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Fed hikes by 75bps, BoE ahead today

As expected, the US Fed raised rates by 75bps yesterday, bringing the
Fed Funds target range up to 3-3.25%. It was the third consecutive 75bps
rate hike from the central bank. The updated interest dotplot shows the
Fed anticipates an aggressive path of rate hikes over the next number of
months. Rates are now seen as rising to 4.25-4.5% by year end, and to a
peak of 4.5-4.75% next year. At the press conference Chair Powell struck
a hawkish tone.

Although the Fed announcement was in-line with expectations, the
dotplot outlines a more aggressive pace of rate hikes than the market
had been pricing. Futures contracts have adjusted higher, moving to
match the dotplot overnight. Meanwhile, equity markets fell sharply in
response, with the S&P500 down 1.7%. On bond markets, the 2-year US
Treasury yield rose by 17bps.

Currency-wise, the dollar was firmly in control yesterday. The dollar
index, a measure of the currency’s value versus a basket of its peers, rose
to a new 20-year high. Meanwhile, the euro was on the defensive, as
President Putin called 300k reservists up to the Russian army. EUR/USD
fell back below the $0.99 threshold.

In level terms, EUR/USD opens in the lower half of $0.98-0.99.
Meantime, EUR/GBP is changing hands near the midpoint of 87-88p.
GBP/USD is operating down in the bottom half of $1.12-1.13.

Today, it is the turn of the Bank of England to enter the monetary policy
spotlight. A seventh consecutive increase in the Bank rate is anticipated.
However, there remains some uncertainty regarding the magnitude of
the rate hike. Current market pricing gives over an 80% chance of a
75bps rate hike, up from 50% on Monday. The announcement poses
some event risk for sterling.

1.12

1.10

1.08

1.06

1.04

Euro/US Dollar Exchange Rate

102 \ WV/‘./L/\

VAR U

i \/'/L\[ 14 \

0.98 T T T T T T
25-Mar 22-Apr 20-May 17-Jun 15-Jul 12-Aug 09-Sep

Euro/ Sterling Exchange Rate

0.88

0.87 WD

/\/A\HM\ )

085 va\\{\/ W \'\/\IM\\ N\J

084 A\\(\ jj\‘v W

0.83 \j

0.82 T T T T T T
25-Mar 22-Apr 20-May 17-Jdun 15-Jul 12-Aug 09-Sep

Today's Opening FX Rates

% Change

* v Previous Day's European Open

1.32
1.30
128
1.26
124
122
120
1.18
1.16
1.14
112

Sterling/ US Dollar Exchange Rate

N4

T
\

22-Apr  20-May  17-Jun 15-Jul 12-Aug  09-Sep

See Next Page for M ore Rates

Opening Interest Rates

Money Market Swap Rates

117

1.16

1.15

Day * End 2021 25-Mar
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 114 \j\
UsD 2.375 3.05 3.60 4.58 4.53 3.91 )
EUR 1.25 0.70 1.10 2.48 2.83 2.77 113 ‘ ‘ ‘ ‘ ‘ ‘
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GBP 1.75 2.34 2.87 4.36 4.65 4.22
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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EUR/CHF 0.9486 GBP/DKK 8.4996 USD/INR 80.7325
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