditure deflator, which is the Fed's preferred measure of inflation, showed the lowest annual
growth since March 2021 in August, at a rate of 2.2%.

France's new government has warned that the budget deficit has increased more than expected,
and could exceed 6% of GDP, and pledged to take serious steps to ensure credibility. The challenges
facing this economy have caused the spread between 10-year French and German yields to widen to
its highest level since August, at around 80bp.

The latest set of Chinese measures, presented in this reporting week, is aimed at returning the
economy to the target level of 5% annual growth. The People's Bank of China reduced the 7-day
reference interest rate from 1.7% to 1.5% (the 7-day reverse repo rate), and the reserve
requirement rate was also reduced by 0.5% (with the possibility of further reduction until the end of
the year), which leaves banks with more funds for loan growth and growth stimulation. The People's
Bank of China Governor, Pan Gongsheng, has also announced plans to reduce mortgage rates that
will reduce the burden on property owners, thereby trying to boost the real estate market and weak
domestic demand. In addition to these, measures to support the stock market were also
announced, i.e. institutional investors will be given access to central bank funds to finance the
purchase of shares, and the formation of a state-backed Stabilization Fund is being considered. The
head of China's National Financial Regulatory Administration, Li Yunze, announced capital injections
into the biggest banks to boost their capacity to support the economy, marking the first time Beijing
has injected capital into its big banks since 2008, and according to sources close to this topic, the
amount could go up to 1 trillion yuan (about $142 billion). In addition, the Reuters news agency
reported that the Ministry of Finance plans to issue about 2 trillion yuan ($282 billion) of special
government bonds this year, and the funds collected would be evenly distributed to stimulate
spending and help local governments deal with debt issues.
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FX NEWS
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The EUR/USD exchange rate fell on Monday due to
data indicating that activity in the euro area private
sector fell for the first time since March - the
preliminary composite PMI fell from 51.0 to 48.9 in
September. Cooling inflation and rising wages have not
boosted consumer spending, and weak foreign demand,
especially from China, had negative impact on
businesses. In addition, employment in manufacturing
fell sharply, while job growth in the service sector
slowed. The EUR/USD rate rose the following day as the
dollar weakened due to economic data from the U.S.
Namely, it was announced that consumer confidence in
the USA was below expectations (98.8 compared to the
expected 104.0). The exchange rate fell on Wednesday
as the U.S. currency strengthened following the
publication of data on the sale of new real estate in the
U.S. The EUR/USD exchange rate rose on the daily level
on Thursday, as the risk appetite improved due to
massive injection of capital into the largest Chinese
banks by the government, as well as owing to the solid
situation in the U.S. economy. The EUR/USD rose on
Friday as the Fed's preferred measure of inflation
slowed more than expected in August, and weakened as
better U.S. consumer confidence data came in.
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The EUR/GBP exchange rate fell at the beginning of the
week due to weaker-than-expected economic data from
the euro area. The exchange rate recorded growth in
the following two days, fuelled by market participants'
expectations that the Bank of England will reduce the
interest rate by 25bp in November. These expectations
were additionally supported by the statement of the
Bank of England Governor who announced that inflation
is moving lower and therefore he thinks the interest
rates will gradually decrease. The exchange rate fell on
Thursday due to increased demand for riskier assets,
while a slight recovery of the exchange rate was
recorded on Friday.
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The EUR/JPY exchange rate fell in the early morning
hours on Monday, and fluctuated in the rest of the day.
The exchange rate rose the next day as the Bank of
Japan Governor stated that the Bank can afford time to
monitor developments in the global financial market,
implying that the Bank of Japan will not be in a hurry to
raise the interest rate. The exchange rate rose in the
rest of the week, as the yen weakened due to reduced
expectations that the BoJ will raise the interest rate
again by the end of the year, due to the cautious stance
of the Governor Ueda. At the very end of the week, the
exchange rate fell following the news that the former
defence minister of Japan, Shigeru Ishiba, was elected
as the new prime minister of Japan on the fifth attempt.
Ishiba will succeed Fumi Kishida, who has resigned,
together with his Cabinet. The newly elected prime
minister stressed the need to "get out of deflation
completely" and promised to increase wages to keep
the economy on the road to recovery.
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Table 1 - Exchange rates of the %
most |mportant currencies 23-Sep-20241 27-Sep-20242 change
EUR/USD 1.1162 1.1162 0.00
EUR/GBP 0.83794 0.83467 -0.39
EUR/JPY 160.59 158.79 -1.12
EUR/AUD 1.64001 1.61765 -1.36
EUR/CHF 0.94906 0.93832 -1.13
UsD/IPY 143.85 142.21 -1.14
GBP/USD 1.3321 1.3374 0.40
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 o
Bank (ECB) refinancing rate 3.65% 17-0ct-2024
Federal Reserves Federal Funds 5 00% 7-Nov-2024
(Fed) Target Rate
Bank of Japan Overnight Call 0.25% 31-Oct-2024
(BoJ) Rate
?;;:)of England Official Bank Rate 5 00% 7-Nov-2024
Z\;V:,S;(I;l;t;)mal Libor Target Rate 1.00% 12-Dec-2024
Bank of Canada Target Overnight 4.95% 93-0ct-2024
(BoC) Rate
Reserve Bank of o
Australia (RBA) Cash Rate Target 4.35% 5-Nov-2024
Table 3 - ESTR and
Euribor Change in
23-Sep-2024.1 27-Sep-2024.2 basis points
ESTR 3.412 3.415 0.3
Euribor 1W 3.351 3.369 1.8
Euribor 1M 3.374 3.365 -0.9
Euribor 3M 3.436 3.326 -11.0
Euribor 6M 3.184 3.152 -3.2
Euribor 12M 2.918 2.771 -14.7

! Opening market value on Monday
2 Closing market value on Friday
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Table 4 - Economic indicators (23 - 27 September 2024)

Country

Indicator

Expected
value

Euro area

Economic Confidence

The monthly confidence indicator reflects general
economic activity in the euro area. This indicator
combines estimates and expectations derived from
surveys of companies and consumers, which include
various components of the economy: industry,
consumers, construction and retail.
HCOB Eurozone Manufacturing,
Composite PMI

PMI surveys tracks opinion among procurement
managers in manufacturing and/or services sectors.
The index was obtained from the results of
questionnaires related to production, orders, stocks,
employment, prices, etc.

Services,

September

September
Preliminary data

96.5

45.7
52.3
50.5

44.8
50.5
48.9

45.8
52.9
51.0

Germany

HCOB Germany
Composite PMI
PMI surveys tracks opinion among procurement
managers in manufacturing and/or services sectors.
The index was obtained from the results of
questionnaires related to production, orders, stocks,
employment, prices, etc.

Manufacturing, Services,

September
Preliminary data

42.3
51.0
48.2

40.3
50.6
47.2

424
51.2
48.4

France

Consumer price index (CPI)

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.

HCOB Eurozone Manufacturing,
Composite PMI

PMI surveys tracks opinion among procurement
managers in manufacturing and/or services sectors.
The index was obtained from the results of
questionnaires related to production, orders, stocks,
employment, prices, etc.

Consumer Confidence

An assessment of consumer confidence in terms of
business conditions, employment and personal
earnings. The Consumer Confidence Index is tied to
personal spending.

Services,

Preliminary data
MoM%
YoY%

September
Preliminary data

September

-0.7%
1.6%

44.2
53.1
51.5

92

-1.2%
1.2%

44.0
48.3
47.4

95

0.5%
1.8%

43.9
55.0
53.1

92

USA

New Home Sales

The indicator shows the sale of newly built
properties in the U.S. This data represents a timely
indicator of housing market conditions, counting
house sales when housing contracts are signed.
Initial Jobless Claims

measure the number of people who have filed for
unemployment benefits for the first time.

PCE Price Index

This is an indicator that measures changes in the
prices of goods and services purchased by
consumers in the United States. This index is
important because it shows inflation (or deflation)
across a wide range of consumer spending and
reflects changes in consumer behaviour.

Personal Spending

The value of goods and services purchased by or on
behalf of U.S. residents.

August
MoM%

21 September
K=1,000

August
MoM%
YoY%

August
MoM%

-5.3%

223K

0.1%
2.3%

0.3%

-4.7%

218K

0.1%
2.2%

0.2%

10.6%

219K

0.2%
2.5%

0.5%

Japan

Tokyo CPI
Measures the prices that consumers pay for a
market basket of products and services.

September
YoY%

2.2%

2.2%

2.2%
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EUROPEAN GOVERNMENT BONDS MARKET
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The vyield on the 10-year German government
bond fluctuated throughout the week, falling
from 2.21% to 2.13%. The yield had a changing
trend in the first two days, but generally
weakened, as the lower-than-expected data on
manufacturing, service and  composite
purchasing managers' index (CPMI) in France,
Germany and the euro area fuelled expectations
that the ECB could reduce the rate at the
October meeting as well. The yield had an
upward trend throughout the day on
Wednesday, caused by weakening expectations
regarding the final ECB rates - traders'
expectations of a cut for this year are stable, but
they have weakened slightly for the next year.
The yield fell on Thursday, but it returned to its
previous level by the end of the day. However,
the yield fell sharply on Friday, to 2.11%, as
preliminary data showed that the inflation rate
in France and Spain for September was below
the ECB's expectations and targets, thus fuelling
expectations of an October ECB rate cut.
However, a key segment of the German yield
curve normalized this week, as traders expect
the ECB to accelerate the pace of interest rate
cuts due to concerns about the economic
recovery of the euro area. Once the indicators
pointed to a contraction in the euro area's
private sector for the first time since March, the
yield on 2-year German government bonds fell
below the equivalent 10-year yield for the first
time since November 2022.

U.S. GOVERNMENT BONDS MARKET
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The yield on 10-year U.S. government bonds
also fluctuated during this reporting week,
being at the same level around 3.75% both at
the beginning and at the end of the week. The
yield recorded sharp changes in the first two
days of the week due to release of mixed U.S.
economic data, but generally weakened. The
composite PMI exceeded expectations, but
consumer confidence was weaker than
expected. This yield had an upward trend as of
Wednesday following the developments on the
European government bond market. The
increase in yields followed as the revised data
on U.S. GDP in Q2 indicated that the economy is
still in a fairly good condition, while at the same
time expectations that the Fed will repeat a
large reduction in interest rates were reduced.
In addition, the number of new requests from
the unemployed for receiving social assistance
unexpectedly decreased, which contributed to
the reduction of these expectations. However,
the yield was mostly weaker on Friday, as the
core consumer price deflator in the U.S slowed
down more than expected on a monthly basis in
August.
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The price of gold did not record significant
changes on Monday and averaged $2,624.80
per ounce. The price of this precious metal had
a more pronounced trend of development and
growing on the following day, as the U.S.
economic data were released that did not meet
the expectations of the market and how these
data increased the prospects that the Fed will
reduce the interest rate in the following period.
This trend was also supported by the news that
China is introducing measures aimed at
supporting economic growth. The price rose on
Thursday due to a drop in interest rates, an
expected increase in physical demand from
India and the threat of an expanding war in the
Middle East. At the very end of the week, the
price fell once the better-than-expected data on
the index, which measures consumer
confidence, was released by the University of
Michigan. The index rose to 70.1 in September
from August's 67.9 and the expected 69. The
gold price was $2,618.68 per ounce at the
beginning of the week, reaching $2,658.24 per
ounce at the end of the week.
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The oil price fluctuated for the first two days of
the week. Namely, the price of oil rose due to
concerns about the escalation of the conflict
between Israel and Hezbollah and speculation
regarding economic stimulus in China. In
addition, a potential hurricane on the American
Gulf Coast threatened to cut off the supply of
this energy generating product and forced
companies to take certain precautionary
measures (closing oil facilities; evacuating some
of the staff). The price of oil weakened in the
mentioned period, mainly due to concerns that
demand from China would weaken. The price
had a downward trend on Wednesday and
Thursday as there was a change of leadership in
the Central Bank of Libya, which opened the
possibility to revive oil production, as well as
due to the announcement that Saudi Arabia
committed to increase production in December.
The new governor of the Bank is Naji Issa and
this election could prevent a possible collapse of
the country, since the central bank plays a key
role in the management of Libya's state
resources, especially the oil sector. Oil exports
in Libya were reduced to around 400,000
barrels per day in September, due to political
instability caused by uncertainty regarding
control over the central bank. The price of oil
recovered in the last day of the week following
the new tensions in the Middle East. The price
of oil was $74.55 per barrel at the beginning of
the week, reaching $72.08 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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