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Global markets

Investors are turning their attention to tomorrow’s key May US PCE inflation print as the next major driver
of market direction, on the view that this will likely have a big impact on how long the Fed’s cur-rent hawkish
stance continues for. Government bonds remained under pressure on both sides of the Atlantic, with the
yield on 10yr USTs rising by a further 1bp earlier today after rising 8bps to a fresh two-week-high close of
4.33% on Wednesday. The yield on 10yr Bunds rose 4bps on Wednesday and has in-creased a further 2bps
today to 2.48%, with the 10yr OAT-Bund spread widening by 3bps to around 77bps ahead of the first round
of French parliamentary elections this weekend. The dollar strengthened on Wednesday, as measured by
the DXY index that rose 0.4% to just above the 106 level, though it has dropped 0.1% so far today to 105.92.
The USD/JPY rate dropped 0.2% today after reaching a 38-year intraday high of 160.81 yesterday but re-
mains above the 160 level that triggered intervention in April. Japan’s finance minister again warned that
the country’s authorities will act if needed to stabilise its currency.

Greece

The Governor of Bank of Greece (BoG), Yannis Stournaras, in the Monetary Policy Report 2023-2024 pub-
lished yesterday, stressed the need for wage increases consistent with the medium-term target for the
inflation rate, intensified market checks monitoring competition and removal of all kinds of obstacles to
promote competition. Moreover, he listed the central challenges faced by the Greek economy as the struc-
tural problems in the labour market, the low level of savings, the high investment gap and the low level of
structural competitiveness. Finally, according to the BoG, the real GDP growth rate is expected at 2.2%,
2.5% and 2.3%. whereas the inflation rate is expected to moderate to 3.0%, 2.3% and 2.2% in 2024, 2025
and 2026 respectively.

CESEE

The ECB released yesterday its Convergence Report, which assesses progress towards euro adoption in six
EU countries, of which five from the CESEE region. According to the report, Bulgaria meets the four conver-
gence criteria but the price stability criterion, as in May 2024 the 12-month average inflation rate in the
country was 5.1%, well above the reference value of 3.3%. The ECB expects inflation to moderate in the next
months due to easing of supply bottlenecks but warned that core inflation is likely to remain persistently
high on the back of wage pressures and a tight labour market. Furthermore, the ECB is concerned about
the sustainability of inflation convergence over the longer term. These remarks rule out that Bulgaria could
join the Eurozone from Jan 1, 2025. Czechia met a single convergence criterion, namely the interest rate
one, as its average long-term interest rates level over the past 12 months was 4.2%, below the benchmark
level of 5.5%. Poland, Hungary, and Romania failed to meet any convergence criterion.
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