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The EUR/USD exchange rate appreciated slightly in this
reporting week. The exchange rate had an upward trend at
the beginning of the week, as the euro strengthened,
stimulated by the statement of the ECB president, who
pointed to the progress in inflation, but also highlighted
persistent pressures concerning earnings, stressing the
importance of achieving a sustainable inflation target of
2%. However, the exchange rate began to weaken on
Tuesday afternoon. The rising U.S. sovereign bond yields
supported the dollar, while the ECB's cautious stance on
inflation and easing monetary policy, along with the
announcement that lending within the euro area was
reduced, limited the euro growth. The exchange rate fell
sharply on Wednesday, to somewhat below 1.0800, as the
dollar strengthened in response to key data from the U.S.
(GDP, inflation). However, on the same day, after the
announcement that GDP in Q4 was revised slightly
downward, from 3.3% to 3.2%, the dollar weakened,
therefore the exchange rate returned to the level from the
beginning of the day. On the other hand, the euro
strengthened supported by the comments of certain ECB
officials who pointed to concerns about inflation, warning
of the risk of premature reduction of interest rates. The
exchange rate fell sharply again on Thursday, from 1.0856
to 1.0796, as preliminary data showed that the inflation
rate in Germany in February fell to the lowest level since
June 2021, from 2.9% to 2.5%, and the expected 2.6%. As
for the USA, the personal consumption expenditure index
decreased from 2.6% to 2.4% in January, which is in line
with the expectations. On the last day of the reporting
week, the exchange rate recovered, mainly as the dollar
weakened due to the release of disappointing data on the
manufacturing ISM index. Preliminary data for the euro
area showed that inflation fell from 2.8% to 2.6% in
February, which is a milder drop than expected (2.5%).
Even so, core inflation, which excludes food and fuel
prices, remained elevated at 3.1%, exceeding the projected
2.9%. Core inflation exceeding the ECB's target strengthens
the ECB's position for maintaining record high interest
rates, and delaying consideration of monetary policy
easing until mid-year.

EUR/GBP

[EURGEP BGN Curnc 90 Actions + 91 Edit + [ Intraday Price Chart

+ Related Doa - (HNNEIENNN « it Chat 3%

M [T
| “w i

The EUR/GBP exchange rate recorded a slight increase
during this reporting period. The EUR/GBP exchange rate
rose at the very beginning of the week as it was announced
that retail inflation in the U.K. had slowed. The weakening
of the exchange rate in the second part of Tuesday was
caused by the strengthening of sterling, following the
statement of one of the BoE leaders of that inflationary
pressures are present, which left open the question of how
long interest rates in the U.K. will remain at their current
level. The EUR/GBP exchange rate appreciated for the rest
of the week. Investors are looking for new economic
triggers that could provide them with more information on
when interest rate cuts might occur. In general, data on
the euro area inflation provided support for the European
currency in this period. The Bank of England Chief
economist warned that monetary policy makers "must
beware of a false sense of safety" if the inflation rate falls
sharply from the current level of 4% in the near future, and
added that the British economy remains weak and, with
current data, it cannot always be concluded that prices will
not rise again. The exchange rate weakened on Friday, as
there was uncertainty in the market when both ECB and
the BoE will reduce the interest rate.
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The EUR/JPY exchange rate fell slightly in this reporting
week. The exchange rate rose on Monday, as the euro
strengthened due to the statement of the ECB president
that despite the progress in terms of inflation, the euro
area still did not reach the inflation target because there is
still pressure from the increase in earnings. However, the
exchange rate started down trending as of Tuesday.
Namely, after the announcement that the inflation rate in
Japan was above forecast, expectations regarding an
increase in the interest rate of the Bank of Japan increased,
thus the yen strengthened. The inflation rate fell in January
from 2.6% to 2.2% (expected 1.9%), while core inflation fell
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as well, from 2.3% to 2% (also expected 1.9%). Although
the exchange rate had an upward trend at the end of the
day on Wednesday, it fell sharply the following day. The
Bank of Japan member, Hajime Takata, sent a strong signal
that the Bank could soon change its policy based on
negative interest rates, saying that the BoJ is finally

approaching its inflation target, which provided support to
the yen. However, the rate recovered on Friday as the yen
weakened after the BoJ Governor said he was leaving all
options open regarding the timing of Japan's long-awaited
interest rate hike.

Table 1 - Exchange rates of the
most important currencies

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

Table 3 - ESTR and
Euribor

%
26 Feb 20241 1 Mar 2024 Change
EUR/USD 1.0821 1.0837 0.15
EUR/GBP 0.85391 0.85650 0.30
EUR/JPY 162.86 162.68 -0.11
EUR/AUD 1.64918 1.66076 0.70
EUR/CHF 0.95344 0.95747 0.42
USD/JPY 150.51 150.12 -0.26
GBP/USD 1.2672 1.2655 -0.13
Central Bank Reference interest Reference Next
rate interest rate meeting
level
European Central ECB main o
Bank (ECB) refinancing rate 4.50% 7 March 2024
Federal Reserves Federal Funds Target 5.50% 20 March
(Fed) Rate R 2024
Bank of Japan . o 19 March
(BoJ) Overnight Call Rate -0.10% 5024
Bank of England - o 21 March
(BoE) Official Bank Rate 5.25% 5024
Swiss National 21 March
1 0,
Bank (SNB) Libor Target Rate 1.75% 5024
Bank of Canada Target Overnight 5.00% 6 March 2024
(BoC) Rate
Reserve Bank of 0 19 March
Australia (RBA) Cash Rate Target 4.35% 2024
Change in
26 Feb 2024.1 1 Mar 2024.2 basis points
ESTR 3.907 3.904 -0.30
Euribor 1W 3.899 3.872 -2.70
Euribor 1M 3.851 3.817 -3.40
Euribor 3M 3.933 3.938 0.50
Euribor 6M 3.914 3.912 -0.20
Euribor 12M 3.738 3.744 0.60

! 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
trended up for the first three days of the reporting
week. The rise in yields occurred as traders lowered
expectations regarding the ECB's interest rate cut, as
well as the statement by the president of the central
bank that they still did not meet the inflation target.
On Thursday, after the initial growth, there was a
sharp drop in the development of these yields as the
drop in yields on American bonds spilled over to the
European market. On the last day, the yield on these
bonds had a downward trend again and at the end of
the period reached 2.41%.
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The yield on 10-year U.S. government bonds rose on
Monday as two bond auctions were held in the U.S.,
specifically USD 63 billion of 2-year bonds and USD
64 billion of 5-year bonds. Yields on these bonds
continued to rise on Tuesday as investors positioned
themselves for the release of inflation data in the
U.S., while they did not make a major change on
Wednesday. On Thursday, when data was released
that the Fed's preferred measure of inflation was in
line  with  expectations, supporting market
participants' expectations that the Fed will cut
interest rates later this year, the yield on U.S. 10-year
bonds has experienced a sharp decline. There was
another sharp drop in yields on Friday following the
release of weaker than expected economic data in
the U.S., which further increased expectations that
the Fed will cut interest rates this year. The yield
was at the level of 4.17% at the end of the week.

Weekly Report 26 February — 1 March 2024 |4



GOLD

1GOLDS Com 59 Actions » 91 Edit + [4 Intraday Price Chart

0226/ 200400 03/01/202400 23:00 B 22:5 Jist Trd Lst PLocal cCY [
WM DN Max kY + Related Dot + | SN ¢ it Chart &

The gold price rose in this reporting week. For most
of the week, the price fluctuated within a limited
range, between $2030 and $2040 per ounce, before
rising to $2050 on Thursday afternoon. The price
fluctuation was caused by the anticipation of key U.S.
economic data, which was expected to give a closer
look at when the Fed could start cutting interest
rates. In addition, the price of gold followed the U.S.
dollar trend, recording growth as the dollar
weakened, and vice versa. The information that the
U.S. GDP for Q4 was revised downwards had almost
no effect on the price development of this precious
metal, while the information on inflation in the U.S.
confirmed the speculation that the Fed will reduce
the interest rate this year, which caused the prices
growth on Thursday. The price of the precious metal
rose sharply on Friday, reaching its highest level this
year, $2088.37, as disappointing U.S. economic data
(factory orders, consumer confidence) fuelled
expectations of a Fed rate cut this year.

OiL

[BCSLO018 Index % Actions + 91 Edit [4 Intraday Price Chart
03/26/ 2024 03701202420 0:00 B 23:59 st T st PRl v @
M6 D I S ax Y

+ et ot [

The oil price went up in this reporting week. For
most of the week, the price fluctuated within a
limited interval. Easing geopolitical concerns
following the U.S. President's statement that an
agreement between Israel and Hamas to end the
conflict is close, as well as reports on U.S.
inventories, which showed an increase in the
previous week, were factors that dragged the price
of oil down. On the other hand, indications that the
growth in demand for this energy generating product
is recovering, and rumours that OPEC+ will continue
to voluntarily limit production even after Q1, when it
is planned to end the reduction, are the causes of
the price increase. According to U.S. government
data, oil consumption in the U.S. has risen to a 4-year
high in 2023, and it is expected that it could be close
to the mentioned level this year as well. Qil prices
rose sharply on Friday, hitting their highest level this
year, as an attack by Israeli forces that killed more
than 100 Palestinians waiting for aid in Gaza
heightened tensions in the Middle East and
complicated negotiations to end the conflict.
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Table 4 - Economic indicators (26 February — 1 March 2024)

Indicat Period Expected Previous

value value

Economic Confidence
An economic indicator that measures the degree of February P
optimism consumers feel about the overall condition of 96.6 95.4 96.2
the economy and their personal financial situation. If
the consumer has confidence in the economy of the
immediate and near future and his personal finances,
then they will spend more than they save.

CPI estimate

This is an early euro area estimate. This index uses February
available data comparable to a historical trend to YoY% 2.5% 2.6% 2.8%
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. Positive CPI
points to price increase.

GfK Consumer Confident

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

Euro area

-29.0 -29.0 -29.7
Germany Consumer price index (CPI)
It estimates the changes in the cost of living, by February P
measuring changes in the price level of market basket MoM% 0.5% 0.4% 0.2%
of consumer goods and services purchased by an YoY% 2.6% 2.5% 2.9%
average household.
Consumer price index (CPI)
It estimates the changes in the cost of living, by February P
France measuring changes in the price level of market basket MoM% 0.7% 0.8% -0.2%
of consumer goods and services purchased by an YoY% 2.8% 2.9% 3.1%
average household.
Consumer price index (CPI)
It estimates the changes in the cost of living, by February P
Spain measuring changes in the price level of market basket MoM% 0.4% 0.3% 0.1%
of consumer goods and services purchased by an YoY% 2.8% 2.8% 3.4%
average household.

BRC shop Price Index

The British Retail Consortium (BRC) retail price index
measures price changes in BRC member retail outlets in February
the U.K. A higher-than-expected reading should be YoY% 2.5% 2.5% 2.9%
taken as positive for the pound while a lower than
expected reading should be taken as negative for the
pound.

Nationwide House PX

This concept monitors changes in residential property
prices in the U.K. by the Nationwide Building Society. It February
is the second earliest report on real estate inflation. MoM% 0.3% 0.7% 0.7%

Great Britain

Initial Jobless Claims

It measures the number of people first time applying
for receiving compensation. 24 February
Durable Goods Orders K=1,000 210K 215K 201 K
This is an indicator of consumer safety that reflects
their expectations and the ability to spend money. Its January P
positive growth marks the condition of the economy, -5.0% -6.1% 0.0%
helping to strengthen the currency. Its decline leads to
USA the opposite result. The DGO index is a very good
indicator for the future. Many manufacturers plan
production based on available orders, the decline in
DGO precedes the decline in production and vice versa.
New Home Sales

The indicator shows the sale of newly built properties in
the U.S. The figure is a temporary indicator of the January
housing market calculating the sale of houses when MoM% 3.0% 1.5% 8.0%
housing contracts have been signed.
Retail Sales

This indicator measures changes in retail sales in Japan. January
MoM% 0.5% 0.8% -2.9%
YoY% 2.0% 2.3% 2.1%

Japan
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