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Weekly overview of short news

The U.S. economic growth for the previous quarter fell to an approximately 2-year low, whereas inflation
rose. The U.S. Bureau of Economic Analysis report showed that the GDP grew at a rate of 1.6% on an
annual basis, below all forecasts given by economists, while the main "driver" of the economy, personal
spending, grew at a rate of 2.5%, which is slower than predicted. The closely monitored measure of core
inflation rose from 2% to 3.7%, which is the first quarterly acceleration this year. With inflation rising, the
Federal Reserve's monetary policymakers could face renewed pressure to further delay any reducing and
even consider whether borrowing costs are high enough. All eyes on Friday were on the Fed's preferred
inflation gauge - the core price index for personal spending expenditures. The data showed that the
monthly rate remained unchanged and stood at 0.3% in March, which was in line with expectations, while
it rose to 2.8% at the annual level, slightly higher than expectations (2.7%).

Market participants believe that the delay in raising interest rates by the FED will not prevent the ECB
from meaningfully lowering interest rates this year. Euro area core/total inflation is likely to be stable in
April (2.4%), burdened by higher energy costs, and core inflation is expected to drop significantly from
2.9% to 2.6%. The process of disinflation has progressed, price increases are likely to fall below 2% during
the summer, which confirms the probability that the ECB rate cut in June is almost inevitable, and the
door will be open for cuts at the remaining meetings until the year-end. A thorn in the ECB's side is
services inflation, which has held steady at 4% for five months, that is why some ECB board members are
cautious about predicting further rate cuts.

The president of the Deutsche Bundesbank announced that there is a high probability that the ECB will
reduce interest rates in June, but he pointed out that it is necessary to be careful as "persistent inflation"
is still present in the euro area, which does not justify further reductions in interest rates. He added that
after the interest rate reduction in June, an additional reduction may not be justified.

Mr Gediminas Simkus, a member of the ECB Governing Council, stated that the central bank could reduce
the interest rate in June and July if the disinflationary trends in the euro area are greater than expected.
The Swiss National Bank introduced several changes in the implementation of monetary policy and
increased the required reserve requirement for banks from 2.5% to 4%.

The yield on 10-year U.S. government bonds rose to the highest level since the beginning of the year
(4.74%) at the end of the week, as data on price pressures in the U.S. cast doubt on the Fed's ability to
start lowering interest rates this year. Despite the news, demand at the T-bills auction was fair to strong,
worth more than 180 billion dollars, which is a sign that investors are still inclined to treat rising yields as
a buying opportunity. Yields on German government bonds followed the rising trend of U.S. bonds.
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The EUR/USD exchange rate appreciated slightly in this
reporting week. At the very beginning of the week, the
exchange rate was stable, while trending upwards for the rest
of the week, until Friday. It rose first, as positive data on the
growth of business activity in the euro area were released in
April. The composite PMI index of the euro area rose in April
to 51.4 and was better than the expected, standing at 50.7,
and the growth of this index was mainly the result of the
growth of the index of the service sector to the level of 52.9.
Also, the news that business confidence in Germany rose to
the highest level of 89.9 in April previous year, also had an
impact on the exchange rate growth. It should be highlighted
that during this period the Deutsche Bundesbank president
also announced that there is a great probability that the ECB
will reduce interest rates in June, but that it is necessary to be
careful as "persistent inflation" is still present in the euro
area, which does not justify further reductions in interest
rates. The only time this exchange rate fell slightly was on
Friday, when the Fed's preferred measure of inflation (PCE
core deflator) rose in March to 2.8% from 2.7% in February.
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The EUR/GBP exchange rate depreciated in this reporting
week. The exchange rate had an upward trend on Monday.
Sterling weakened on that day as the Bank of England
official's opinion that U.K. inflation will be lower than the
monetary institution's latest projections led to rising
expectations for a June BoE interest rate cut. However, the

exchange rate generally weakened for the rest of the week.
Although the euro strengthened on Tuesday morning as a
result of the preliminary announcement that the composite
PMI index of the euro area in April rose more than expected,
the exchange rate experienced a sharp drop on the same day,
as sterling strengthened after the announcement that the
same index for Great Britain significantly exceeded
expectations. The weakening of the exchange rate until the
end of the week was mainly caused by expectations regarding
the actions taken by the Bank of England and the European
Central Bank. Markets do not expect the BoE to cut the
interest rate before next quarter, while previously the ECB
hinted that the first reduction would follow in June, therefore
sterling strengthened as the European currency weakened.
The shift in expectations regarding the BoE's first interest rate
cut was fuelled by a statement from the BoE's chief
economist who made it clear that the outlook for the U.K.
economy had not changed significantly since early March.
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The EUR/JPY exchange rate appreciated this reporting week
by 2.80%. The exchange rate was stable only at the beginning
of the week, while recording growth for the rest of the week.
The increase in the exchange rate occurred when positive
data on the growth of business activity in the euro area were
released in April. During this week, the yen weakened against
the dollar, therefore Japan issued the strongest warning to
date that it is ready to intervene in the currency market to
limit further yen decline, and the finance minister expressed
concern about the weakening of the yen and its impact on
import costs. During Friday, the EUR/JPY exchange rate
recorded the highest growth and the Bank of Japan
disappointed the market participants with its decision made
at the regular meeting. Namely, the Bank of Japan kept
interest rates at the current level, also keeping the bond
purchase programme in line with the March meeting.
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Table 1 - Exchange rates of the %
most important currencies 22-Apr-20241 26-Apr-20242 change
EUR/USD 1.0656 1.0693 0.35
EUR/GBP 0.86142 0.85599 -0.63
EUR/JPY 164.70 169.31 2.80
EUR/AUD 1.66008 1.63674 -1.41
EUR/CHF 0.97033 0.97033 0.00
usD/JPY 154.64 158.33 2.39
GBP/USD 1.2370 1.2493 0.99
Table 2 - Overview of Central Bank Reference interest | Reference interest | Next meeting
the leading central banks’ rate rate level
interest rates
European Central ECB main o
Bank (ECB) refinancing rate 4.50% 6 June 2024
Federal Reserves Federal Funds 0
(Fed) Target Rate >-50% 1 May 2024
Bank of Japan Overnight Call 0.00% 14.06.2024.
(BoJ) Rate
Bank of England Official Bank Rate 5 95% 9 May 2024
(BoE)
Swiss National Libor Target Rate 0
Bank (SNB) 1.50% 20 June 2024
Bank of Canada Target Overnight 5 00% 5 June 2024
(BoC) Rate
Reserve Bank of o
Australia (RBA) Cash Rate Target 4.35% 7 May 2024

At its regular meeting, the Bank of Japan kept the range of the reference rate between 0% and 0.1%, and there
were no reductions of the bond repurchase programme announced, but they will be purchased in accordance with
the March decision. The bank predicts that inflation will remain above or around the inflation target by the fiscal
year 2026, with inflation being at 2.8% this fiscal year. The governor of the central bank indicated that he would like
to continue increasing interest rates gradually, after ending the policy of negative interest rates last month with the

first increase since 2007.

Table 3 - ESTR and

Euribor Change in
22-Apr-2024! 26-Apr-2024.2 basis points
ESTR 3.910 3.9070 -0.30
Euribor 1W 3.891 3.883 -0.80
Euribor 1M 3.837 3.848 1.10
Euribor 3M 3.892 3.865 -2.70
Euribor 6M 3.846 3.835 -1.10
Euribor 12M 3.732 3.724 -0.80

! Opening market value on Monday
2 Closing market value on Friday
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Table 4 - Economic indicators (22 - 26 April 2024)

Euro area

Consumer Confidence

It monitors trust among households or
consumers, and the results are obtained
from a survey conducted on a random
sample of households.

HCOB Eurozone Manufacturing, Services,
Composite PMI

PMI  surveys tracks opinion among
procurement managers in manufacturing,
construction and/or services sectors. The
index was obtained from the results of
questionnaires related to production,
orders, stocks, employment, prices, etc.

April
Preliminary

April
Preliminary

-14.5

46.5
51.8
50.7

-14.7

45.6
52.9
51.4

-14.9

46.1
515
50.3

Great
Britain

S&P Global UK Manufacturing, Services,
Composite PMI

PMI surveys tracks opinion among
procurement managers in manufacturing,
construction and/or services sectors. The
index was obtained from the results of
questionnaires related to production,
orders, stocks, employment, prices, etc.

GfK Consumer Confidence

This index measures the level of
households’ confidence in terms of
economic performance.

April
Preliminary

April

50.4
53.0
52.6

48.7
54.9
54.0

-19

50.3
53.1
52.8

USA

S&P Global UK Manufacturing, Services,
Composite PMI

PMI surveys tracks opinion among
procurement managers in manufacturing,
construction and/or services sectors. The
index was obtained from the results of
questionnaires related to production,
orders, stocks, employment, prices, etc.
Gross domestic product (GDP)

It measures the final market value of
products and services produced within the
country, and is the most frequently used
indicator of economic activity.

PCE Deflator

The deflator of expenditures for personal
spending monitors the total price changes
of goods and services purchased by
consumers on a monthly level.

April
Preliminary

Ql
YoY%

March
MoM%
YoY%

52.0
52.0
52.0

2.5%

0.3%
2.6%

49.9
50.9
50.9

1.6%

0.3%
2.7%

51.9
51.7
521

3.4%

0.3%
2.5%

Japan

Tokyo CPI
Measures the prices that consumers pay for
a market basket of products and services.

April
YoY%

2.5%

1.8%

2.6%
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EUROPEAN GOVERNMENT BONDS MARKET
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The yield on 10-year German government bonds
fell by the end of the day on Monday as the ECB
Governing Council member Mario Centeno
indicated that the total rate cut this year could
exceed 100bp, stressing that action should be
taken before the target of 2% is reached. The
next day the yield fluctuated, only to rise on
Wednesday and Thursday after the warning of
the Bundesbank Governor, Joachim Nagel, that
the ECB may not continue with further
reductions after the June interest rate cut, as
the existing uncertainty prevents it from
following a predefined path of interest rate
cuts. Nagel said that there is a high probability
that the ECB will reduce interest rates in June,
but he pointed out that one should be careful,
because "persistent inflation" is still present in
the euro area, which does not justify further
reductions in interest rates for the time being.
The vyield fell on the last day of the week
following the announcement of the core PCE
deflator in the U.S., as well as the decision of
the BoJ.
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The yield on 10-year U.S. government bonds fell
on the daily level on Monday, following the
trend of the EU bond vyields. Auctions of 2-, 5-,
and 7-year bonds in the amount of 69 billion
dollars, 70 billion dollars, and 44 billion dollars,
respectively, were announced for this week.
The yield on 10-year U.S. government bonds fell
on Tuesday as the U.S. manufacturing PMI was
reported to be weaker than expected and
investors took positions while anticipating major
bond auctions by the U.S. government. Yields on
10-year U.S. government bonds recovered the
next day as data on price pressures in the U.S.
cast doubt on the Fed's ability to start cutting
interest rates this year. Despite this news,
demand for the announced government bond
auctions was fair to strong, a sign that investors
are still inclined to treat rising yields as a
purchasing opportunity. At the very end of the
week, the vyields recorded a decline after the
release of the March data on the PCE deflator in
the U.S., which partially alleviated fears of a
"sticky" inflation narrative, as well as the Bol's
decision.
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GOLD
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At the very beginning of this week, the price of
gold recorded a significant drop as the demand
for safe assets decreased due to the fact that
there was no escalation of tensions in the
Middle East. The price of gold rose the following
day as the dollar fell against a basket of
currencies, and this was reflected in the
increase in demand for this precious metal. The
price of gold had a slight upward trend during
the rest of the week as investors expected the
releases of data on inflation in the U.S., which
would give more indications in which direction
the Fed will implement its monetary policy. The
price of gold fell on the last day of the week, as
the dollar rose against most currencies.
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The price of oil had an upward trend this week.
The increase in the price at the beginning of the
week was a result of the release of positive data
on the euro area as well as concerns regarding
potentially new sanctions that the U.S. could
impose on oil exports from Iran. During the rest
of the week, oil prices rose as it was announced
that oil stocks in the U.S. fell by 6.37 million
barrels during the previous week. The price of
oil stabilised on the last day of the week,
supported by the strengthening of the dollar,
ending the week at the level of $89.21 per
barrel.

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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