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EUR/USD
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The EUR/USD exchange rate appreciated slightly
early this week as the demand for safe assets
decreased. The following day, the exchange rate
depreciated, awaiting the Fed’s regular meeting, and
it continued to depreciate on Wednesday after the
central bank’s meeting. Namely, the Fed left the
interest rate unchanged. At the press conference
after the meeting, its Chair left the “door open” for a
further rate increase if the inflation trend required a
more restrictive stance. From Thursday until the end
of the week, the exchange rate appreciated and had
the most pronounced this week’s appreciation on
Friday. The exchange rate appreciated after the
payrolls in the US non-manufacturing sector grew
less than expected by 150 thousand compared to the
expected 180 thousand.
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The EUR/GBP exchange rate depreciated in this
reporting week. Early this week, the exchange rate
appreciated, reaching its peak of 0.87541 since May.
The euro appreciated after Germany’s GDP dropped
in Q3 less than expected, and the sterling
depreciated due to market participants’ expectations
that there would be no interest rate change at the
BoE meeting. Since Tuesday afternoon, this market

trended down, maintaining the trend the following
day. The euro also depreciated after the euro area’s
GDP in Q3 dropped more than expected. On the
other hand, the sterling appreciated as real estate
prices in the UK in October recorded a monthly rise
against expectations (0.9% vs -0.4%) yet an annual
less-than-expected decline (-3.3% vs -4.8%). On
Thursday, the market’s attention was diverted to the
BoE meeting, so the exchange rate appreciated.
After the meeting’s outcome followed expectations
but not unanimously, and the BoE signalled that it
was still too early to consider a rate cut, the sterling
appreciated, causing the exchange rate to
depreciate. The exchange rate also depreciated on
Friday due to the release of the final data on the
manufacturing and composite PMI index in the UK in
October, which were higher than expected (service
PMI 49.5 vs 49.2; composite 48.7 vs 48.6)
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The EUR/JPY exchange rate was stable early in this
period to achieve a sharp appreciation the next day.
On Tuesday, the exchange rate appreciated as the
ECB Governing Council member Nagel reiterated that
the central bank should keep borrowing costs high to
ensure inflation returns to the 2% level. The
exchange rate depreciated slightly in the middle of
the week as the Ministry of Finance of Japan
threatened to “intervene” in the market. Over the
past two days, the exchange rate appreciated slightly
after the BoJ meeting Minutes, which showed that
the BoJ Policy Board members believed that the
current inflation in Japan had not reached the target
level and that they would continue to implement the
monetary easing strategy patiently to achieve
sustainable inflation in tandem with wage growth.
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Table 1 - Exchange rates of the )
most important currencies 30.10.2023! 03.11.20232 %
o A Change
EUR/USD 1.0565 1.0731 1.57
EUR/GBP 0.87156 0.86661 -0.57
EUR/JPY 158.13 160.24 1.33
EUR/AUD 1.66768 1.64770 -1.20
EUR/CHF 0.95367 0.96452 1.14
UsD/JPY 149.66 149.39 -0.18
GBP/USD 1.2122 1.2380 2.13
Table 2 - Overview of the Reference Reference
leading central banks’ Central Bank . . Next meeting
. interest rate | interest rate level
interest rates £ Cont | ECB -
uropean Centra main o
Bank (ECB) refinancing rate 4.50% 14 December 2023
Federal Reserves Federal Funds o
. 13D 202
(Fed) Target Rate 5.50% 3 December 2023
Bank of Japan Overnight Call -0.10% 19 December 2023
(BoJ) Rate
Bank of England Official Bank 5 25% 14 December 2023
(BoE) Rate
Swiss National Libor Target o
Bank (SNB) Rate 1.75% 14 December 2023
Bank of Canada Target o
. D 202
(BoC) Overnight Rate >.00% 6 December 2023
Reserve Bank of Cash Rate o
Australia (RBA) Target 4.10% 7 November 2023

The Bol, the Fed, and the BoE held their respective regular meetings this reporting week.

At its meeting, the BoJ kept the interest rate current. It said it would take a more flexible approach to control the return on 10-
year Japanese government bonds, with the 1% return limit, a change from the earlier definition that it was the return trend’s
upper limit at which the BoJ would carry out daily purchases.

At the Fed meeting, the interest rate remained unchanged within the 5.25% to 5.50% range. The Chair Powell hinted that rising
return on long-term US government bonds reduced the incentive for further monetary policy tightening but left the door open
for further increases if inflation required a more restrictive central bank’s stance.

At its meeting, the BoE kept the interest rate current with 6 votes in favour and 3 against, favouring a 25 bp increase. The BoE
Governor said that a “restrictive” policy would be needed for a “longer period” to reduce inflation in the UK, adding that it was

“too early to think about an interest rate cut”.

Table 3 — ESTR and Euribor
Change in basis
30.10.2023* 03.11.20232 ge

points
ESTR 3.9030 3.9020 -0.10
Euribor 1W 3.872 3.887 1.50
Euribor 1M 3.868 3.877 0.90
Euribor 3M 3.948 3.956 0.80
Euribor 6M 4.102 4.062 -4.00
Euribor 12M 4.104 4.004 -10.00

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
fell on the weekly level. It rose early this week due to
reduced demand for safe assets to decline after
unfavourable data on Germany’s GDP and inflation.
On Tuesday, the return drooped in the morning as
data showed that the euro area inflation was
slowing, and GDP (seasonally adjusted) was lower
than market expectations, fuelling demand for safe
assets. In the afternoon, the return recovered. At the
end of the week, the return on 10-year German
government bonds fell as investors expected an
interest rate cut in 2024 and a weakening
macroeconomic outlook in the euro area. The return
fell due to data on the US labour market not meeting
market expectations, which continued to fuel
demand for safe assets.

US GOVERNMENT BONDS MARKET

The return mainly stayed the same in the first half of
the week. The return on the 10-year US Government
bonds fluctuated on Monday to record a daily rise
and end the day at 4.89%. The return grew due to
the decreased demand for safe assets, while the US
Treasury Department’s assessment of less borrowing
for the current quarter resulted in the return’s
borrowing. The US expected to borrow 776 billion
USD in Q4, 76 billion USD down from July estimates,
as tax revenues would rise. On Wednesday, the
return fell by some 20 bp as the Fed decided to keep
the interest rate at its meeting. Although the Fed
Chair left the “door open” for a rate increase in
December, the market heightened expectations that
the rate increase cycle could be completed. The next
day, the return on 10-year US government bonds
continued to fall due to the signal that the US
inflation rate was slowing down and was getting near
when the interest rate increase cycle started in 2022
could be stopped. On Friday, the return on 10-year
US government bonds dropped due to the October
data on the US labour market, which did not meet
market expectations.
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The gold price was stable on Monday. The next day,
it significantly declined as investors were cautious
awaiting the Fed meeting. It continued to fall in the
middle of the week, this time after the Fed Chair
indicated that the monetary policy could be
tightened again by the end of the year. During the
last two days, the gold price rose after signals that
the Fed had finished the interest rate increase cycle
and geopolitical conflicts increased.

The oil price dropped during the first two days of this
week as concerns about the conflict between Israel
and Palestine and its impact on supplies of this
energy decreased. However, a period of rising oil
prices began on Wednesday as Israel bombed a
refugee camp in Gaza. On Thursday, the USD
depreciation compared to a basket of currencies
increased the demand for oil from countries
importing this energy product and increased the oil
price. On Friday, the oil price fell again.
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Table 4 - Economic indicators (30 October - 3 November 2023)

Country

Euro area

Indicator

GDP S.A.
It measures the value of products and services
produced inside the country. GDP is the most
comprehensive measure of economic output and
provides a key insight into an economy’s main
drivers.

CPl estimate

This is an early euro area estimate. This index uses
available data comparable to a historical trend to
anticipate changes in consumer prices. By itself, CPI
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.

HCOB Euro Area Manufacturing PMI

This survey tracks opinion among procurement
managers at manufacturing. The index was obtained
from the results of questionnaires related to
production, orders, stocks, employment, prices, etc.

Unemployment Rate

The percentage of individuals on the labour market
and unemployed, but actively looking for a job. In
general, higher unemployment rate weakens the
economy and results in lower personal spending.

Period

Q3
QoQ%
YoY%

October
YoY%

October
Final data

September

Expected
value

0.0%
0.2%

3.1%

43.0

6.4%

Current
value

-0.1%
0.1%

2.9%

6.5%

Previous
value

0.2%
0.5%

4.3%

43.0

6.4%

Germany

Retail Sales
This indicator measures the volume of sales of
personal and household goods.

September
MoM%
YoY%

0.5%
-3.4%

-0.8%
-4.6%

-1.1%
-1.9%

USA

Conference Board Consumer Confidence

This index tracks confidence among households or
consumers. The results are obtained by conducting
surveys on a random sample of households.

ISM Manufacturing

This indicator assesses the state of US industry by
questioning executors about their expectations in
terms of production, new orders, employment, raw
materials deliveries and inventory.

ADP Employment Change

This indicator measures the number of employees on
the private sector payroll. It is sometimes called the
institution’s employment survey to distinguish it
from the household survey employment survey.
JOLTS Job Openings

This concept tracks the number of specific jobs in the
economy. Vacancies generally include either newly
created or unfilled positions (or soon-to-be-vacant
positions) that the employer is taking particular
action to fill.

Change in non-farm payrolls

The report shows the total number of newly
employed workers on a monthly basis by economy
industries. It does not include employees in farms,
some  government  agencies, self-employed
individuals and NGOs. 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
percentage of the total labour force.

October

October

October
K=1,000

September
K=1,000

October
K=1,000

October

100.5

49.0

150K

9400K

180K

3.8%

102.6

46.7

113K

9553K

150K

3.9%

104.3

49.0

89K

9497K

297K

3.8%
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