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1. Executive Summary

1.1  Introduction

Welcome to the latest edition of THE TREASURY 

HUB Banking and Treasury Markets Bulletin of 

2021. A lot has happened since the end of the 

Summer so fasten your seatbelts. Going to be a 

busy run into Christmas and (most probably) a 

volatile start to 2022.

Interest rates are back on the agenda. Growing 

fears about the pace and scale of inflation globally 

has led to a re-assessment by the market of the 

prospects for long-term interest rates (both in the 

swaps markets and for government yields). In 

addition to this, at a more boring level, Libor is 

disappearing for GBP loans from December 31st   

so hopefully your documentation and systems are 

prepared.

Corporate activity remain buoyant with sellers 

continuing to achieve strong multiple of earnings 

across most (all?) sectors.

On the currency front, GBP has continued to 

strengthen and has recently dipped below 84p 

against EUR bringing it back to where it started in 

the week or so after the Brexit vote in June 2016. 

USD has had an even better run and is over 8% 

lower (stronger) against EUR than it was at the 

start of the year. 

From an investment perspective, stock markets 

performed well over the Summer but have been 

jumpy over the past few weeks (higher interest 

rates often lead to lower equity markets, especially 

for those shares that have exhibited very strong 

growth).

Section 5 looks at interest rates and inflation. 

1.2  Markets in a Table: what’s up and what’s 

down?

Table 1. Key Metric Movements: 2021 

Please note that the % moves are in green if the 

metric has moved upwards and in red if it has moved 

downwards. It is NOT a statement as to whether this 

is a positive or negative move as one could be a 

borrower or depositor, a seller or buyer of currency, 

etc. Also, the % move for interest rates is in absolute 

terms while for currency and equities it is expressed 

in relative terms. 

We continue to keep the report short and focused on 

key aspects that companies need to manage from a 

financial perspective.

A lot of green on the table above. Somewhat 

surprising to see 3-month Euribor recently lower but 

we think it is linked to banks beginning to manage 

their balance sheets for year end. If you have cash to 

deposit over year-end be careful – you may find that 

interest rates available will be very poor. 

On the macroeconomic front, inflation, unemployment 

and earnings (wages) data continue to garner a lot of 

attention. Oil prices remain very high and the focus 

on gas prices in Europe as well as its availability 

(Europe depends on Russia for a lot of gas) is real.

A lot happening as we move towards Christmas

on so many fronts. So, plenty to read in this

edition.

Heading Metric YTD move From To

Interest 3-m euribor -0.03% -0.5460% -0.5720%

Interest EUR 3-year 0.32% -0.5400% -0.2200%

Interest GBP 3-year 1.18% 0.0813% 1.2600%

Interest USD 3-year 0.91% 0.2330% 1.1400%

FX EUR/GBP -6.35% 0.8937 0.8403

FX EUR/USD -8.25% 1.2248 1.1315

Equities ISEQ 11.04% 7376 8190

Equities FTSE 100 12.79% 6460 7286

Equities Nasdaq 26.39% 12888 16289

Commodities Brent Crude 58.378% 51.80 82.04

Commodities Gold -5.879% 1896 1785

Gilts IE 10-yr 0.5700% -0.300% 0.270%

Gilts GB 10-yr 0.7930% 0.207% 1.000%

Gilts US 10-yr 0.7200% 0.930% 1.650%
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1.2  Forward-looking Indices

Forward-looking indictors known as Purchasing 

Manager Indices or PMIs are useful to monitor the 

economic outlook for Ireland and the UK. Readings 

above 50 indicate expansion while below 50 

denote contraction. Irish indicators continue to look 

good, and while construction eased back, it is off a 

5-month low in September. In the UK, the figures 

are a little softer although the Services figure 

includes the fastest rise in export demand for 3.5 

years. The manufacturing number continues to be 

held back by delays in the supply chain.

Table 2. Irish and UK PMI readings

1.3  Macroeconomic Outlook

The global outlook remains generally positive 

based on many metrics. However, the prospect of 

inflation staying high as the huge stimulus 

packages of Central Banks begin to reverse is 

causing some to worry about stagflation; higher 

inflation accompanied by stagnant growth. We will 

look at this in more detail later in the report.   

1.4  Vaccines

% fully vaccinated

Ireland: 75.7%

European Union: 66.7%

UK: 68.9%

US: 58.3%

(Source: Financial Times)

Highest vaccination is Singapore with 88.2% 

followed by Portugal at 86.6%. Total global 

doses now stands at 7.78 billion. The release of 

an anti-viral drug looks imminent in Q1 2022 

and hopefully that will further aid a return to full 

“normalisation” of activities.

2.1  EUR/GBP

Although there was a certain level of volatility 

in this currency pair over the Summer, the 

general trend has been lower. The past few 

months have seen the inflation/interest rate 

debate start to impact  on currency markets. 

Broadly speaking, the ECB is seen as being slower 

to hike interest rates compared to the UK or US. As 

a result, because rates are perceived to be moving 

higher in the UK, it makes it more attractive to 

invest in interest-bearing GBP assets.  

The 2021 trend in Graph 1 below shows a 

strengthening channel over the course of the year. 

The rate had been trading more recently in a range 

of EUR/GBP0.8450 to EUR/GBP0.8650 (and 

tightening). It has broken through the bottom of this 

range. The channel remains downward with the 

current range below being EUR/GBP0.8610 to 

EUR/GBP0.8380.

All of this has been a large benefit to exporters with 

the year to date average rate of EUR/GBP0.8617 

with the average since July 1 of EUR/GBP0.8530. 

Hopefully it has protected against an element of 

rising costs for many. Graph 2 overleaf shows the 

trend since the Brexit vote and highlights the 

rollercoaster ride that has been EUR/GBP over 5 

years. But, after all that, we are back to where it 

started post Brexit vote. Current rates look very 

attractive with the next key date being MPC 

meeting on December 16th. Markets expect a rate 

hike so the risk is on the downside i.e. that they fail 

to do so. A bit of hedging before then might not be 

a bad idea for exporters?

Graph 1. EUR/GBP: 2021 trend

Variable Ireland UK

Manufacturing PMI 62.1 58.2

Services PMI 63.4 58.6

Construction PMI 56.9 55.2

2. Foreign Exchange

Daily EURGBP= 04/01/2021 - 07/12/2021 (GMT)

Line, EURGBP=, 19/11/2021, 0.8403, -0.0022, (-0.26%) Price

GBP

0.84

0.845

0.85

0.855

0.86

0.865

0.87

0.875

0.88

0.885

0.89

0.895

0.9

0.8403

18 01 16 01 16 01 16 03 17 01 16 01 16 02 16 01 16 01 18 01 16 01
Q1 2021 Q2 2021 Q3 2021 Q4 2021



Banking and Treasury Markets Report November 2021 

Page 4

Graph 2. EUR/GBP: 5-year trend

2.2 EUR/USD

Graph 3 is the 5-year trend in EUR/USD. This demonstrates the period of weakness that we were in the 

middle of this time last year has abated significantly since the start of the Summer when it hit EUR/USD 

1.2250 to current levels around EUR/USD1.12 - a strengthening of almost 9%. Good news for exporters but 

bad news for large energy/fuel users as it has also coincided with high oil prices – a very material double-

whammy on that front. now. Again, current levels look attractive for exporters. 

Graph 3. EUR/USD: 5-year trend

Daily EURGBP= 21/11/2016 - 24/02/2022 (GMT)

Line, EURGBP=, 19/11/2021, 0.8401, -0.0024, (-0.28%) Price
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3.1  EUR/GBP

3.1 EUR Short-term Rates

The Euribor rate that we continue to monitor for the 

purposes of this bulletin (as it is the most relevant 

one for variable rate debt) is the 3-month rate. 

Key Observations

Having briefly started to move upwards in 2020, 3-

m euribor traded in a very narrow range for most of 

this year, around -0.53%, but has eased again in 

the past few weeks. The move has been attributed 

to movement in the interbank market as banks start 

to “manage” their balance sheets for the December 

31st year end. This rate should start to increase in 

2022 assuming inflationary pressures are more 

permanent and longer-term rates start too climb.

Graph 4. 3-month Euribor: 12-month trend

3.2  EUR Medium-term Rates

3-year swap rates (i.e. fixed rate before lending 

margins) have climbed over 2021 and it is this rate 

that borrowers need to monitor as longer-term 

rates will start to rise six to nine months in advance 

of any ECB move on short-term rates. It broke 

through -0.10% for the first time since April 2019 

but has eased back again as there appears to be 

less pressure coming from the ECB to ease back 

on monetary easing plus the pace of economic 

recovery is slowing again in line with a fourth Covid 

wave in Europe. So, while there is no immediate 

pressure on these rates, it is time to put rate fixing 

back on the agenda for closer monitoring now. As 

previously mentioned, there are certain aspects 

that one needs to be aware of when fixing the cost 

of debt so get in contact if considering it.

Graph 5. EUR 3-year swaps: 5-year trend

3.3 Summary

Inflation remains the most important consideration 

in assessing the future prospects for interest rates 

and it has taken off over the past couple of months. 

Eurozone inflation, which started the year at 

+0.9%, hit +3.0% in July and +4.1% in October. 

October figures in Ireland, the UK  and the US 

were +5.1%, +4.2% and +6.2% respectively. Irish 

producer prices have increased on a monthly basis 

in 7 of the past 10 months. If food inflation kicks in 

(+0.8% year-on-year in October), wage price 

pressure will likely emerge.  

3.3  UK and US Interest Rates

With UK and US inflation both now at elevated 

levels (highest since 2011 and 1990 respectively), 

interest rate hikes by the Bank of England and the 

Fed are now factored in by the financial markets. 

This would probably give some extra impetus to 

the respective currencies versus the Euro into Q1 

2022 as a result.     

Graph 6. GBP 3-year swaps: 5-year trend

3. Interest and Economic Review

Daily EURAB6E3Y= 21/11/2016 - 23/02/2022 (GMT)
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Graph 7. USD 3-year swap rates: 5-year trend

The expectation of higher interest rates is most 

pronounced in the US as per the above graph, being 

impacted upon by rising inflation figures. The US rate is 

exceptionally high at +6.2% in October but it not just 

energy that is driving it higher: food is up +5.4%, new 

vehicles +9.8% and transportation services up +4.5% to 

select just a few sub-headings.

US Government 10-year bond yields have bounced around 

over the Summer – from 1.60% in June to 1.20% in August 

and back to 1.64% currently. The rate was as low as 

0.51% in August 2020 (which was an all-time low). The 

more recent trend will be closely watched.     

3.4 UK Economic Outlook

Although the most recent PMI readings (see Section 1.2) 

are lower than in Ireland, they are still in positive territory. 

Unemployment continues to fall – from 5.2% last 

December to 4.3% in September as the participation rate 

remains high at 78.9%. Youth unemployment is also down 

to 11.7% versus 14.7% one year ago. Meanwhile average 

earnings rose by 5.8% year-on-year in the three months to 

September 2021. The Base Rate remained at 0.1% in 

November on a 7-2 vote but not for much longer if the 

markets are to be believed. Retail sales picked up in 

October after 5 months of negative trends and with 

consumer credit increasing in each of the past few months, 

the hope (and early sign) is that there has been a strong 

start to Christmas consumer spending. 

The outcome to the most recent talks with the EU will have 

a bearing on 2022 economic growth – the recent mood 

music appears to have been more positive than in the past. 

Watch the political scene – Boris possibly under pressure 

after his rambling CBI speech?   

UK government borrowing hit another all-time 

high in October at £2,277 billion, up from £2,133 

billion in December last year. The Tory 

government appears to be split around the 

“wisdom” of increasing taxes to pay for the 

pandemic spike in borrowing. But the real 

concern at the minute is the prospect of 

stagflation - rising inflation with stagnant 

economic growth. GDP growth was +6.6% for 

the year to the end of September 2021. Likely to 

start slowing down in 2022.

3.5 US Economic Outlook

US unemployment continues to fall. From a peak of 

14.7% in April 2020, it dropped to 4.6% in October. 

The S&P 500 has now risen from 2237 at the start 

of the pandemic to 4701 recently. However, a 

recent article on Bloomberg stated that the ratio of 

Price to sales is now significantly higher than it was 

at the peak of the financial crisis. Fears of a 

correction abound.

As already mentioned, inflation is the big US news 

story at 6.2% (highest since November 1990). 

Producer prices remain even higher, up +.8.6% 

year-on-year to October 2021. 

On the housing front, the Case-Shiller city price 

index has climbed as it has consistently since the 

trough of the last housing crisis in 2008.

In summary, the impact of inflation (if not transitory) 

on bonds, equities and interest rates in general 

remains the most keenly debated topic among 

market commentators. McKinsey recently reported 

that global asset values are 50% higher than the 

long-run average relative to income. Asset prices 

being high implies growing concerns around 

bubbles. 

Of course we have mentioned this before over the 

past 2 years … and we are still waiting. But it will 

happen eventually – this bull run cannot continue 

forever.

Daily USDAM3L3Y= 25/11/2016 - 01/03/2022 (GMT)

Line, USDAM3L3Y=, 24/11/2021, 1.1440, +0.0260, (+2.33%) Price
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4.1 Oil

Graph 8. Oil prices: 5-year trend

Since the pandemic started (and oil prices 

collapsed), it has been a largely upward trajectory 

as economies were supported by central bank 

intervention and then global economic recovery. 

The Oil price peaked at $86.40 in October. The US  

and a number of other countries have recently 

announced that they will release Oil from their 

strategic reserves to take some pressure off supply 

but as OPEC continues to call the shots, we persist 

with the view that Oil prices above $70 remain a 

reasonable outlook…for now.  

4.2 Gold Price Trends

Graph 9. Gold prices: 5-year trend

Gold price has come off highs of last year and has 

been in a very gradual downward trend since. We 

originally included this as a “safe haven” play in 

turbulent times. Unless you think that there are no 

asset bubbles about to burst, we will continue to 

watch it for the foreseeable feature.    

4.3 Equity Markets

Equity markets that we follow (see Table 1) are up 

between 11% and 26% his year (NASDAQ being 

the top performer). How long more can this 

continue? Markets are divided. For example, there 

was a large sell off in one stock this week (Asana 

dropped 20% in a day but is up from $25 to $106 in 

the past 12 months) on the basis that these “super-

growth” stocks get hit when bond yields start to 

rise. Big gains need to be consolidated!

Graph 10. ISEQ 5-year trend

Graph 11. FTSE 5-year trend

Graph 12. NASDAQ 5-year trend

4.  Wealth Management
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5.1  Inflation

This is the story that won’t go away right now.  

Graph 13. US Inflation: 1996-2021

The above chart shows how strong the current figures are…and why people are beginning to get worried in 

the US. Remember they have also announced a huge infrastructure programme in the aftermath of their 

pandemic supports. 

The Irish figure is also above the EU figure by 1% - we raced ahead of the EU during the noughties and it 

lead to high asset prices as interest rates remained lower than we needed. Not the same level of leverage out 

there this time but the inflation/wages loop is the concern. 

5.2 Bond Yields

Graph 14. US Bond Yields 20-year trend

5. Inflation, Interest and Others 

Daily US10YT=RR 26/11/2001 - 06/12/2022 (EST)
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In a historic context, US rates are off the all-time low and are getting back to more “normal” levels but are by 

no means high. 

Graph 15. Irish Bond Yields 20-year trend

The Irish graph is different as the financial crisis saw rates rocket. Current rates are much lower than in the 

noughties but the trend in the past 12 months has been from negative (-0.30%) to current positive levels.  

5.3 Pensions

The EU Directive on Pensions (IORPS II) has led to new legislation and a new code for pension schemes. 

The code, released in the past week or so, looks like driving a lot of pension schemes away from operating 

“independently” and towards either Master Trusts or PRSA schemes. It is felt that this will place even further 

responsibility of the shoulders of employees/scheme members (and this is on the back of the demise of 

Defined Benefit Schemes in favour of Defined Contribution Schemes). One could argue that this is at odds 

with the push towards ESG (asking employees to take on further risk in what is a complicated area). 

Employers may welcome it as it will remove the need to have scheme trustees from the firm if Master Trusts 

or PRSA schemes are adopted. Lot of work to be done if companies wish to retain their schemes.  

5.4 The death of GBP Libor  

Libor will cease to exist from the end of this year meaning that loans (and swaps) will no longer be using this 

basis. The alternative of a compounded overnight right has implication for systems as well as documentation 

(it will be calculated in arrears, not in advance like Libor). In some cases we have seen the basis move to the 

relatively easy to use ( and understand) Bank of England Base Rate e.g. overdrafts. 

If you haven’t done any work on it to date, you need to move quickly.

5.5 Sustainability

We know that this (and ESG in general) is increasingly relevant for companies and it already has impacted on 

the investment community. The main challenge for companies has been to understand how it might impact on 

them and what to measure and report.

The EU has produced a Taxonomy for sustainable activities which entered into force in July 2020. It has 6 

environmental objectives. The EU Green Deal also starts with the objectives of reorientating capital flows 

towards sustainable investment, bringing mainstream sustainability into risk management and fostering 

transparency and long-termism. We will revisit this in more detail in early 2022 but take it that all firms will 

have to embrace this topic – its only a matter of when.

5. Interest, Inflation and Others

Daily IE10YT=RR 26/11/2001 - 06/12/2022 (GMT)
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