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The EUR/USD exchange rate depreciated at the beginning
of the week as the USD appreciated against the euro.
Higher-than-expected May US inflation data published at
the very end of the previous week and Tuesday data on the
producer prices growth for the same period triggered
expectations that the Fed would increase the interest rate
by 75 basis points. For this reason, the USD appreciated.
On Wednesday, the exchange rate began to recover, with
the euro rising after announcing that the ECB would hold
an emergency meeting to discuss current market
conditions. After the Fed raised the interest rate according
to market expectations at the meeting that ended the
same day, with new forecasts pointing to an economic
slowdown and an unemployment increase in the coming
months, the EUR/USD exchange rate fell to a 1-month low
(1.0359). However, after the aforementioned ECB meeting
on Wednesday that decided to create an instrument aimed
at limiting the growth of return on European bonds,
especially Greece and Italy, the euro began to recover. The
next day, the EUR/USD exchange rate rose to 1.0600.
However, at the end of the week, the exchange rate
depreciated again, as high return on American bonds
turned investors to invest in USD. At the same time, the
FED’s willingness to continue increasing interest rates
made this currency more attractive to investors than the
euro.
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This reporting week, the EUR/GBP exchange rate
appreciated slightly. This exchange rate appreciated in the
first half of the week. Data on the UK economy's surprise
contraction in April raised concerns that the BoE would
have to be more prudent in its decision to raise interest
rates, putting pressure on the sterling. In the same period,
it was published that the unemployment rate in Great
Britain increased to 3.8% in the period January-March.
Moreover, the sterling weakened depreciated to the
uncertain future of the agreement between the UK and the
EU regarding Northern Ireland, so the EUR/GBP exchange
rate reached a 15-month high (0.87213) in the middle of
the week. However, rising inflation and expectations that it
will even reach a double-digit rate by the end of the year
influenced the growing market expectations that the BoE
would increase the interest rate by 25 basis points. Fewer
market participants predicted an increase of 50 basis
points, so the EUR/GBP exchange rate fell on Wednesday
afternoon. After the BoE meeting on Thursday increased
the interest rate by 25 basis points and pointed to more
increases in the coming months, the exchange rate
continued to depreciate. At the very end of the week, the
exchange rate recovered slightly, as BoE officials pointed
to the challenge of raising interest rates due to rising
prices, which could result in a reduced economic growth
and consumption.
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On Monday, the EUR/JPY exchange rate depreciated due
to the growing demand for safe assets. Over the next two
days, the exchange rate recovered, and the vyen
depreciated against the euro and the USD due to the
growing difference in return. The BolJ increased bond
purchases precisely because of pressures from rising global
interest rates. On Thursday, the yen appreciated against
the euro in the morning to start depreciating, awaiting the
BoJ meeting. The yen continued to depreciate on Friday, as
the BoJ made no changes at the meeting. It stated that “in
this situation, it is necessary to pay attention to the
developments in the financial and currency markets and
their impact on economic activity and prices in Japan”,
pointing to commodity risks, covid, the war in Ukraine and
international economic events. The yen was further under
pressure after the Fed, BoE, and SNB raised interest rates.
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Table 1 - Exchange rates
of the most important
currencies

Table 2 - Overview of
the reference interest
of the leading
central banks

%
13.06.2022 17.06.20222 Change
EUR/USD 1.0519 1.0499 -0.19
EUR/GBP 0.85414 0.85847 0.51
EUR/JPY 141.35 141.70 0.25
EUR/AUD 1.49075 1.51507 1.63
EUR/CHF 1.03923 1.01830 -2.01
usD/JPY 134.41 135.02 0.45
GBP/USD 1.2315 1.2241 -0.60
Central Bank Reference interest Reference Next meeting
rate name interest rate level

European Central ECB main

Bank refinancing rate 0.00% 21 July 2022

Federal Reserves Federal Funds Target 1.75% 27 July 2022

Rate

Bank of Japan Overnight Call Rate -0.10% 21 July 2022

Bank of England Official Bank Rate 1.25% 4 August 2022

Swiss National Libor Target Rate 0.25% 22 September

Bank 2022

Bank of Canada Target Overnight 1.50% 13 July 2022

Rate
Reservg Bank of Cash Rate Target 0.85% 5 July 2022
Australia

Several central banks held their regular meetings this week. In line with market expectations, the Fed increased the
interest rate by 75 basis points (the most significant increase since 1994). President Powell signalled that this did not be
common. The BoE increased the rate by 25 basis points, not ruling out the possibility of a more considerable increase in
the coming months. The unexpected interest rate increase of the Central Bank of Switzerland by 50 basis points was the
first in the last 15 years. The BoJ has not changed how it conducts monetary policy.

In addition to these meetings, the ECB held an urgent meeting. It decided to apply flexibility in reinvesting bonds
maturing under the PEPP programme. Moreover, it will accelerate the design of a new anti-fragmentation instrument to
reduce the spread between euro area bonds.

Table 3 - ESTR and
Euribor

Change in
13.06.20221 17.06.20222 basis points
ESTR -0.5810 -0.5820 -0.10
Euribor 1W -0.568 -0.568 0.00
Euribor 1M -0.539 -0.487 5.20
Euribor 3M -0.298 -0.169 12.90
Euribor 6M 0.083 0.291 20.80
Euribor 12M 0.680 1.124 44.40

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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The return on German 10-year government
bonds trended up during the first two days of
this reporting period. It increased due to
growing market expectations regarding an ECB
interest rate increase by the ECB. One of the
ECB's monetary policy creators, Klaas Knott, told
the media that the ECB's options for raising the
interest rate at the September meeting are not
limited to 50 basis points. He added that the
rates could also rise in October and December,
but that would depend on economic data. In the
middle of the week, the ECB held an
extraordinary meeting resulting in the falling
return on these bonds. The meeting aimed to
calm the markets and limit the rise in return on
Italian bonds. The next day, the return on these
bonds went up by 30 basis points to return to
the previous level due to fears of recession. On
Friday, the return on 10-year German bonds
was stable and hovered around 1.70%.

US GOVERNMENT BONDS MARKET
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The return on US 10-year bonds was stable
during the first two days of this reporting
period. The growth occurred as increased
inflation increased expectations that the FED
would raise interest rates faster. In the middle
of the week, the FED held its regular meeting
and increased the interest rate by 75 basis
points. However, the 10-year US bond return
fell slightly after the meeting. The return
declined during the rest of the week as
investors became concerned that the FED would
further increase interest rates and contribute to
the emerging recession. At the end of the week,
the return on these bonds stood at 3.22%.
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During the first three days of this reporting
week, the gold price trended down as the USD
appreciated against most currencies due to
growing expectations that the Fed would
increase interest rates faster. The gold price hit
a 4-week low, while the USD appreciated to a
20-year high against a basket of currencies. The
gold price recovered in the night between
Wednesday and Thursday after the Fed Chair
stated that the bank was unwavering
concerning the monetary policy adjusting in
curbing high inflation. Another reason was an
interest rate increase by 75 basis points (the
highest since 1994), which depreciated the USD
exchange rate and the return on US government
bonds. The Fed Chair said the unusually
significant interest rate hikes would be rare. By
the end of the week, the gold price dropped
again as the USD appreciated against most
currencies. At the same time, the expectation
that the Fed will continue to increase interest
rates further weakened the demand for gold as
a safe investment.
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On Monday, the oil price rose due to the signal
that stocks of this energy product were low. The
oil price increased significantly during this year
as economic activity recovered, which coincided
with the deterioration of the supply of this
energy product after Russia invaded Ukraine.
OPEC is sticking to its forecast that global oil
demand will reach pre-pandemic levels this
year, although events in Ukraine and the
development of the coronavirus situation pose
risks. In its monthly report, OPEC announced
that demand would rise by 3.36 million barrels
per day in 2022, continuing the recovery from a
decline in 2020. However, for the next year,
OPEC predicted a decrease in demand to even
1.8 million barrels per day. For this reason, the
oil price rose at the beginning of the week, to
notice a slightly downward trend from the
middle of the week due to signs that the US
could consider taxes on the profits of energy
companies to curb costs and inflation. The oil
price drop resulted from the published report in
the USA on this energy product stocks growth
and the Fed's decision to increase the interest
rate by 75 basis points, the highest in the last 30
years. President Biden wrote to oil refiners to
increase oil and gas production, pointing out
that their profits have tripled since the war
between Ukraine and Russia began, as
Americans face record-high oil and fuel prices at
the pump.
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Table 4 - Economic indicators (13 — 17 June 2022)

Current
value

EU

Indicator

Industrial output

It measures the change in the output
volume in the manufacturing and energy
sectors. Industrial output represents
around % of the euro area’s GDP.
Euro-Zone Trade Balance SA

It shows the difference between exports
and imports of euro area products and
services. It is the most common component
of Europe’s Balance of Payments, and it
provides valuable insight into the pressures
to which the European currency is exposed.

Euro area

April
MoM%
YoY%

April
b=bill.

Expected Current Previous
value value value

0.5% 0.4% -1.8%
-1.1% -2.0% -0.8%

-145b -31.7b -17.8b

UK

Gross domestic product (GDP)

It measures the value of products and
services produced in the country. It is the
most comprehensive measure of economic
output.

ILO Unemployment Rate 3Mths
Unemployment, defined by the
International Labour Organization (ILO),
represents a situation where people are
unemployed but actively looking for a job. It
measures the unemployment size and is
obtained as a percentage when dividing the
number of unemployed individuals with all
individuals currently on the labour market.

April
MoM%

April
MoM%

0.1% -0.3% 0.1%

3.6% 3.8% 3.7%

USA

PPl Ex Food and Energy

This index measures the changes in prices
of products leaving the output spot (prices
that domestic producers receive for their
output).

Housing Starts

It shows the change in the number of new
real estates constructed in the USA.

April
MoM%
YoY%

May
MoM%

0.6% 0.5% 0.2%
8.6% 8.3% 8.6%

-1.8% -14.4% -0.2%

Germany

ZEW Survey Expectations

This survey measures experts’ expectations
of whether they expect economic growth
improvement or deterioration during the
upcoming 6 months. Thus, the difference
between the number of positive and
negative responses represents the indicator
value.

ZEW Survey Current Situation

This indicator measures experts’
assessments  regarding the  current
soundness of the German economy, i.e.
whether the current situation is improving,
worsening or unchanged. Thus, the
indicator’s value is the difference between
the number of positive and negative
responses, with a higher value indicating a
strengthening of the economy and a better
business climate.

June

June

-26.8 -28.0 -34.3

-31.0 -27.6 -36.5

Source: Bloomberg
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