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FX NEWS
EUR/USD
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The EUR/USD exchange rate depreciated on
Monday. The exchange rate depreciated as the USD
was supported by expectations concerning the
continuation of interest rate increases by the Fed
and after releasing favourable data on the US payroll
growth during the previous week. On Tuesday, the
exchange rate continued to depreciate during the
first half of the day, this time after announcing that
industrial production fell in Germany in December. It
appreciated in the second half of the day as ECB
officials advocated an interest rate increase in the
March meeting of most likely 50 basis points. In the
middle of the week, the exchange rate did not
change significantly, as simultaneous statements by
ECB and Fed officials indicated that both central
banks would raise interest rates at the next
meetings. On Thursday, the exchange rate
appreciated most of the day, awaiting the German
inflation data released. Still, after releasing these
data, the exchange rate depreciated, as preliminary
data indicated that inflation in Germany was slowing
in January, giving room for the ECB- to soften the
rhetoric regarding further monetary policy
tightening. At the end of the week, the exchange
rate continued to depreciate as upbeat data on US
consumer confidence boosted optimism regarding
the US economic outlook in the coming period.

EUR/GBP
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During this reporting week, the EUR/GBP exchange
rate depreciated. Catherine Mann, a BoE’s monetary
policymaker, said the central bank must “stay the
course” and continue to raise interest rates, which
supported the British currency. At the same time,
weaker-than-expected euro area retail sales data
weighed on the European currency. BoE and the ECB
officials did not confirm speculation that they might
soon soften their policy stance on interest rate hikes.
The Sterling also appreciated due to the BoE
Governor’s comments. He and his colleagues pointed
to risks that the inflation rate will be well above the
2% target for some time. BoE Governor Andrew
Bailey told a Finance Committee hearing midweek
that policymakers were concerned about the
persistence of inflation and that, as a result, the
Monetary Policy Committee had raised interest
rates. The BoE’s Chief Economist, Huw Pill, said that
sustainable returning inflation to target requires the
Committee to continuously monitor for signs of more
remarkable persistence of inflationary pressures
than presented in the baseline forecast. The
EUR/GBP exchange rate depreciated in the first half
of the day on Friday as the data showed that growth
in Q4 2022 in the UK was 0%, which means that this
country had avoided recession.

EUR/JPY

At the very beginning of the week, the EUR/JPY
exchange rate was stable, only to experience a
slightly larger depreciation on Tuesday after
announcing that earnings in Japan achieved a 4.8%
growth in December, which suggests that there
could be a moderate monetary policy adjustment in
the country. Over the next two days, the exchange
rate was stable until Friday, when it depreciated
again after news that Japan’s prime minister would
name Kazuo Ueda as the new BoJ Governor, whom
market participants saw as a person advocating
medium-term monetary policy tightening.
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Table 1 - Exchange rates of the
most important currencies

06.02.20231

10.02.20232

%

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

Change
EUR/USD 1.0795 1.0678 -1.08
EUR/GBP 0.89555 0.88531 -1.14
EUR/IPY 141.62 140.39 -0.87
EUR/AUD 1.55945 1.54379 -1.00
EUR/CHF 0.99964 0.98628 -1.34
usD/JPY 131.19 131.36 0.13
GBP/USD 1.2056 1.2062 0.05
Reference interest Reference

Central Bank

Next meeting

Table 3 — ESTR and Euribor

rate interest rate level
European Central ECB main . 16 March
Bank refinancing rate 3.00% 2023
Federal Reserves Federal Funds 4.75% 22 March
Target Rate 2023
Bank of Japan Overnight Call Rate -0.10% 10 March
2023
Bank of England Official Bank Rate 4.00% 23 March
2023
Swiss National Libor Target Rate 0 23 March
Bank 1.00% 2023
Bank of Canada Target Overnight 0 8 March
Rate 4.50% 2023
Reserve Bank of 0 7 March
Australia Cash Rate Target 3.35% 2023
The Central Bank of Australia has increased the interest rate by 25 basis points.
h .
06.02.2023! 10.02.2023° Change In
basis points
ESTR 1.8980 2.401 50.30
Euribor 1W 2.107 2.359 25.20
Euribor 1M 2.255 2.375 12.00
Euribor 3M 2.545 2.621 7.60
Euribor 6M 3.011 3.080 6.90
Euribor 12M 3.374 3.465 9.10

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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Last week, the return on 10-year German
government bonds ranged between 2.22% and
2.40%, and it recorded weekly growth. From Monday
to Wednesday, the return mostly trended up as
expectations regarding the end of the ECB’s
restrictive monetary policy cycle weakened. The
return also increased due to the ECB Governing
Council members’ comments. Holtzman stated that
the ECB should actively fight inflation until the
population feels price stability in their daily lives.
Kazaks said that the published data must be shocking
to avoid a 50 basis points increase in March (i.e. the
data must significantly differ from those currently
expected by the ECB). Knott said on Wednesday that
there could be another 50 basis points rate increase
in May if inflation does not slow down, and a 50
basis points increase expected at the March meeting.
However, the growing trend in this market was
interrupted on Thursday, as preliminary data showed
that the inflation rate in Germany unexpectedly
slowed down in January. However, the return
recovered on Friday following Nigel’s comments that
future rate hikes were necessary and that an earlier
end to this cycle would be a “cardinal sin”, which
increased market expectations that the ECB would
continue to raise interest rates. At the end of the
week, the return stood at 2.36%.

US GOVERNMENT BONDS MARKET
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This week, the return on 10-year US government
bonds rose from 3.57% to 3.73%. The growth at the
beginning of the week was caused by upbeat data
from the US labour market (published at the end of
the previous week), which fuelled expectations that
the Fed’s interest rate increase would not be in
smaller amounts but that the terminal rate in June
would reach 5.14%. The return had an upward trend
also due to the Fed Chair’s statement that the
central bank’s predictions regarding interest rates,
currently higher than current market predictions,
depend on economic data published in the coming
period. On Wednesday, the return dropped due to
the strong auction of 10-year bonds, and the weaker
auction of 30-year bonds the following day caused
the continuation of the growing trend. On that day,
2-year returns exceeded 10-year returns at one point
by almost 86 basis points (the highest level of the
early 1980s), which is a sign that confidence in the
economy’s ability to “cope” with additional Fed
interest rate increases is waning. The rise in the
return on Friday was caused by the data on the
improved US consumer confidence and the
Philadelphia Fed Chair's statement that he was
supporting the interest rate “push” above 5%.
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Gold prices fell on Monday as the USD appreciated
against a basket of currencies. The gold price had a
slight upward trend during the next two days, which
stopped on Thursday afternoon. Namely, after the
data was published that the US social claims were at
a record low level, the gold price experienced a sharp
drop, suggesting that the US labour market could
bear an additional interest rate increase. On Friday,
this precious metal’s price recovered slightly.
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During this reporting week, the oil price constantly
rose from 79.26 USD/bbl. at the beginning of the
period to 85.87 USD/bbl. at the end of the period.
The oil price increase at the beginning of the week
resulted from the devastating earthquake in Turkey
that stopped work at the Ceyhan oil terminal and
thus disrupted the oil flow through Iran. Optimism
regarding the recovery of demand for oil in China
also influenced the growth of the price of this fuel.
The oil price did not register an increase only on
Thursday as it was announced that oil stocks in the
USA increased. On the last day, its growth continued
after Russia announced a plan to reduce oil
production during the next month to respond to
price restrictions by Western countries. According to
the plan, daily oil production will decrease by 500
thousand barrels.
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Table 4 - Economic indicators (6 — 10 February 2023)

Country Indicator period Expected Current Previous
value value value
Retail Sales
This indicator measures activity related to December
Euro area retail trade volume (not applicable to motor MoM% -2.5% -2.7% 0.8%
vehicles and motorcycles). YoY% -2.7% -2.8% -2.8%
Factory Orders
Factory orders provide a fairly December
comprehensive view of the manufacturing MoM% 2.0% 3.2% -5.3%
sector.
Industrial output
It measures the changes in output of December
Germany production, service and mining sectors. MoM% -0.8% -3.1% 0.2%
Consumer price index (CPI)
Estimates the changes in the cost of living, January
by measuring changes in the price level of MoM% 1.0% 1.0% -0.8%
market basket of consumer goods and YoY% 8.9% 8.7% 8.6%
services purchased by households.
Gross domestic product (GDP)
It measures the value of products and Q4
services produced inside the country. GDP QoQ% 0.0% 0.0% -0.3%
is the most comprehensive measure of YoY% 0.4% 0.4% 1.9%
economic output and provides a key insight
into the main drivers of an economy.
Great Britain
Exports
Products and services produced in Japan, Q4
sold or pending for sale outside of the UK. QoQ% -0.6% -1.0% 8.9%
Imports
UK’s demand for foreign products. Q4
QoQ% -0.4% 1.5% -3.6%
Initial Jobless Claims
This indicator measures the number of
people receiving unemployment 4 February
allowances. Similar to the applicant, the K=1,000 190 K 196 K 183 K
growing number of jobs is accompanied by
an economic expansion that could influence
inflationary pressures.
USA
Michigan Consumer Sentiment Index
It is a monthly survey of US consumer February
confidence conducted by the University of 65.0 66.4 64.9
Michigan. The survey is based on telephone
interviews collecting information about
consumer expectations from the economy.
Producer Price Index (PPI)
This indicator measures the change in the January
Japan price paid by domestic producers. The MoM% 0.3% 0.0% 0.5%
indicator rise is an early inflation indicator. YoY% 9.7% 9.5% 10.2%
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