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Weekly overview of short news

The ECB Vice President Luis de Guindos said the ECB would not commit to any monetary policy path after
the planned interest rate cut in June, but everything would continue to depend on data. The debate
among ECB officials over how "loose" monetary policy can be after June's reduction is heating up. Given
that the economy experienced a mild recession in H2 2023, some of them want to help strengthen the
recovery, while others worry about the uncertainty, especially in relation to earnings trend.

A member of the ECB Governing Council, Joachim Nagel, stated that geopolitical events and
decarbonisation may influence the growth of consumer prices to be higher in the coming years.

New initial jobless claims in the U.S. rose more than expected, reaching the highest level since August,
showing that layoffs are on the rise. Namely, the number of new requests increased by 22,000 to 231,000
in the week ending on 4 May, and the increase is expected to reach 212,000. However, it is still too early
to conclude whether this will prove to be a persistent increase that could fuel the Fed's willingness to cut
interest rates, or whether it is just driven by seasonal factors.

The Central Bank of Australia (RBA) kept the interest rate at the level of 4.35%. In a post-meeting
announcement, the RBA said that recent data indicate that although inflation is slowing, it is doing so at a
slower pace than expected and remains high.

The Bank of England left interest rates at their current level by a vote of 7 to 2. At the press conference
that followed, Governor Bailey said that a rate cut at the June meeting was "neither ruled out nor a fait
accompli," emphasizing the importance of two rounds of inflation and earnings data to be released by
then.
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The EUR/USD exchange rate remained almost the same at
the level of the reporting week, recording a growth of merely
0.09%. The exchange rate had an upward trend on Monday,
but soon began to weaken due to the weakening of the euro.
The euro weakened following the ECB's chief economist’
statement that the possibility of an interest rate cut in June is
growing due to the eventual slowdown in service inflation.
Although the exchange rate started going upwards the next
day, the downward trend continued. Namely, the dollar
strengthened once the Minneapolis Fed President statement
that recent inflation data raised questions about whether
monetary policy is restrictive enough to bring price trends to
the target level of 2%, fuelled expectations that the Fed
would keep interest rates at the existing level for a longer
period of time. Different expectations regarding the ECB and
Fed interest rates caused the exchange rate to fall until
Thursday afternoon, once the released data from the U.S.
labour market caused the exchange rate to record a sharp
increase. The higher-than-expected increase in initial jobless
claims indicated a slowdown in the labour market, therefore
expectations of a reduction in the Fed's interest rate
strengthened. The exchange rate had a slight downward
trend on Friday, as a survey showed that inflation
expectations in the U.S. in April unexpectedly rose, and the
Dallas Fed President said that it is still too early to think about
cutting interest rates in view of the data concerning inflation.
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The EUR/GBP exchange rate appreciated in this reporting
week. Although the exchange rate fell slightly on Monday, it
mostly rose during the rest of the week. The growth was
mostly caused by the weakening of sterling ahead of the Bank
of England meeting, and the anticipation of clearer
indications of when monetary policy easing could begin, in
June or August. The exchange rate showed signs of
weakening in mid-week, but its growth continued following
the BoE meeting. Although the interest rate remained at the
current level, and Governor Bailey said that a rate cut in June
was neither ruled out nor agreed, and for the first time he
directly addressed in his statement the expectations of
market participants regarding the future interest rates trend,
and his statement indicated that market participants are
underestimating the pace of easing in the coming months.
However, sterling strengthened against the euro at the very
end of the week, as preliminary data indicated a strong
recovery of the British economy in Q1, which complicates the
BoE decision regarding the interest rate cut, and from the
expectations that there will be a rate cut in June, is it now
expected that the central bank would take a more cautious
approach before the reduction, which could mean delaying
this decision.
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The EUR/JPY exchange rate appreciated this reporting week.
The markets in Japan were closed on Monday, therefore
significant economic data were not released. The Bank of
Japan Governor warned against excessive trends in the
currency market this week, i.e. the weakening of the yen,
adding that a monetary policy response may be needed, in
terms of a possible interest rate increase, which will depend
precisely on the impact of a weaker currency on the economy
and inflation. This is somewhat different from his comments
at the conference after the April BoJ meeting (25-26 April)
when he indicated a "little sense of urgency" regarding
developments in the currency market, after which the market
reaction led to further selling of the Japanese currency, its
weakening, and doubts that the government intervened later
by entering the market to support its currency. At the very
end of the week, the Prime Minister of Japan expressed
concern about the weakening of the currency as well.
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Table 1 - Exchange rates of the
most important currencies

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

%
6-Jun-20241 10-May-2024> Change
EUR/USD 1.0761 1.0771 0.09
EUR/GBP 0.85778 0.86002 0.26
EUR/JPY 164.72 167.76 1.85
EUR/AUD 1.62826 1.63128 0.19
EUR/CHF 0.97405 0.97625 0.23
USD/IPY 153.05 155.78 1.78
GBP/USD 1.2547 1.2525 -0.18

Central Bank

Reference interest

Reference interest

Next meeting

rate rate level
European Central ECB main 9
Bank (ECB) refinancing rate 4-20% © June 2024
Federal Reserves Federal Funds
0,

(Fec] Target Rate 5.50% 12 June 2024
5 -

ank of Japan Overnight Call Rate 0.00% 14 June 2024
(BoJ)
5 —

ank of England Official Bank Rate 5 25% 20 June 2024
(BoE)
Z\;vri]sks,(lgl;t;())nal Libor Target Rate 1.50% 20 June 2024
F;:é()of Canada TargetROa\t/:Irnight 5.00% 5 June 2024
R Bank of

eserve bank o Cash Rate Target 4.35% 18 June 2024

Australia (RBA)

The Central Bank of Australia (RBA) and the Central Bank of Canada (BoC) held their meetings last week.
The RBA kept the interest rate at the current level, and the announcement stated that recent data show that although inflation is slowing down,
it is doing so at a slower pace than expected, remaining higher.
The BoE left the interest rate unchanged as well. Governor Bailey said at a press conference a rate cut in June was "neither ruled out nor
considered a fait accompli" stressing the importance of two cycles of inflation and earnings data to be released by then. His statement that, "It
is likely that we will need to cut bank rates over the coming quarters and make monetary policy somewhat less restrictive over the forecast
period, possibly more so than currently priced into market rates" drew the most attention, suggesting that markets are underestimating the

pace of easing in the coming months.

Table 3 - ESTR and
Euribor

Change in
6-May-20241 10-May-2024.2 basis points
ESTR 3.9080 3.9060 -0.20
Euribor 1W 3.893 3.892 -0.10
Euribor 1M 3.865 3.856 -0.90
Euribor 3M 3.827 3.818 -0.90
Euribor 6M 3.802 3.789 -1.30
Euribor 12M 3.724 3.693 -3.1

! Opening market value on Monday

2 Closing market value on Friday
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Table 4 - Economic indicators (6 - 10 May 2024)

cannty Indicator Period Expected Current Previous
value value value
HCOB Eurozone Services, Composite PMI
PMI surveys tracks opinion among procurement
managers in manufacturing, construction and/or April
services sectors. The index was obtained from Final 52.9 53.3 52.9
the results of questionnaires related to 51.4 51.7 51.4
production, orders, stocks, employment, prices,
etc.
Euro area Producer Price Index (PPI)
Measures changes in prices of goods and services March
after leaving the place of production. Producers MoM% -0.4% -0.4% -1.1%
transfer higher costs to consumers through retail YoY% -7.7% -7.8% -8.5%
prices, thus PPl is important as an early inflation
indicator.
Retail Sales March
This indicator measures the volume of sales of MoM% 0.7% 0.8% -0.3%
personal and household goods. YoY% -0.2% 0.7% -0.5%
Factory Orders
This indicator monitors the value of new orders March
in the respective period and gives an image of MoM% 0.4% -0.4% -0.8%
the demand for German industrial products, and YoY% -1.7% -1.9% -8.8%
is an early indicator of the total level of
consumption in the economy.
Exports March
Products and services produced in Germany, sold MoM% 0.3% 0.9% -1.6%
or pending for sale outside of Germany.
Germany | Imports March
Germany’s demand for foreign products. The MoM% -1.0% 0.3% 3.0%
value of exports and imports is an important
input in the calculations of the trade balance,
current account and GDP.
Industrial Production March
It measures the output in mining and quarrying, MoM% -0.7% -0.4% 1.7%
manufacturing and utilities (electricity, gas and YoY% -3.6% -3.3% -5.3%
water supply).
Initial Jobless Claims
It measures the number of people first time
USA . L -
applying for receiving compensation. May 4
K=1,000 212 K 231K 209 K
Gross domestic product (GDP)
Measures the final market value of all products | Q1 Preliminary data
and services produced within the country. This is QoQ%
the most commonly used indicator of economic YoY% 0.4% 0.6% -0.3%
activity. 0.0% 0.2% -0.2%
March
Industrial Production MoM%
Great It measures the output in mining and quarrying, YoY% -0.5% 0.2% 1.0%
Britain manufacturing and utilities (electricity, gas and 0.3% 0.5% 1.0%
water supply).
S&P Global UK Construction PMI
This survey tracks opinion among procurement
managers at construction sector. The index was April
obtained from the results of questionnaires
related to  production, orders, stocks, 50.4 53.0 50.2
employment, prices, etc.
Household Spending
Japan This  indicator monitors all  consumers’ March
P expenditures on products and services, and is YoY% -2.3% -1.2% -0.5%

adjusted with inflation.
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The yield on 10-year German government bonds
rose at the beginning of this week, but the
growth was limited as one of the ECB Governing
Council members, Gediminas Simkus, stated
that the interest rate will be reduced three
times this year. The yields on these bonds
decreased on Tuesday as it was announced that
factory orders in Germany unexpectedly fell.
The yields saw an increase in mid-week, which
lasted until the morning hours on Thursday, as
the volume of trade in Europe was reduced for
the holidays. A sharp jump in yields occurred in
the last day of the week as the ECB is expected
to reduce the interest rate in June, but further
moves remain uncertain due to global instability
and earnings growth in the euro area. The yields
stood at 2.51% at the end of the week in
relation to 2.49% at the opening of the market
on Monday.

The yields on U.S. 10-year government bonds
weakened during the first two days of this
week. The drop in vyields occurred as
expectations rose that the Fed would cut
interest rates at least twice this year. At the end
of Tuesday, the trend of rising yields on these
bonds began, which lasted until Thursday
afternoon. An auction of 30-year U.S. bonds was
held on Thursday, after which the yield on 10-
year bonds fell. A solid demand was recorded at
the auction itself, which is a sign that investors
are convinced that the American economy is on
the verge of slowing down. At the auction, 25
billion dollars of 30-year bonds were sold at a
yield of 4.635%, which is slightly lower than the
yield in  pre-auction trading, 4.642%.
Additionally, the news that initial jobless claims
increased more than expected in the U.S. also
influenced the fall in yields. The last day saw a
recovery in yields and a jump in short-term
inflationary expectations, according to a
University of Michigan survey. Namely, this
survey showed that consumers expect inflation
expectations to be at the level of 3.5% in the
period of one year, which is higher than the
previous 3.2%. The yield on these bonds at the
end of the week stood at 4.49% compared to
4.50%, which was at the beginning of the week.
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GOLD
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The price of gold rose slightly at the beginning
of this week, but remained stable over the next
two days. During the last two days of the week,
the price of gold recorded a sharp increase as
the dollar weakened in relation to most
currencies, as well as due to the growing
expectations that there will be a reduction in
interest rates by the leading global central
banks and the strengthening of geopolitical
tensions. Gold price growth was halted in mid-
day Friday as it was announced that inflationary
expectations had risen in the U.S.
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The price of oil was stable on the first day of this
week, but recorded a decline during Tuesday
and until mid-Wednesday. The drop in the price
of oil in the mentioned period came as the news
indicating that OPEC+, as hinted by the Deputy
Prime Minister of Russia, could increase oil
production. The price of oil rose in the second
half of Wednesday as it was announced that oil
stocks increased in the U.S. during the previous
week and that tensions are still present in the
Middle East. The price of oil was stable on
Thursday, to fall significantly on Friday. The drop
came as the OPEC+ meeting was approaching,
where the policy of limiting the production of
this energy generating product will be
discussed.

The aforementioned overview of trends is based on external sources and does not contain any comments, assessments and views of the CBCG. CBCG cannot guarantee their accuracy and is not responsible for direct or indirect
damage that may occur as a result of the use or inability to use information, materials or content, or for the consequences of decisions made based on them.
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