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In this reporting period, the EUR/USD exchange rate
ranged between 1.0909 and 1.1000. The exchange rate
depreciated sharply on Monday, driven by a stronger USD
as good data boosted market expectations for a Fed rate
hike in May. Namely, although retail sales fell more than
expected (1% vs 0.5%), core retail sales that exclude cars,
fuel, and construction materials, fell less than expected
(0.3% vs 0.5%). JPMorgan, Citigroup, and Wells Fargo’s
earnings for Q1 of this year were better than expected and
reduced concerns about the banking crisis. However, the
exchange rate appreciated with occasional drops in the
rest of the week, so at the end of the week, it remained
unchanged compared to the week’s beginning. Better-
than-expected data on China’s GDP in Q1 affected the
decreased demand for safe assets, so the USD depreciated
against the leading currencies. The USD also depreciated as
new construction in the USA fell in March compared to
February. In the middle of the week, the exchange rate
depreciated again, as the USD appreciated due to the rise
in the return on US government bonds and the
announcement that Morgan Stanley’s profit in Ql
exceeded expectations, while the euro was partly under
pressure awaiting the final data on the euro area inflation
rate in March (which confirmed the 6.9% level). Soon the
exchange rate appreciation continued. Minutes from the
ECB’s March meeting published on Thursday showed that
most participants supported a 50 basis points rate hike,
and additional tightening may be expected. Moreover, the
preliminary consumer confidence index for April was
better than expected and the previous value. In the USA,
initial jobless claims rose more than expected last week.
Weaker-than-expected Philadelphia Fed’s manufacturing
index pointed to a slowing economy, so the USD
depreciated. Stronger-than-expected data on the euro
area composite PMI index was published on Friday
morning, which supported the euro. In the middle of the
day, the same stronger-than-expected data was published
for the USA, so the USD appreciated. Still, the exchange
rate appreciation trend continued until the end of the day.
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The EUR/GBP exchange rate depreciated during the first
three days of this week. The exchange rate depreciated
after expecting that the BoE would increase the interest
rate by 25 basis points at its meeting in May. In the middle
of the week, the data on inflation in the UK confirmed
expectations that the BoE would continue with the interest
rates increasing policy, which further affected the
exchange rate’s depreciation. The exchange rate started to
appreciate on Thursday, with the most pronounced growth
on Friday after releasing that UK retail sales fell more than
expected.
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The EUR/JPY exchange rate appreciated this reporting week.
Early this week, the exchange rate did not change significantly,
to appreciate on Wednesday due to the yen’s depreciation
caused by the increased return on US government bonds. The
yen depreciated as the monthly Reuters Tankan survey
showed that major Japanese manufacturers remained
pessimistic for the sixth consecutive month in April. The
uncertainty over Western banks contributed to a global
growth slowdown, threatening prospects for an export-led
recovery. The exchange rate depreciated significantly on
Thursday afternoon and Friday morning due to the yen’s
appreciation. Namely, the data showed that core inflation in
Japan in March rose to its peak since 1981, which could
influence the BoJ to change its monetary policy direction. The
annual inflation rate, which excludes energy and fresh food
products, increased by 3.8% compared to the expected 3.6%
increase. Japan’s trade deficit declined due to fuel import
costs reduction. However, the exchange rate recovered on
Friday afternoon. Awaiting the first meeting he would chair
(28 April), the BoJ Governor Kazuo Ueda signalled almost no
need to change monetary incentives. It pointed out that core
inflation would weaken, putting pressure on the Japanese
currency.
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Table 1 - Exchange rates of the
most important currencies 17.04.2023!1 21.04.20232 %
o o Change
EUR/USD 1.0992 1.0986 -0.05
EUR/GBP 0.88551 0.88363 -0.21
EUR/JPY 147.04 147.40 0.24
EUR/AUD 1.63974 1.64155 0.11
EUR/CHF 0.98274 0.98062 -0.22
UsD/JPY 133.79 134.16 0.28
GBP/USD 1.2413 1.2432 0.15
Table 2 - Overview of the Reference interest Reference .
leading central banks’ Central Bank . Next meeting
. rate interest rate level
interest rates
European Central ECB main
Bank (ECB) refinancing rate 3.50% 4 May 2023
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 0
Australia (RBA) Cash Rate Target 3.60% 2 May 2023
Table 3 - ESTR and .
Euribor 17.04.2023! 21.04.2023? Change in
basis points
ESTR 2.8960 2.9020 0.6
Euribor 1W 2.894 2.886 -0.8
Euribor 1M 2.948 2.956 0.8
Euribor 3M 3.175 3.261 8.6
Euribor 6M 3.510 3.601 9.1
Euribor 12M 3.723 3.854 13.1

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 return on 10-year German
government bonds fluctuated to rise daily after
expecting that the ECB would increase interest rates
by 25 basis points at each of the upcoming three
meetings to bring the deposit interest rate to 3.75%.
The next day, the return fell and stood at 2.475% in
the evening after announcing that the index
measuring investor expectations in Germany in April
(ZEW Institute data) was weaker than forecast. On
Wednesday, the return weakened slightly, as
business confidence in France fell in March. The
return on 10-year German government bonds
recovered on Friday and stood at 2.48% at the end of
the day. The return increase occurred due to the ECB
officials’ statements that core inflation was still too
high (Vuj¢i¢) and very “sticky” (Guindos), but also
due to the unexpected euro area services PMI index
growth and the unforeseen US business activity
growth in April (the highest level in the last year).
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The return on 10-year US Treasury bonds was higher
on Monday as the US Empire PMI significantly
exceeded expectations (+10 vs the expected -18),
suggesting the Fed would raise interest rates by 25
basis points in its May meeting. On Tuesday, the
return fluctuated and stood at 3.575% at the end of
the day. The next day, it continued rising due to
growing expectations that the Fed would increase
the interest rate in May. At the end of the week, the
return on 10-year US bonds fell after releasing weak
US economy data (initial jobless claims jumped to
their peak since November 2021, signalling that the
labour market was losing strength; selling of existing
real estate fell in March more than expected). At the
end of the week, the return on long-term bonds rose
due to an unexpected US business activity increase.
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This week, the gold price recorded the most
significant drop since February. Early this week, the
decline resulted from the USD appreciation and the
rise in the return on US government bonds. In
addition, investors were waiting for indications of
whether the Fed would raise the interest rate only in
May or continue after that. In the rest of the week,
the price recovered to record a sharp drop on
Wednesday. The USD appreciated that day, and
expectations for a May Fed rate hike rose. Weak US
economic data released on Thursday and uncertainty
about its possible impact on the Fed to revise down
tightening monetary policy plans resulted in this
precious metal’s price rise on Thursday. The gold
price fell again on Friday due to the growing
expectations that the Fed would raise the interest
rate at least once more after this monetary
institution officials’ statements (inflation remains far
above the target; more “work” is needed to curb
inflation).
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The oil price fell by more than 5% in the observed
period. The main reason for the decline was the
concern about a potential global economic
slowdown and the consequent adverse impact on oil
demand. Namely, early this week, the drop resulted
from signs of limited demand for this fuel. Some oil
refineries in Asia signalled the weakening demand in
the region. Price also fell due to the possible
continuation of oil exports from Kurdistan via Turkey
after almost a month of supply interruption. The
price drop continued despite releasing that China’s
GDP grew in Q1 and industrial data, and later data
from the US Government, showed that oil stocks in
the US fell last week. Growing concerns that leading
central banks would continue to raise interest rates
and that the US economy was slowing after weaker-
than-expected economic data on Thursday
contributed to the price’s downward trend. On
Friday, the price recovered slightly due to the release
of strong economic data from the euro area and the
UK.
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Table 4 - Economic indicators (17 — 21 April 2023)

Expected Current Previous

Country Indicator Period
value value value

Consumer price index (CPI)
It estimates the cost of living changes by March
measuring changes in the price level of YoY% 6.9% 6.9% 6.9%
market basket of consumer goods and
services purchased by an average
household. Therefore, it is the key inflation

measure.
Euro area
Consumer confidence
An assessment of consumer confidence in April
terms of business conditions, employment Preliminary -18.5 -17.5 -19.5
and personal income. The Consumer data
Confidence Index is tied to personal
consumption.
Consumer price index (CPI)
It estimates the cost of living changes by March
measuring changes in the price level of YoY% 8.2% 8.1% 8.2%
Italy market basket of consumer goods and

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% 0.5% 0.8% 1.1%
market basket of consumer goods and YoY% 9.8% 10.1% 10.4%

services purchased by an average

Great Britain household. Therefore, it is the key inflation

measure.
Retail Sales

This indicator measures activity related to March

retail trade volume. MoM% -0.5% -0.9% 1.2%

Initial Jobless Claims
This indicator measures the number of

people receiving unemployment April 15
USA allowances. Similar to the applicant, the K=1,000 240 K 245 K 240 K

growing number of jobs is accompanied by
an economic expansion that could influence
inflationary pressures.
Consumer price index (CPI)
It estimates the changes in the cost of March

ST living, by measuring changes in the price MoM% -0.6% -2.6% -0.3%
level of market basket of consumer goods YoY% 9.8% 7.5% 15.8%

and services purchased by households.
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