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Main events of the previous week 

The Bank of England has kept its base interest rate at 0.1% per annum on its 

February meeting. The limit on funds for the purchase of assets was maintained at 

895 billion pounds. The British regulator noted that the Covid-19 pandemic 

continues to negatively affect income, expenses, and the labor market in the UK. 

Inflation remains well below the 2% target. Vaccinations should help the UK 

economy recover quickly by the end of 2021, according to the British Central Bank. 

Nonetheless, the regulator stands ready to take further action, if necessary, to help 

the economy recover and keep inflation on target. The Bank of England noted that 

it will take time for most of the banks to change systems and processes and to 

implement strategic or tactical decisions. The Bank of England stressed that all this 

does not mean the inevitability of the introduction of negative rates. Nonetheless, 

the Bank of England will work with policy development companies to prepare all 

eligible firms for a negative rate regime in six months. Negative rates actually allow 

businesses and individuals to borrow money while receiving interest. At the same 

time, investing in bank deposits and other debt instruments brings losses to their 

owners equal to the negative rate. Such a monetary regime theoretically encourages 

investment in other exchange-traded instruments and businesses, as well as active 

spending, which should promote economic growth. However, negative interest 

rates have a further downward impact on banks' profitability, negatively affecting 

their financial performance. 
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Responsibility disclaimer regarding financial market reviews 

The author of this review is JSC Baltic International Bank (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 

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

of 779 thousand, which is 33 thousand less than the previous week and 51 thousand 

less than predicted by analysts. 

The final estimate of the PMI business activity index in January shows that it has 

risen by 3.4 points to 58.7. Of the indicators, that make up the index, business 

activity in the service sector was 3.5 points higher, but the state of the 

manufacturing sector increased by 2.1 points. 

The unemployment rate in January fell by 0.4 percentage points and amounted to 

6.3% and the number of nonfarm payrolls amounted to 49 thousand, which is 1 

thousand less than expected and 276 thousand more than a month earlier. 

Eurozone. The final estimate of the PMI business activity index in January shows 

that it has decreased by 1.3 points to 47.8. Of the indicators that make up the index, 

business activity in the service sector was 1 point lower, while the state of the 

manufacturing sector decreased by 0.4 points. 

The unemployment rate in December remained at the level of November at 8.3%. 

The consumer price index in January increased by 0.2% compared to December 

2020, while the annual inflation rate was 0.9%. The growth of the core inflation rate 

excluding food and energy resources in January amounted to 1.4% y/y. 

According to preliminary calculations, GDP in the fourth quarter decreased by 0.7% 

compared to the third quarter, while on an annualized basis (compared to the fourth 

quarter of 2019), the GDP fell by 5.1% y/y. 

China. According to the Caixin Bank, in January, the PMI in the manufacturing sector 

fell by 1.5 percentage points to 51.5 p., In turn, according to the National Bureau of 

Statistics of China, the PMI Manufacturing in January was 51.3 points. 

Key events this week 

 On Wednesday, data on the rise in prices for January will be published 

in China and the United States, as well as in the United States will report 

on the change in oil reserves for the week. 

 On Thursday, the US will publish the number of initial jobless claims for 

the week. 

 


