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FOREX NEWS | US-DOLLAR, YEN, SWISS FRANC

Interest rate expectations weigh on the Euro

Analysts: USD - Significantly stronger after weakness

Maurice Jiszda, CEFA®, CFDS® From the beginning of the second half of the year until the end of September,

maurice jiszda@erstegroup.com the euro was able to strengthen against the US dollar. The driving force was

Maximilian M&stl the expectation of a faster and more significant easing of monetary policy by

maximilian.moestl@erstegroup.com the US Federal Reserve than by the European Central Bank, which led to a
narrowing of the USD interest rate advantage. However, the picture changed
abruptly at the beginning of October. The US labor market data published was
an extremely positive surprise. This led to expectations of the extent of the US
interest rate cut cycle being reduced by half a percentage point, which
manifested itself in a renewed increase in the USD interest rate advantage and
consequently in an appreciating US dollar. However, we expect a noticeable
weakening of the US economy and see weakness not only on the part of the
eurozone. We therefore think that the euro has some upside potential. We see
the risk of an appreciation of the US dollar in the event of an election victory for
Donald Trump, which, due to the planned import tariffs, would have an
inflationary effect. This would lead to a more restrictive US monetary policy
and thus to a more attractive USD investment landscape.

JPY - Yen stabilizes after turbulence

A surprise interest rate hike by the Bank of Japan (BOJ) at the end of July, in
conjunction with falling interest rate expectations in the US, led to an abrupt
strengthening of the yen not only against the US dollar, but also against the
euro. The unexpectedly sharp movement in the yen was likely due to a rapid
unwinding of carry trades. The situation in the markets has calmed somewhat
after the BOJ ruled out further interest rate hikes in the face of increased
volatility. Recent statements by BOJ representatives continued to emphasize
the decision not to raise interest rates, but left the door open for the central
bank if inflation were to remain above the 2% target and GDP growth were to
remain above potential. Due to the ECB's expected interest rate cuts, we
expect the yen to strengthen slightly against the euro in the coming months.

CHF - Stronger amid interest rate cuts
Despite two interest rate cuts by the Swiss National Bank (SNB) since June, the
CHF appreciated by 3% against the EUR in the second half of the year. This

Major Markets & Credit Research
Rainer Singer, (Head)

Maurice Jiszda, CEFA®, CFDS® was due less to a strength in the Swiss economy than to the broad-based
(Senior Economist USA) weakness in growth in the eurozone. The interest rate advantage of German
Maximilian M&stl (Economist AT) Bunds over Swiss counterparts had narrowed, undermining the attractiveness

Gerald Walek, CFA® (Senior Economist EZ)  of the euro against the franc. Even as the ECB is showing great determination
to lower its key rates quickly, we think that the strength of the CHF went a bit
too far given the development of the short-term interest rate differential.
Furthermore, the SNB could be the first central bank to reach the 0%-mark

Note: Information on past performance is next year, which does not yet appear to be priced in and could support a slight

not a reliable indicator of future performance Strengthening of EURCHF.
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Currency overview
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Forecasts®

Exchange rates

Currency current Dec.24 Mar.25 Jun.25 Sep.25
EURUSD 1.08 1.13 1.14 1.15 1.15
EURCHF 0.94 0.95 0.96 0.96 0.96
EURJPY current Dec.24 Mar.25 Jun.25 Sep.25
Consesus Forecasts 158.0 157.0 155.0 154.0
Spot/Forward 163.2 162.2 161.1 160.3 160.3

Interest rates

Money market rates current Dec.24 Mar.25 Jun.25 Sep.25
3M Euribor 3.10 2.95 2.71 2.47 2.23
3M Libor US 4.85 4.46 4.05 3.63 3.38
SARON 0.95 1.25 1.25 1.25 1.25

Source: Market data provider, Erste Group Research

' By regulations we are obliged to issue the following statement: Forecasts are no reliable indicator
of future performance.
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") independently and objectively as general information. This publication serves interested investors as
additional source of information and provides general information, information about product features or macroeconomic information
without emphasizing product selling marketing statements.

This publication does not constitute a marketing communication pursuant to Art. 36 (2) delegated Regulation (EU) 2017/565 as no
direct buying incentives were included in this publication, which is of information character. This publication provides only other
information without making any comment, value judgement or suggestion on its relevance to decisions, which an investor may make
and is therefore also no recommendation. Thus, this publication does not constitute investment research pursuant to Art. 36 (1)
delegated Regulation (EU) 2017/565. It has not been prepared in accordance with legal requirements designed to promote the
independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination of investment
research. The information only serves as non-binding and additional information and is based on the level of knowledge of the person
in charge of drawing up the information on the respective date of its preparation. The content of the publication can be changed at
any time without notice.

This publication does not constitute or form part of, and should not be construed as, an offer, recommendation or invitation for a
transaction in any financial instrument or connected financial instruments, and neither this publication nor anything contained herein
shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of a financial
or connected financial instrument in a trading strategy.

Information provided in this publication is based on publicly available sources which Erste Group considers as reliable, however,
without verifying any such information by independent third persons. While all reasonable care has been taken to ensure that the
facts stated herein are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste
Group (including its representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability
for the up-to-dateness, completeness and correctness of the content of this publication.

Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not
imply that Erste Group endorses, recommends or approves any material on the linked page or accessible from it.

Neither a company of Erste Group nor any of its respective managing directors, supervisory board members, executive board
members, directors, officers of other employees shall be in any way liable for any costs, losses or damages (including subsequent
damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this publication.

Any opinion, estimate or projection expressed in this publication reflects the current judgment of the author(s) on the date of
publication of this document and does not necessarily reflect the opinions of Erste Group. They are subject to change without prior
notice. Erste Group has no obligation to update, modify or amend this publication or to otherwise notify a reader thereof in the event
that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate.

The past performance of a financial or connected financial instrument is not indicative for future results. No assurance can be given
that any financial instrument or connected financial instrument or issuer described herein would yield favorable investment results or
that particular price levels may be reached. Forecasts in this publication are based on assumptions which are supported by objective
data. However, the used forecasts are not indicative for future performance of financial instruments incl. connected financial
instruments.

Erste Group, principals or employees may have a long or short position or may transact in financial instrument(s) incl. connected
financial instruments referred to herein or may trade in such financial instruments with other customers on a principal basis. Erste
Group may act as a market maker in financial instruments, connected financial instruments or companies resp. issuers discussed
herein and may also perform or seek to perform investment services for those companies resp. issuers. Erste Group may act upon or
use the information or conclusion contained in this publication before it is distributed to other persons.

This publication is subject to the copyright of Erste Group and may not be copied, distributed or partially or in total provided or
transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing
restrictions.

Erste Group is not registered or certified as a credit agency in accordance with Regulation (EC) No 1060/2009 of the European
Parliament and of the Council of 16 September 2009 on credit rating agencies (the Credit Rating Agencies Regulation). Any
assessment of the issuers creditworthiness does not represent a credit rating pursuant to the Credit Rating Agencies Regulation.
Interpretations and analysis of the current or future development of credit ratings are based upon existing credit rating documents
only and shall not be considered as a credit rating itself.
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