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e Shorter-dated Bunds made losses as ECB hawk Schnabel reiterated that Daily bond market movements
another 50bps hike was possible in May, while the Bundesbank revised up Bond Yield Change
its assessment of Germany’s economic performance in Q1. EINC) 202017 2D IR
. . : OBL 2.2 04/28 2.534 +0.021
e Gilts also madg losses ona qwgt day for UK.economlc data. - DBR 2.3 02/33 2 487 +0.011
e Tuesday will bring a UK industrial survey, while Wednesday will bring UKT 0% 06/25 3.792 +0.052
survey results on German and French consumers and UK retailers. UKT 1% 10/28 3.639 +0.022
UKT 3%, 01/33 3.766 +0.010

*Change from close as at 4:30pm BST.
Source: Bloomberg

Euro area

German ifo survey a little less upbeat than the flash PMIs

While last Friday’s flash PMIs pointed to accelerated recovery momentum, today’s German ifo indicators were consistent
with a slight weakening in activity at the start of the first quarter, albeit improved optimism about the outlook. The current
assessment balance fell 0.4pt to 95.0, with deterioration seen across the subsectors and construction firms the most
downbeat since end-2015. Nevertheless, conditions were still judged to be close to the long-run average, and out of the past
eight months only bettered in March. Moreover, looking ahead to the coming six months, firms were the most upbeat since
Russia’s invasion of Ukraine, with the respective index rising for the sixth consecutive month, by 1.1pts to 92.2, to be 3.7pts
above the Q1 average. While the PMIs had suggested persisting challenges in manufacturing, the ifo indices signalled that
optimism in that sector rose to the highest in fourteen months amid improved production expectations. Retailers and
construction firms were similarly the least downbeat since February 2022. Less positively but also contrasting markedly with
the PMIs, according to the respective ifo index, services firms reported a slight worsening in the current situation as well as
increased pessimism regarding the outlook. Overall, the composite ifo business climate index rose 0.4pt to 93.6 in April, to
the highest since February 2022 to be more than 2pts higher than the Q1 average. But with that index still below the long-run
average, it also suggested that the economy still lacked dynamism.

Bundesbank upwardly revises its view on Q1 GDP amid stronger manufacturing and construction

The findings of the ifo indices were broadly consistent with the latest monthly assessment from the Bundesbank, which
judged that Germany’s economy had fared better than it previously expected in Q1 due to a stronger manufacturing
performance amid reduced supply constraints and lower energy costs. Indeed, manufacturing output rose in February to its
highest level in three years to be trending more than 2% above the Q4 average, with production in energy-intensive
subsectors up 22% on the same basis. Export volumes rose 42%M/M that month to be some 1.7% above the Q4 average.
And contrasting the message from various survey indicators, construction activity surged too — to be almost 8% above the
Q4 average in the first two months of the year — thanks to unseasonably mild weather. Providing some offset, the ongoing
squeeze on household purchasing power and historically weak consumer confidence appears to have continued to weigh on
consumption, including of consumer-facing services. For example, while significantly higher than a year earlier, activity in the
hospitality sector fell more than 22%M/M in February to be trending some 0.5% below the Q4 level. Moreover, the end of
government subsidies for purchases of hybrid and electric cars appears to have had a significantly negative impact on car
sales. Nevertheless, when the first estimate of Q1 GDP is published on Friday, the Bundesbank now expects the economy to
have expanded slightly, having only last month anticipated further contraction.

Germany: ifo and PMI indices Germany: ifo current assessment indices
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The two days ahead in the euro area
After a day bereft of key euro area economic data releases tomorrow, Wednesday will bring the latest German and French

household sentiment survey results, which are likely to register a modest improvement in line with last week’s flash
Commission consumer confidence index.

UK
The two days ahead in the UK

Following Friday’s downbeat manufacturing PMls, the CBI industrial trends survey tomorrow also seems likely to suggest a
weakening in activity in the industrial sector this month, with selling price expectations similarly likely to trend lower. In
addition, the CBI’s distributive trades survey on Wednesday will shed some light on retail and wholesale activity in April.
Separately, the March public finances data, also to be published tomorrow, will enable calculation of the overall deficit for the
past financial year. In its latest economic and fiscal outlook report, the OBR revised down significantly its forecast for public
sector net borrowing excluding banks (PSNB ex) in FY22/23 from £177bn to £152.4bn. In the first eleven months of the past
fiscal year, PSNB ex reached £132.2bn (compared with £122.1bn over the whole of FY21/22). Likely of most interest
tomorrow will be Deputy BoE Governor Ben Broadbent’s speech on ‘Monetary policy: prices vs quantities’.

Germany: ifo expectations indices Germany: Manufacturing & construction output
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The next edition of the Euro wrap-up will be published on 26" April 2023
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Today’s results

Economic data
Country Release Period  Actual Megl;i(\al\tlgtf)grs;r;sst':s/ Previous Revised
Germany W ifo business climate Apr 93.6 93.4 93.3 93.2

ifo current assessment (expectations) balance Apr  95.0(92.2) 96.0 (90.5) 95.4 (91.2) - (91.0)

UK 2 Rightmove house price index MIM% (Y/Y%) Apr 0.2 (1.7) - 0.8 (3.0) -
Auctions
Country Auction
- Nothing to report -

Source: Bloomberg and Daiwa Capital Markets Europe Ltd.

Tomorrow’s releases

Economic data

Period Previous
Country BST Release Mg'g:/&;‘f’g:;’;i‘:y
UK  EJ5 07.00 Public sector net borrowing excl. banks £bn Mar 21.3 16.7
E§5 11.00 cBlindustrial trends survey, total orders (selling prices) Apr -21 (20) -20 (25)
EfE 1100 cBlindustrial trends survey, business optimism Apr - 5

Auctions and events
Germany M 10.30 Auction: €6bn of 0.00% 2025 bonds

UK EEE 10.00 BoE Deputy Governor Broadbent scheduled to give speech on ‘Monetary policy: Prices versus quantities’
Source: Bloomberg and Daiwa Capital Markets Europe Ltd.

Wednesdays releases

Economic data

s PeT Release - iiieul
Germany M (07.00 GfK consumer confidence May -28.0 -29.5
France [J] Bl 07.45 INSEE consumer confidence Apr 81 81
B B 11.00 Total jobseekers ‘000s Q1 - 2834
UK B35 09.30 Final output per hour Y/Y% Q4 -0.1 0.9
E}g 11.00 CBI distributive trades survey, reported retail sales Apr 4 1

Auctions and events
Euro area |88 13.00 ECB Vice President de Guindos scheduled to speak at the Delphi economic forum
Germany M 10.30 Auction: €1.0bn of 4.0% 2037 bonds

M 10.30 Auction: €1.5bn of 1.0% 2038 bonds
Source: Bloomberg and Daiwa Capital Markets Europe Ltd.
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Access our research blog at:
https://www.uk.daiwacm.com/ficc-research/recent-blogs

This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited. Daiwa Capital Markets Europe Limited is authorised
and regulated by The Financial Conduct Authority and is a member of the London Stock Exchange and Eurex Exchange. Daiwa Capital Markets Europe Limited and its affiliates may, from time to
time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business
from such issuers, and/or have a position or effect transactions in the Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such
securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of
such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the Securities before this material
is published to recipients.

This publication is intended for investors who are MiFID 2 Professional (or equivalent) Clients and should not therefore be distributed to such Retail Clients. Should you enter into investment
business with Daiwa Capital Markets Europe’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in
particular, the benefits of the Financial Services Compensation Scheme may not be available.

Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory. Regulatory disclosures of investment banking relationships are available at
https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27 of the Financial Instruments and
Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:

https://Izone.daiwa.co.jp/I-zone/disclaimer/creditratings.pdf

IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made at your own discretion and risk.
Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in the future without notice. We make no representations as to the
accuracy or completeness. Opinions [and/or estimates] reflect a judgment as at the date of publication and are subject to change without notice. Daiwa Capital Markets Europe Limited retains all
rights related to the content of this report, which may not be redistributed or otherwise transmitted without prior consent.
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