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Spotlight remains on the UK

It was another eventful week for the UK Gilt market and sterling. |09 Euro/US Dollar Exchange Rate

Both experienced further volatility amid mixed messaging from the o7 /\ An
BoE and UK government. ‘ \,\f"\ A[/ ! \ A
1.05 \{,, Y,
In terms of the BoE it was related to whether or not it would |13 K\ )
extend its Friday deadline for its temporary bond buying. o1 \\ )”V/\/‘J\,\ )
Meantime, following conflicting statements, as the week cametoa | W W\f\ \
close, the UK Prime Minister confirmed that she was doing another |°%° \ f”\j\,
U-turn on fiscal policy. The corporate tax rate is now to increase to |osr
25%, with the Chancellor also being replaced. 055 | | | | | \/ |
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The reports of the possible fiscal policy reversal had a beneficial
impact on UK Gilt yields over the course of the week. Although, it [ Euro/Sterling Exchange Rate
was notable that the longer end of the curve underperformed (30- /\\
year yields were over 30bps higher on the week) with no 082 , \ |
0.88

extension from the BoE to its deadline. There was also a marked N \[4
softening in rate hike expectations. This was in the region of |os7 v

around 50bps, with futures contracts moving to price the Bank [oss I VAN N\/w
rate peaking nearer to 5.5% by mid-2023, rather than closer to 6%. |, f'\wh,/\l\/vd \ I }
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From a currency viewpoint, sterling regained some ground over
the week as a whole. In level terms, EUR/GBP starts this week in
the lower half of 86-87p. Meanwhile, the GBP/USD pair is trading (%2~ ey waun ou oohue  oeses  odo
in the upper half of $1.12-1.13. Elsewhere on the currency front,

EUR/USD opens this morning near to the midpoint of $0.97-0.98.
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Looking ahead to today, the UK will remain in the market spotlight. |29 1
The Treasury has announced this morning that the new |, \ _
Chancellor, Jeremy Hunt, will later today bring forward tax and |, WLVMV )
spending measures in an effort to calm market concerns over the |;,, \/V-\Hv N\
UK’s fiscal policy. 117 v \n
John Fahey, Senior Economist, AIB 114 A
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Day * End 2021 10?9-/&;” 17-May 14-3un 20l 09-‘Aug 06Sep  04-Oct
EUR/USD 0.974 -0.41 -14.32
EUR/GBP 0.8631 -0.08 2.75 Sterling/Euro Exchange Rate
GBP/USD 1.1283 -0.33 -16.60 12
GBP/EUR 1.1579 0.08 -2.68

UsSD/JPY 148.7 0.86 29.21 119 \Vf P\
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Opening Interest Rates e )
Money Market Swap Rates \J\ /\’J
Base Rate | 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 113
usD 3.125 3.44 4.19 4.97 4.84 4.23 V
EUR 1.25 0.89 1.40 2.60 2.97 3.10 11 T i i i i i
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Opening Levels 0722 am

Euro Sterling Dollar

EUR/GBP 0.8631 GBP/EUR 11579 USD/JPY 148.7
EUR/USD 0.974 GBP/USD 11283 USD/CAD 13825
EUR/JPY 144.85 GBP/CAD 1.5602 USD/CHF 1.0022
EUR/SEK 10.9748 GBP/NZD 2.0187 USD/CNY 7.1992
EUR/DKK 7.4381 GBP/JPY 167.78 USD/BRL 5.3284
EUR/NOK 10.3594 GBP/SEK 12.7118 USD/RUB 62.27
EUR/CHF 0.9763 GBP/DKK 8.6141 USD/INR 82.381
EUR/AUD 1.5617 GBP/NOK 11.9974

EUR/HKD 7.6473 GBP/CHF 1131 AUD/USD 0.6237
EUR/CAD 1.3469 GBP/AUD 1.809 NzZD/USD 0.5587
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147 r s | n/\ [\/‘M | ( Close Day 4 Weeks End 21
1 /U‘VVM/ )\ A f \A . ’ \ H U 10 Year Yield %

141 b us 4.02 +7 +57 +251
/ /\M \ H\A‘ /«J J Germany 2.36 +6 +60 +254
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2 y U ‘ A ./\/ \/ \/ v Ireland 2.90 +7 +58 +265

UK 4.32 +14 +119 +335

[/ 15 Belgium 3.02 +9 +68 +284
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\_\IJ . Italy 4.79 +12 +77 +361
126 T T T T T T T T T T T T .
19-Apr  17-May  t4-dun 12-ul 09-Aug  06-Sep  04-Oct 19-Apr  17-May  14-un 12-ul  09-Aug  06Sep  04-Oct Spain 352 7 +60 +292
Portugal 3.45 +6 +61 +296
US Swap Curve UK Swap Curve Greece 4.81 -12 +52 +350
Offer Rates : Money Rates to 1 Year Offer Rates : Money Rates to 1 Year
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30 25 —— Eurozone 2.99 -0 +49 +329
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10 Year Government Bond Spreads to Benchmark bps
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Belgium 65 +3 +8 +30
France 58 +1 +4 +21
” Eurozone Swap Curve % Irish & German 10-Year Bond Yields Italy 243 +6 +17 +107
3“5 Offer Rates : Money Rates to 1 Year 350 Spain 116 +1 +0 +38
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0s |~ 050 Brent Oil 9163 311 4031 41781
00 00 West Texas Oil 86.1 -3.90 +0.62 +14.30
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