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Since the beginning of the year, financial markets have remained very volatile due to rising geopolitical risks and
the forecast of a possible faster pace of interest rate hikes in the U.S. The most important event last week was the
meeting of the American Central Bank (Fed). The January meeting has not yet seen the first rate hike. It is
practically a foregone conclusion that it will happen at the March meeting. Meanwhile Fed Chairman, Jerome
Powell, surprised investors by saying he would not rule out hikes at any future meeting this year and moves greater
than 25 bps. Currently, the markets are pricing in 5 rate hikes by the end of the year (0.25% each). As recently
as late last year, analysts were expecting 2 hikes for the entire year.
On Wednesday during the Fed meeting, US equity markets retreated more than 3 percentage points in one day from
their peak. Thanks to a very strong session on Friday, U.S. indices managed to close the week even in positive
territory. The S&P 500 index rose by 0.8%, while the NASDAQ technology index was flat (+0.1%). The Polish market,
pressured by the geopolitical situation in the region and a possible Russian attack on Ukraine, was relatively weaker
this time. The WIG20 index of major companies fell 4% on a weekly basis. Small and medium-sized companies fell
slightly less: -1.9% mWIG40 and -3.6% sWIG80, respectively.
10-year foreign government bonds, despite high volatility, ultimately ended the week basically unchanged, with
US bonds at 1.8%. On the other hand, we saw more movement in bonds with shorter maturities. The yield on 2-year
U.S. Treasuries rose 16 bps during the week to 1.2%. Flattening of the curve (decreasing difference between
the yields of bonds with long vs. short maturity) means that investors in the bond markets begin to bet on the
worsening of the macroeconomic situation. Also on the bond market, we saw a flow out from Polish assets.
The yield on 10-year treasury bonds rose by 22 bps and exceeded the level of 4% (4.04%). The risk-off shift was
visible in the corporate bond market. Credit spreads increased in the USA by over 30 bps, while in Europe by slightly
over 20 bps.
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