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Weekly overview of short news

The ECB Governing Council member, Isabel Schnabel, indicated to the caution regarding successive
interest rate cuts in June and July, emphasizing the risk of premature easing, stating that the interest rate
cut in July does not seem justified based on current data. Similarly, Robert Holzmann expressed concern
about early interest rate trends that could potentially reboot inflation. The ECB Governing Council
member, Martin Kazaks, pointed to a positive disinflationary process, while the Eurogroup President,
Pascal Donohue, supported the ECB monetary policy, suggesting a feasible path for the return of
consumer prices to the target. Kazaks said the June meeting was likely to mark the start of the ECB's
interest rate cuts and reiterated that the rate-cutting process must be gradual and cautious and that the
ECB would review the data again after the June meeting.

The consumer price index in the euro area remained the same in April at the monthly level of 0.6%, and
the same is the case with the index at the annual level, which remained the same and stood at 2.4%.

Fed Vice Chairman Philip Jefferson said that while the recent slowdown in key indicators of price growth is
encouraging, it is too early to determine whether inflation is sustainably returning to 2%. He described
the current monetary policy as restrictive, but did not say whether he expected interest rate cuts to occur
this year. Instead, he reiterated that incoming economic data, prospects and the balance of risks will be
closely monitored. Atlanta Fed Governor Rafael Bostick noted that his forecast on the Fed's interest rate
policy remains unchanged, expecting one rate cut this year in Q4.

The Central Bank of New Zealand kept the benchmark interest rate at the current level of 5.5%, which is
expected, and the bank's new forecasts show that the first reduction could occur only in Q3 2025, instead
of Q2 the same year, due to the stubbornly high inflation rate. Due to high inflation, the rate increase was
also discussed at this meeting. Inflation slowed down to 4% from 4.7% in Q1, but the measure of
domestic price pressures barely slowed to 5.8%.

The ECB Governing Council member, Frangois Villeroy de Gallo, noted that the latest data on wages is
slightly above expectations, but warned against excessive interpretation, expressing confidence in the
disinflationary process in the euro area economy. The ECB Vice-President Luis de Guindos suggested that
a 25bp rate cut next month seemed reasonable.

The President of the Deutsche Bundesbank, Joachim Nagel, said on Friday that a change in the interest
rate by the ECB is likely in June if the prices development remains stable, adding that the next step will
probably have to wait until September. The time for the first interest rate cut in June was reiterated by
the Bank of Spain Governor, Pablo Hernandez de Cos, who also added that he will be cautious in his
decisions after June. The Bank of Estonia Governor, Madis Miiller, said that recent data indicating wage
increases do not undermine the progress achieved in terms of inflation, but caution should be
maintained, as prices may surprise with an "upward" direction.
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The EUR/USD exchange rate appreciated during the
first three days of the reporting week. At the beginning
of the week, the exchange rate weakened as one of the
ECB Governing Council members, Martin Kazaks, stated
at the meeting in June, that the period of reduction of
interest rates by that monetary institution will probably
begin. The drop was caused in the mid-week by the Fed
chairman's comment that several more months of
favourable inflation data are needed before interest
rates are likely to be cut. The exchange rate first
recorded a sudden boost on Thursday, only to quickly
return to its previous level after positive economic data
was released in the USA. Namely, it was announced that
business activity in the USA in May accelerated the
most in the last two years, which suggests that the
economy grew in Q2 this year. On the last day of this
period, the exchange rate rose as the ECB Governing
Council member, Isabelle Schnabel, suggested that a
cautious approach is needed when reducing interest
rates, and in addition, the statement by the Bundesbank
President that one should wait until September before
the second reduction in interest rates influenced the
growth of this exchange rate.
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During the first three days of this week, the EUR/GBP
exchange rate had a downward trend, as the release of
inflation data in Great Britain was expected. However,
once the data was released, the exchange rate
depreciated sharply. Namely, the data on inflation were
above the expected level, which influenced investors to
lower their expectations regarding the June interest
rate cut by the Bank of England. During the rest of the
week, the drop of the exchange rate halted, and the
exchange rate fluctuated between 0.8535 and 0.8499.

EUR/JIPY

EURJPY BGN Curnc 96) Actions + 97 Edit »
B 05/24/2024 ] 23:00 £ 22:59 (I (NG o Key Events
MWD MM ¥ S Max Tiky + Related Data +  TIETERENN «  Edit

[4 Intraday Price Chart

The EUR/JPY exchange rate had an upward trend this
week, with the highest increase in the exchange rate
occurring at the very end of the week. Namely, in that
period there was a change in expectations regarding the
fact that the leading central banks, from New Zealand
to the Bank of England, will postpone the timing of the
interest rate reduction. In addition, the statement by
the Deutsche Bundesbank President that the ECB
should wait until September for the second interest rate
reduction had impact on the growth of the euro against
the Japanese currency.
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Table 1 - Exchange rates of the
most important currencies

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

Table 3 - ESTR and
Euribor

%
20-May-2024! 24-May-2024? Change
EUR/USD 1.0869 1.0847 -0.20
EUR/GBP 0.85575 0.85157 -0.49
EUR/JPY 169.17 170.23 0.63
EUR/AUD 1.62417 1.63638 0.75
EUR/CHF 0.98823 0.99224 0.41
USsD/JPY 155.65 156.99 0.86
GBP/USD 1.2701 1.2737 0.28

Central Bank

Reference interest

Reference interest

Next meeting

rate rate level
European Central ECB main o
Bank (ECB) refinancing rate 4.50% 6 June 2024
Federal Reserves Federal Funds
0,
(Fed) Target Rate 5.50% 12 June 2024
B 0] ight Call Rat
ank of Japan vernight Call Rate 0.00% 14 June 2024
(BoJ)
B Official Bank Rat
ank of England icial Bank Rate S 950 20 June 2024
(BoE)
Z\;vri]sks(lgl;t;c))nal Libor Target Rate 1.50% 20 June 2024
Bank T tO ight
ank of Canada arget Overnig 5 00% S June 2024
(BoC) Rate
Reserve Bank of
Cash Rate T t 4.35% 18 2024
Australia (RBA) ash Rate farge 0 une
Change in
20-May-20241 24.05.2024.2 basis points
ESTR 3.9010 3.9010 0.0
Euribor 1W 3.875 3.881 0.6
Euribor 1M 3.799 3.792 -0.7
Euribor 3M 3.830 3.808 -2.2
Euribor 6M 3.791 3.780 -1.1
Euribor 12M 3.645 3.729 8.4

! Opening market value on Monday

2 Closing market value on Friday
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Table 4 - Economic indicators (20 - 24 May 2024)

Consumer price index (CPI)

It estimates the changes in the cost of living, by April
measuring changes in the price level of market MoM% 0.1% 0.3% 0.6%
basket of consumer goods and services YoY% 2.1% 2.3% 3.2%
Great purchased by an average household.
Britain
New Home Sales
The indicator shows the sale of existing real April
estate. MoM% 0.8% -1.9% -4.3%
Producer Price Index (PPI)
Measures changes in prices of goods and services April
after leaving the place of production. Producers MoM% 0.3% 0.2% 0.2%
transfer higher costs to consumers through retail YoY% -3.1% -3.3% -2.9%
prices thus PPl is important as an early inflation
indicator.
HCOB Composite PMI
PMI surveys tracks opinion among managers at May
manufacturing, construction and/or services Preliminary data 51.0 52.2 50.6
Germany | firms. The overall confidence index is generally
calculated based on the results of questionnaires
on inventories, production, orders, employment,
prices, etc.
Gross domestic product (GDP)
Measures the final market value of all products Ql
and services produced within the country.  This QoQ% 0.2% 0.2% 0.2%
is the most commonly used indicator of
economic activity.
HCOB Composite PMI
PMI surveys tracks opinion among managers at
manufacturing, construction and/or services May
firms. The overall confidence index is generally Preliminary data 52.0 52.3 51.7
Euro area . .
calculated based on the results of questionnaires
on inventories, production, orders, employment,
prices, etc.
Exports
Products and services produced in Japan, sold or April
pending for sale outside of Japan. YoY% 11.0% 8.3% 7.3%
Imports
Japan Japan’s demand for foreign products. The value April
of exports and imports is an important input in YoY% 8.9% 8.3% -4.9%
the calculations of the trade balance, current
account and GDP.
Initial Jobless Claims
It measures the number of people first time
applying for receiving compensation. May 18
K=1,000 220K 215K 222K
New Home Sales
USA The indicator shows the sale of newly built
properties in the U.S. The figure is a temporary April
indicator of the housing market calculating the MoM% -2.2% -4.7% 8.9%

sale of houses when housing contracts have been
signed.
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EUROPEAN GOVERNMENT BONDS MARKET
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The return on 10-year German government
bonds fluctuated slightly on the first two days
and averaged 2.52%. The yield was at a slightly
higher level on Wednesday compared to the
previous day. The ECB Governing Council
member, Isabelle Schnabel, stated that wage
growth is gradually slowing down and that the
release of the ECB's indicators on contracted
pay rates is expected. British data also showed
that inflation in the services sector was stable in
March, leading the market to be cautious about
interest rate cuts. The yield on 10-year German
government bonds rose the next day as it was
reported that business activity in the U.S.
increased more than expected in May. At the
very end of the week, the yield fluctuated and
the focus was on the speeches of ECB officials
(Isabel Schnabel, Joachim Nagel and Pablo
Herndndez de Cos). The yield stood at 2.58% at
the end of the week.

U.S. GOVERNMENT BONDS MARKET

[4 Intraday Price Chart

The yield on 10-year U.S. government bonds
had a volatile trend for most of the week. The
yields rose on Monday on signs that inflationary
pressures are easing in the USA. They fell the
next day as investors focused on statements
from officials. Christopher J. Waller, a member
of the Board of Governors of the Federal
Reserve System, said he needed a few more
months of favourable inflation data before
supporting interest rate easing. In a subsequent
interview with CNBC, he said further increases
in the Fed's main interest rate were probably
unnecessary. The yields rose on Wednesday on
the release of the Fed's latest meeting Minutes
that showed monetary policymakers were
disappointed by recent inflation data, and still
believed price pressures could ease, albeit at a
slower pace. The vyield on 10-year U.S.
government bonds had a more pronounced
growth on Thursday due to stronger than
expected data on business activity in the U.S,,
and the tight labour market encouraged traders
to "dismiss" the timing of interest rate cuts until
end-2024 in the U.S. The yield fluctuated slightly
at the very end of the week.
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The price of gold fluctuated for the first two
days, to drop afterwards. The price of gold had
a downward trend, due to the strengthening of
the dollar and the release of the latest Fed
meeting Minutes. The weakening of the price
was also caused by increased sales of this
precious metal, as investors want to "collect"
profits from the previous growth (the price of
gold reached a maximum of $2,450 per ounce
on Monday). The weakening of the price was
also a result of release of the U.S. inflation data
which was stronger than expected and fuelled
predictions that the Fed will keep rates at higher
levels. Encouraging data on the U.S. economy
further reduced demand for safe assets. The
gold priced recovered slightly on Friday.
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The price of oil had a downward trend until
Thursday. The price weakened as the Fed
officials indicated that interest rate cuts could
be delayed due to inflation data, raising
concerns about demand for this energy
generating  product. In  addition, U.S.
Government data showed that oil stocks
increased by 1.8 million barrels last week. The
price of oil in the USA also fell due to signs of
weakness in this market in anticipation of the
summer season. Memorial Day weekend is
typically seen as the start of increased driving in
the U.S. and investors will be watching the
situation to assess demand prospects for the
fuel. The price fluctuated over the past two days
as traders estimated reduced geopolitical risks
and signs of whether global markets are
sufficiently supplied ahead of the next OPEC+
meeting.

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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