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‘ Bankinvest's Broby: Sftbank,
{ Vodafone, LOreal, Body Shop

Daniel Broby, chief investment officer at
A L 1A ey
ORI UACAE
Japanese mobile-phone unit and L'Oreal SA'
purchase of Body Shop International Plc.
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FX NEWS
EUR/USD

Source: Bloomberg LP

During this reporting week, the EUR/USD exchange
rate appreciated from 1.1140 to 1.1450. At the
beginning of the week, the appreciation was caused
by the reduced traders’ expectations that the Fed
would pursue a rapid stimulus measures withdrawal
policy. The Fed focused on economic data, which will
provide more clues in the coming weeks on how
monetary stimulus will be withdrawn. Later in the
week, published European economic data (euro area
manufacturing sector, German unemployment rate)
supported the exchange rate appreciation. Euro area
inflation preliminary data were released ahead of the
ECB’s Thursday meeting. The inflation rate reached a
record high of 5.1% in January, contrary to
expectations that it would fall. At the ECB meeting,
as expected, interest rates did not change. Still,
President Lagarde pointed out that “the situation has
changed” regarding the inflation outlook,
emphasising growth risks, especially in the short
term. Unlike December, Lagarde did not take the
opportunity to deter markets from increasing the
rate in 2022. She said she would keep its decision
until the updated macroeconomic projections were
released in March. Due to such comments, the
market expectations that the ECB’s interest rate will
increase this year rose, so the EUR/USD exchange
rate rose sharply that day. At the end of Friday, this
exchange rate was at the level of 1.1449.

EUR/GBP

Source: Bloomberg LP

The EUR/GBP exchange rate also appreciated this
reporting week. From Monday until the BoE and the
ECB Thursday meetings, the exchange rate was
within a limited interval from about 0.82850 to
0.83600. The inflation rate in Germany rose,
increasing pressures on the ECB and its position that
the interest rate will not increase this year, and
appreciating the European currency on Monday. On
the other hand, UK data on the factory output
growth and a better real estate market situation
supported sterling. Sterling also appreciated
expecting that the BoE would increase the interest
rate at the upcoming meeting. Although the BoE
meeting outcome was as expected and the BoE
announced the prediction that consumer prices in
the UK would peak at 7.25% in April, the EUR/GBP
exchange rate rose sharply on the same day. The
main reason was the ECB meeting and consequent
growing expectations that the ECB interest rate
would increase this year. At the very end of the
week, the exchange rate stood at 0.84615.
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The EUR/JPY exchange rate appreciated this
reporting week. For most of the week, it did not
show significant changes to record a sharp rise on
Thursday after the ECB meeting. Namely, after the
ECB meeting, expectations that the interest rate will
be increased this year rose. On the other hand, the
Deputy Governor of the Bank of Japan said it would
be too early to tighten monetary policy before
inflation reaches the BoJ target, which could harm
the economy. This exchange rate exceeded 132.00
on Friday, the highest level since early November.
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Table 1 - Exchange rates %

of the most important 31.01.2022.1 04.02.20222 Change

currencies EUR/USD 1.1151 1.1449 2.67
EUR/GBP 0.83224 0.84615 1.67
EUR/IPY 128.58 131.96 2.63
EUR/AUD 1.59537 1.61963 1.52
EUR/CHF 1.03801 1.05961 2.08
UsD/JPY 115.26 115.26 0.00
GBP/USD 1.3401 1.3531 0.97

Table 2 - Overview of Central Bank Reference interest Reference Next meeting

the reference interest rate interest rate level

rates of the leading European Central ECB main . 10 March

central banks Bank refinancing rate 0.00% 2022
Federal Reserves Federal Funds 0.25% 16 March

Target Rate 2022

Bank of Japan Overnight Call Rate -0.10% 182l\(;lzazrch
Bank of England Official Bank Rate 0.50% 172l\(;lzazrch
;\;vri]sks National Libor Target Rate -0.75% 242|\(;|;2rch
Bank of Canada TargetRC;\t/:rnight 0.25% > March 2022
Reserve Bank of Cash Rate Target 0.10% 1 March 2022

Australia

At its meeting on 3 February, the ECB kept interest rates at existing levels, as expected. However, President Lagarde
noted that compared to the December projections, the “situation has changed” regarding the inflation outlook,
emphasising the growth risks, especially in the short term. She emphasised that the bank would be flexible and
manage according to the data. The ECB has said it will continue to buy bonds of 20 billion euros monthly as needed
as part of the APP program from October. There was no statement that the interest rate was “unlikely” to increase
this year during the press conference.

The BoE raised interest rates by 25 basis points (0.50%) at a meeting held the same day as the ECB. It decided to
increase it after inflation in the UK reached a 30-year high. It also decided to begin withdrawing the assets purchase
programme, so there will be no reinvestment of matured bonds from next month.

At its meeting, the Central Bank of Australia kept the interest rate at the current level.

Table 3 - ESTR and Change in
Euribor 31.01.20221 04.02.20222 basis points
ESTR -0.573 -0.578 -0.50
Euribor 1W -0.573 -0.569 0.40
Euribor 1M -0.563 -0.551 1.20
Euribor 3M -0.550 -0.548 0.20
Euribor 6M -0.519 -0.473 4.60
Euribor 12M -0.459 -0.346 11.30

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 10-year German government
bonds had an upward trend during this
reporting week, ranging from -0.04% to 0.22%.
Return rose above zero at the beginning of the
week after announcing that the inflation rate in
Germany was higher than forecasted. Further
return growth also resulted from the
announcement that the euro area inflation rose
to 5.1% in January compared to year-on-year.
After the ECB meeting on Thursday, President
Lagarde pointed out inflation risks in the euro
area. Return growth was driven by growing
expectations that the ECB would raise interest
rates this year.

US GOVERNMENT BONDS MARKET
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The return on 10-year US government bonds
was stable during the first three days of this
reporting week, did not change significantly and
hovered around 1.77%. By the end of the week,
it jumped to its 1.93% peak since December
2019 after publishing the US labour market
data. US payrolls expanded by 467 thousand in
January (125 thousand was expected), while
November and December payrolls were revised
upward by 709 thousand, according to data
from the US Department of Labour on Friday. At
the same time, it was announced that average
hourly earnings increased by respective 0.7% a
5.7% monthly and annually in January, raising
market expectations for even more aggressive
Fed’s monetary policy. The unemployment rate
rose to 4%.
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During this reporting week, the gold price had a
slight growth trend and ranged from 1791.53 to
1814.95 USD/oz tr. USD depreciation and the
growing geopolitical tensions around Ukraine
influenced this precious metal’s price growth.
Investors traditionally sought refuge in safe
assets such as gold.
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The oil price was stable for most of the week, to
rise sharply at the end of the week. The market
was worried about limited stocks, primarily due
to OPEC's ability to increase output and
geopolitical tensions between the West and
Russia over Ukraine.
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Table 4 - Economic indicators (31 January — 4 February 2022)

Country Indicator Period Expected Current VT
value value value
Markit Eurozone Manufacturing PMI
This index tracks confidence among managers in January
manufacturing companies. It is obtained as a result 59.0 58.7 59.0
of surveys on production, orders, inventories,
employment, prices, etc.
CPl estimate
This is an early euro area estimate. This index uses January
available data comparable to a historical trend in YoY% 4.4% 5.1% 5.0%
ERrorares f)rder to anticipate changes in consu'mer prices. By
itself, CPl1 monitors the consumer price changes by
measuring price changes of market basket of
consumer goods and services purchased by an
average household. Therefore, it is the key inflation
measure. Positive CPI points to price increase.
Retail Sales December
This indicator measures the volume of sales of MoM% -0.9% -3.0% 1.0%
personal and household goods. YoY% 5.0% 2.0% 7.8%
Consumer Price Index - Preliminary Data (CPI) January
This index measures the prices consumers pay for a MoM% -0.2% 0.4% 0.5%
basket of products and services. YoY% 4.4% 4.9% 5.3%
Retail Sales
This indicator measures the volume of sales of December
personal and household goods. MoM% -1.4% -5.5% 0.6%
Unemployment Claims Rate
Germany This concept follows the total number of people who January
have applied for unemployment benefits. 5.2% 5.1% 5.2%
Sometimes, it points to registered unemployment. It
was obtained as a percentage of persons who
applied for unemployment benefits in the total
workforce.
Factory Orders December
Shows change in the number of orders with MoM% 0.3% 2.8% 3.7%
domestic producers. YoY% 3.0% 5.5% 1.3%
Markit UK Manufacturing PMI
This index tracks confidence among managers in January
manufacturing companies. It is obtained as a result Final data 56.9 57.3 56.9
of surveys on production, orders, inventories,
employment, prices, etc.
Great Britain Property Prices (Nationwide House PX) January
This indicator monitors changes in housing prices. MoM% 0.6% 0.8% 1.0%
Mortgage Approvals YoY% 10.9% 11.2% 10.4%
This indicator measures the number and/or value of
mortgage loans approved by lenders. December
k=1,000 66.0k 71.0k 67.0k
Markit US Manufacturing PMI
This index tracks confidence among managers in January
manufacturing companies. It is obtained as a result 55.0 55.5 55.0
of surveys on production, orders, inventories,
employment, prices, etc.
Change in non-farm payrolls
This report shows the total number of newly January
employed workers on a monthly basis by economy K=1,000 125k 467k 199k
industries. It does not include employees in
USA government services, NGOs, and the agricultural
sector. It serves as the basis for tailoring economic
policy and forecasting future economic trends.
Unemployment Rate
It shows the number of unemployed persons as a January
percentage of the total labour force. 3.9% 4.0% 3.9%
Average Hourly Earnings January
This indicator tracks the amount of money paid to MoM% 0.5% 0.7% 0.6%
workers for work done in 1 hour. YoY% 5.2% 5.7% 4.7%

Source: Bloomberg
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