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Main events of the previous week 

The US Federal Reserve has decided to maintain its target range for the federal 

funds rate at 0-0.25% and believes that it would be appropriate to maintain this 

range until conditions in the labor market reach levels corresponding to 

estimates of maximum employment, and inflation - target 2%. At the same 

time, all 18 members of the committee predict the base interest rate in 2021 at 

the level of 0-0.25% and its increase in 2023. Thirteen members of the 

committee in 2023 are in favor of raising the rate from 0.25-0.5% to 1.5-1.75%, 

only five are in favor of keeping it at the current level. According to the 

regulator's estimates, until 2022 inclusive, the rate will average 0.1%, in 2023 - 

0.6%. In the long term, the US Federal Reserve expects the rate to be around 

2.5% per annum. In addition to maintaining the rate at current levels, the Fed 

plans to continue purchasing at least $80 billion of Treasuries monthly, as well 

as Mortgage-backed Securities at least $40 billion monthly in the coming 

months, until significant progress is made to reach maximum employment and 

price stability. The June meeting of the US regulator was also accompanied by 

a positive update of economic forecasts. In particular, the Fed raised its forecast 

for the country's GDP growth in 2021 to 7% from 6.5%. The economic growth 

forecast for 2022 was maintained at 3.3%. At the end of 2023, an increase of 

2.4% is expected against the previously forecasted 2.2%. The Fed believes that 

progress in vaccination has reduced the spread of COVID-19 in the United 

States. Against the backdrop of this progress, as well as political support, 

indicators of economic activity and employment improved. Industries hardest 

hit by the pandemic remain weak, but are seeing improvement. The US 

regulator also improved its forecast for unemployment in 2022 to 3.8% from 

3.9%. In 2021, the unemployment rate is expected to be around 4.5%, in 2023 

- 3.5%. The forecast for US inflation in 2021 was increased to 3.4% from 2.4%, 

in 2022 - to 2.1% from 2%, in 2023 - to 2.2% from 2.1%. According to the 

committee's estimates, the rise in inflation is associated with temporary 

factors. At the same time, the general financial conditions remain favorable, 

but risks to the economic outlook remain, the committee members believe. 
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Responsibility disclaimer regarding financial market reviews 

The author of this review is Baltic International Bank SE (Registration No. 40003127883, legal address: 43 Kalēju Street, Riga, LV-1050, Latvia) (the ‘Bank’). This review was created for informational 

purposes only and cannot be considered as an offer or recommendation for the purchase, holding or sale of securities, or as an investment recommendation, investment research or investment 

advice. Investment services, including investments in financial instruments, are associated with the risks described in the document ‘Characteristics of Financial Instruments and Inherent Risks’. The 

document can be found on the home page of Baltic International Bank at https://www.bib.eu/en/documents. The Bank and the persons associated with it and its employees shall not be liable for 

direct or indirect losses of the persons who have read this review as well as for the penalties imposed on said persons even if there is a warning about their possible application. Those who have 

read this review should fully base their investments on their own assessment of the circumstances affecting investments. Responsibility for the decisions made based on the information contained 

in this review lies entirely and exclusively with the person who has read this review. The information referred to in this review was obtained from publicly available sources, and the Bank and its 

employees shall not be responsible for the accuracy and completeness of the information received and provided in this review, as well as for inaccuracies or errors made in this review. The Bank may 

also have information not reflected in this review. The issuers mentioned in this review are not familiar with its contents. The Bank notifies that at the time of writing this review as well as in the future 

the Bank may enter into legal relations with the companies named in this review. In this regard, the Bank may have a conflict of interest that affects the objectivity of this review. The Bank reserves 

the right to conduct transactions in securities and financial instruments specified in this review not being guided by the information specified in it. The Bank’s Compliance Control Department 

ensures that the Bank’s employees avoid conflicts of interest. The Bank is supervised by the Financial and Capital Market Commission of the Republic of Latvia. 
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Economic data 

Eurozone. The consumer price index in May rose 0.3% versus April, while the 

annual inflation rate was 2%. The growth of the core inflation rate, excluding 

food and energy, amounted to 1% y/y in May. 

The volume of industrial production in April increased by 0.8% versus March, 

in turn, the growth in the volume of industrial production in annual terms 

amounted to 39.3%. 

US. The number of initial jobless claims for the week was registered in the 

amount of 412 thousand, which is 37 thousand more than the week before and 

61 thousand more than predicted by analysts. 

The volume of retail sales in May fell by 1.3%, in turn, excluding data on the sale 

of gasoline and cars from the indicator, retail sales in May decreased by only 

0.7%. 

The volume of industrial production in May increased by 0.8% versus April, in 

turn, the growth in the volume of industrial production in annual terms 

amounted to 16.3%. 

China. Growth in retail sales in May was slightly lower than expected and 

amounted to 12.4% versus May 2020. 

The volume of industrial production as expected in May increased by 8.8% 

compared to May 2020. 

The unemployment rate in May fell by 0.1 percentage points and amounted to 

exactly 5%. 

 

Key events this week 

 On Wednesday, the level of business activity in June will become 

known in the Eurozone and the United States, also US will report on 

changes in oil reserves for the week. 

 On Thursday, the US is to publish data on sales of durable goods for 

May, as well as the number of initial jobless claims for the week. 

 On Friday, data on personal income and expenses of Americans for 

the month of May will become known. 
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