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At the beginning of this reporting week, the
EUR/USD exchange rate depreciated due to growing
expectations that the Fed would continue with the
increasing interest rates policy and the released US
employment data. Namely, the US labour market
data showed that payrolls excluding employees on
farms and NGOs increased by 236 thousand, and the
unemployment rate fell slightly from 3.6% to 3.5%. In
the rest of the week, the exchange rate appreciated
awaiting US inflation data. The exchange rate
appreciated further when the data was released in
the middle of the week. The March inflation data
showed that annual US inflation increased by 5.0%,
while the same data amounted to 6.0% in February,
pointing to an inflation growth slowdown. On
Thursday, the exchange rate continued to appreciate
as market participants expected the ECB to increase
the interest rate at the May meeting by either 25 or
50 basis points. The exact amount is still uncertain,
as the outlook may change depending on market
developments. On Friday, the exchange rate
depreciated slightly due to comments by Fed Board
member  Christopher Waller that additional
monetary tightening was needed to bring inflation
under control.
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Early this week, the EUR/GBP exchange rate did not
change significantly. In the middle of the week, the
exchange rate appreciated as the euro appreciated
expecting that the ECB would increase the interest
rate by 25 basis points in May and due to publishing
better-than-expected European economic data. Mid-
week, the BoE announced that Megan Green would
join the Monetary Policy Committee (MPC) in July.
Megan Green, the Chief Economist at Kroll (an
American firm for private investigations and financial
advice), will become an external member of the MPC
for 3 years from 5 July, replacing the outgoing
external member, economist Silvana Tenreyro. On
Thursday, the EUR/GBP exchange rate appreciated
during most of the day to depreciate towards the
end of the day after announcing that Great Britain’s
GDP was 0% in February and January data was
revised upwards, i.e. to 0.4%, which indicated that
the country avoided recession despite public sector
strikes. The 3 months’ GDP increased by 0.1% in
February, exceeding expectations as no growth was
expected, which boosted the sterling. However, the
UK's manufacturing and industrial sector did not
record positive output growth, so the euro
appreciated again. On Friday, the exchange rate
continued to rise.
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The EUR/JPY exchange rate appreciated during this
reporting week. The exchange rate mainly
appreciated as investors assessed the different
prospects regarding the interest rates trend in Japan
and Europe. Namely, Japan is expected to continue
with the previous monetary stimuli, confirmed by
the BoJ Governor, while interest rates in the euro
area were expected to continue to increase. Towards
the end of the week, the BoJ Governor stated that
there was a risk of inflation falling below the central
bank’s target level.
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Table 1 - Exchange rates of the
most important currencies

10.04.2023"

14.04.20232

%

Table 2 - Overview of
the leading
central banks’

Change
EUR/USD 1.0905 1.0992 0.80
EUR/GBP 0.87819 0.88551 0.83
EUR/IPY 144.09 147.04 2.05
EUR/AUD 1.63541 1.63974 0.26
EUR/CHF 0.98732 0.98274 -0.46
uUsD/JPY 132.16 133.79 1.23
GBP/USD 1.2418 1.2413 -0.04
Reference interest Reference

Central Bank

rate

interest rate level

Next meeting

interest rates

European Central

ECB main

3.50%

4 May 2023

Table 3 - ESTR and
Euribor

Bank (ECB) refinancing rate

Federal Reserves Federal Funds o

(Fed) Target Rate >.00% 3 May 2023

Bank of Japan Overnight Call Rate -0.10% 28 April 2023

(BoJ)

Bank of England Official Bank Rate 4.25% 11 May 2023

(BoE)

Swiss National Libor Target Rate 0

Bank (SNB) 1.50% 22 June 2023

Bank of Canada Target Overnight 4.50% 7 June 2023

(BoC) Rate

Reserve Bank of o

Australia (RBA) Cash Rate Target 3.60% 2 May 2023

The Central Bank of Canada did not change interest rate at its regular meeting.
10.04.2023! 14.04.2023° Change in

basis points

ESTR 2.903 2.8960 -0.70

Euribor 1W 2.886 2.894 0.80

Euribor 1M 2.887 2.948 6.10

Euribor 3M 3.075 3.175 10.00

Euribor 6M 3.339 3.510 17.10

Euribor 12M 3.578 3.723 14.50

1 Opening market value on Monday
2 Closing market value on Friday
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EUROPEAN GOVERNMENT BONDS MARKET
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On Monday, the German government bond market
was closed due to the Easter holidays, and the return
on the 10-year German government bonds increased
from 2.27% to 2.44% later this week. The main
reason for the return rise was the growing
expectations of an ECB interest rate hike. The ECB
Vice-President, Luis de Guindos, stated that core
inflationary pressures in the euro area were more
persistent than estimated. The measure of growth in
consumer prices, excluding energy and food
products, was likely to remain elevated. The
Bundesbank President Nagel shared a similar opinion
and believed that the ECB should continue tightening
monetary policy, considering that base inflation was
very high. While it is too early to tell the May
meeting’s outcome, Nagel expected the increase
cycle to continue. The governors of the Central Bank
of Austria (Holzmann), the Central Bank of Slovenia
(Vasle) and the Central Bank of Latvia (Kazaks) stated
that the ECB interest rate could increase by even 50
basis points in May. Better-than-expected earnings
data from American banks partially contributed to
the return growth, which signals to the market that
the Fed would not rush to relax monetary policy.
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On Monday, the trading volume reduced due to the
holiday, and for the next three days, the return on
10-year US government bonds ranged between
3.36% and 3.45%, with a slightly increasing trend.
The awaiting of numerous economic reports from
the USA caused this trend. The first and most
significant was the inflation report published on
Wednesday, after which the return fell from 3.45%
to 3.34%. The same day, the return returned to initial
levels, as minutes from the last Fed meeting showed
that, despite officials' thoughts about ending the
interest rate hikes cycle after the two regional banks'
collapse, the Fed's priority remains to curb high
inflation, increasing expectations of the interest rate
increase by 25 basis points in May. On Thursday, the
return fluctuated after announcing that the
production prices index in March recorded the most
significant drop since the pandemic's beginning but
recovered by the end of the day due to the stock
prices rise. On Friday, the return increased and
ended the week at 3.51%. Mixed economic data was
released that day - March retail sales fell more than
expected; industrial output in March increased more
than expected, the consumer confidence index rose
more than expected in April, and one-year inflation
expectations also rose. One of the Fed governors,
Christopher Waller, said on Friday that interest rates
must continue to grow and remain high for a
significant period due to still high inflation. The
return on 10-year US government bonds recorded
the highest weekly growth in the last two months.
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The gold price remained relatively the same at the
beginning of this reporting period, trending up the
rest of the week until Friday, when it recorded a
sharp drop. The gold price increase in the mentioned
period resulted from the increased demand for safe
assets after the Fed official Kashkari’s statement
about the potential recession this year. In addition,
the gold price increase resulted from the USD
depreciation to most currencies, which affected the
growth in demand for this precious metal. Signals
that inflation was slowing down further influenced
the price increase, as they lowered expectations
regarding the interest rate increase level by the Fed.
As mentioned, the gold price sharply dropped on
Monday due to Fed Board member Waller’s
comments that an additional monetary policy
tightening was needed as inflation is still elevated.
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At the beginning of this period, the oil price
depreciated slightly due to uncertainty regarding the
global economy. During the next two days, this fuel’s
price grew. The oil price increase was influenced by
the USD depreciation, which led to increased
demand for oil and, thus, the price increase. In the
middle of the week, the US Secretary of Energy’s
statement that the country could start buying oil to
replenish strategic reserves further increased this
energy product’s price. On Thursday, the oil price
dropped slightly to achieve a slight increase again on
Friday as the IEA stated it expected the global
demand for oil to reach a record high this year.
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Table 4 - Economic indicators (10 — 14 April 2023)

Expected Current Previous

Period

value value value
Gross domestic product (GDP)
It measures the value of products and February
services produced inside the country. GDP MoM% 0.1% 0.0% 0.3%
is the most comprehensive measure of
economic output and provides a key insight
into an economy’s main drivers.

Great Britain | Industrial output

It measures the changes in output of February
production, service and mining sectors. MoM% 0.2% -0.2% -0.3%
YoY% -3.7% -3.1% -4.3%
Manufacturing
Measure of all output sector activities in February
the UK. MoM% 0.2% 0.0% -0.4%
YoY% -4.5% -2.4% -5.2%
Euro area retail sales
This indicator measures activity related to February
Euro area retail trade volume (not applicable to motor MoM% -0.8% -0.8% 0.3%
vehicles and motorcycles). YoY% -3.5% -3.0% -2.3%
Consumer price index (CPI)
It estimates the cost of living changes by March
measuring changes in the price level of MoM% 0.8% 0.8% 0.8%
Germany market basket of consumer goods and YoY% 7.4% 7.4% 7.4%

services purchased by an average
household. Therefore, it is the key inflation
measure.

Consumer price index (CPI)

It estimates the cost of living changes by March
measuring changes in the price level of MoM% 0.8% 0.9% 0.8%
France market basket of consumer goods and YoY% 5.6% 5.7% 5.6%
services purchased by an average
household. Therefore, it is the key inflation
measure.
Consumer price index (CPI)
It estimates the cost of living changes by March
measuring changes in the price level of MoM% 0.2% 0.1% 0.4%
market basket of consumer goods and YoY% 5.1% 5.0% 6.0%
services purchased by an average
household. Therefore, it is the key inflation
measure.
Initial Jobless Claims
USA This indicator measures the number of April 8
people receiving unemployment K=1,000 235K 239K 228 K
allowances. Similar to the applicant, the
growing number of jobs is accompanied by
an economic expansion that could influence
inflationary pressures.
Industrial output
It measures the changes in output of March
production, service and mining sectors. MoM% 0.2% 0.4% 0.0%
Household Spending
This indicator monitors all consumers’ February
Japan expenditures on products and services, and YoY% 4.8% 1.6% -0.3%

is adjusted with inflation.
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