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Euro-Area

e The European Central Bank left all three key policy rates unchanged at the October 26 meeting, leaving the
deposit rate at 4%. The message after this meeting was clear, and no more hikes are expected. Various gauges
show that underlying price pressures are decreasing as the economy shows significant cracks in activity due to
the restrictive monetary policy in place.

e The euro-area economy has proven resilient despite all the rate hikes injected following the energy-linked
inflation, but we don’t know how long this will be sustained. The economy is expected to stagnate in the upcoming
months, with the Central Bank’s September forecasts pointing to an expansion of 0.1% in 4Q. The region
contracted by 0.1% in 3Q23, which, given the tight borrowing regime and the significant drop in activity, is not too
bad.

e Theregion’s headline inflation dropped sharply to 2.9% in October from the previous 4.3% in September, and the
core reading fell to 4.2% from the previous 4.5%. The drop was sustained by the 6.2% energy-linked inflation from
October 2022, falling out of the yearly comparison. Headline and Core inflation are estimated to keep decreasing
until the end of the year and throughout 2024, even falling below the ECB’s 2% target.

Date Country Economic Release
06-Nov-23 | Euro-Aggregate [HCOB Eurozone Services and Composite PMI
14-Nov-23 | Euro-Aggregate |ZEW Survey Expectations
14-Nov-23 | Euro-Aggregate |3Q GDP (YoY &QoQ) (Prelim.)
17-Nov-23 | Euro-Aggregate |CPI Inflation YoY and MoM for Oct ( Final)
17-Nov-23 | Euro-Aggregate |[CPI Core YoY for Oct (Final)

HCOB Eurozone Services, Manufacturing,
Euro-Aggregate . .
23-Nov-23 and Composite PMI (Prelim.)
30-Nov-23 | Euro-Aggregate |CPI Inflation YoY and MoM for Oct ( Prelim.)

United Kingdom

e Aswidely expected, the Bank of England voted 6-3 to keep interest rates unchanged at the 2 November MPC
meeting. Officials held the benchmark at 5.25% for the second consecutive meeting, prompting many analysts to
believe that the next move in interest rates will be down. However, rates will unlikely be cut until the second half of
2024.



e Governor Andrew Bailey voiced caution, insisting that it is “much too early to be thinking about rate cuts.” Bailey
continues with the ‘higher for longer’ rhetoric, saying that restrictive policy is likely needed for an extended period
as the committee continues to battle stubborn inflation.

e Inflation in the UK remains significantly above the central bank’s 2% target, with September’s CPI report coming in
at 6.7% from a year earlier, the same as the previous month but above predictions of 6.6%. The key data release
for the UK in the coming weeks will be October’s CPI release on 15 November. A significant reduction is expected,
following lower energy prices, but the BoE remains vigilant, with the committee vowing to hike again should
inflation remain sticky.

Date Country Economic Release
10-Nov-23|UK Monthly GDP for Sep
10-Nov-23|UK Industrial Production for Sep
10-Nov-23|UK Monthly GDP for Sep
14-Nov-23|UK Jobless claims and average earnings for Sep
15-Nov-23|UK CPl and PPI for Oct
17-Nov-23|UK Retail Sales for Oct
23-Nov-23|UK PMI data for November
24-Nov-23|UK GfK Consumer Confidence for Nov
United States

e The Federal Reserve left their funds rate in the 5.25%-5.50% range at the FOMC November 1 meeting, and both
the Fed’s Chair Jerome Powell's speech and the FOMC policy statement had a dovish tone. The committee
seemed to have not taken many signals from the strong quarter data or the blowout September jobs report but
rather from the medium/long-term downward view on inflation and labour market data. Fed Chair Jerome Powell
stated that the September dot plot could already be outdated, meaning that further rate hikes may not be
necessary.

e October’s jobs report came a day after the FOMC meeting, and it could not scream any more dovish. A strong
slowdown across Non-Farm Payroll, the ADP employment report, and the uptick in the unemployment rate looked
encouraging to help the Fed bring inflation back to its 2% target. ISM Surveys point to a growth slowdown, with
ISM Manufacturing dropping to 46.7 due to a fall in new orders.

e The Fed, although dovish for now, remains “alert” — the current “wait and see” strategy is part of the committee not
having a clear picture of the disinflation and growth trend, and are worried that they may have to hike interest

rates again.
Date Country Economic Release

07-Nov-23|US Trade Balance for Sep
08-Nov-23|US MBA Mortgage Applications
10-Nov-23|US U. of Michigan sentiment for Nov ( Prelim.)
14-Nov-23|US CPI Inflation YoY and MoM for Oct
14-Nov-23|US CPI Excluding Food and Energy MoM & YoY for Oct
15-Nov-23|US Retail Sales Advance MoM for Oct
22-Nov-23|US S&P Global US Manufacturing PMI
27-Nov-23|US New Home sales for Oct
29-Nov-23|US GDP Anualized QoQ for 3Q
30-Nov-23|US Personal Income and Spending




CURRENCY PAIRS:
EUR/USD

e Following October, it feels like the market shifted its sentiment on the pair drastically. We broke the bearish
channel we had been trading since July, and we did so aggressively. We are currently trading at 1.0753, with big
support at 1.0805, where the 100d and 200d MA meet (see the below graph).

e This move can be the start of a greenback retracement, where we may start to see some more euro bulls coming
into play. Both the Fed and ECB seem done with their tightening campaigns and the focus now shifts more to any
geopolitical tensions coming out of the Middle East (should trigger USD buying), the US Debt sustainability (which
can trigger Euro buying), and any Euro-area data picking up.

e First Resistance sits at 1.0750 followed by Key Resistance at 1.0805.

e First Support sits at 1.0660(pre-NFPs resistance) followed by Key Support at 1.0520.
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Region ® Currency LR 11/06/23 1
[ cwrRusD SR Q423 Q124 Q224 Q324 2024 2025 2026 2027
Spot 1.07 Median 1.06 1.07 109 110 111 1.15 116 1.17
Q323 Actual Mean 1.06 1.07 109 110 112 115 117 117
1.06 High 113 116 117 119 122 123 120 1.0
Q323  Forecast Low 1.00 1.02 1.00 103 105 110 115 115

Source: Bloomberg



GBP/USD

October saw GBPUSD trading broadly within a 1.21-1.23 trading range, with a downside bias, as highlighted below.
Currency markets took the pause in interest rates from the BoE and ECB in their stride. However, investors turned
bearish on the greenback following the dovish Fed meeting and softer than expected Non-farm Payrolls.

GBPUSD followed EURUSD higher, breaching resistance and pushing cable out of its down channel driven by
lower US yields as worry shifts to US debt sustainability.

The market has been short sterling for some time, so it is unsurprising that recent moves have been dramatic, with
the post-NFP rally opening a potential run at the 200-day MA at 1.2435.

Old Resistance now acts as Fresh Support, with 1.2335 sitting as Initial Support ahead of the recent low of 1.2070.
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Q3 23 Actual Mean 1.29 1.30

1.22 High 1.40 1.30
Q3 23 Forecast Low 1.23] 1.30

Source: Bloomberg



EUR/GBP

e The cross continues to trade below 0.8691 (200d MA (Green)), which was seen as a bearish signal. We have
retraced back to the range we have been in since June (0.85-0.87) and the market seems positioned to trade
lower, following the break of the 200d MA.

e Inboth regions, growth is weak, and the pair is likely to gain direction on any growth differentials and marginal
differences in monetary policy between the ECB and BOE. From what we saw last week, the BOE looked slightly

more hawkish than the ECB, where members who want further hikes are marginally higher than the ECB
policymakers.

o First Resistance sits at 0.8690 (200d MA), followed by key resistance near 0.88.
e First Support sits near 0.8610, followed by Key Support near 0.8500.

# EURGBP Curncy B MAvgs
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Region [ R alaYAFuro / British Pound Cross IXRB11/06/23 [=!
EURGBP 3'1: Q423 Q124 Q224 Q324 2025 2026 2027
Spot .87 Median 87 .87 .88 .88 . .89 .88
Q3 23 Actual Mean 87 87 .88 .88 : .89 .88

.87 High .89 91 92 .94 . 94 .89
Q3 23 Forecast Low .84 .83 .82 .82 A .85 .88

Source: Bloomberg
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ABOUT GPS CAPITAL MARKETS

GPS Capital Markets provides corporate foreign exchange services to help companies manage their foreign currency risk
and execute foreign currency transactions.

Clients across the world trust GPS to minimize their FX risk and grow their international business by combining
competitive exchange rates, and our award-winning FXpert® platform with a host of tailored international financial
solutions including Intercompany Netting, Hedge Accounting, Balance Sheet Hedging, FX execution, Data Analytics and
Cash Flow Hedging. For more information, visit www.gpsfx.com

www.gpsfx.com


file:///C:/Users/rhumphries/Downloads/www.gpsfx.com

