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NOTE FROM THE
MANAGING DIRECTOR

Another quarter has shot by in a blur. Unfortunately, that blur has too often been streaked
by the darkness of uncertainty and upheaval. But even amid the chaos, optimism blooms.

To some, the sun is shining over Europe again. That's certainly the glass half-full interpretation
of recent events, which have seen Europe's politicians and businesses scramble to adapt

to tariffs, the threat of war and an unravelling geopolitical framework. To the pessimists,

a potentially self-perpetuating trade war represents a substantial threat to cormmerce and
growth, with the power and fluidity to dwarf great shocks like Brexit and the UK mini-budget.

We often warn of Black Swan events — the kind of sudden and complete rupture nobody
expects. But what about “Grey Swan" events, predictable and rational but not accounted for
until it's too late? Tariffs fall into this category. While it is tempting to wish these scenarios
away, the risks to your profit margins and cashflow are very real.

When it comes to making tough decisions, and when those decisions are veiled in uncertainty,
you can always rely on us for bespoke treasury solutions that help you navigate through the

darkest waters to emerge stronger on the other side.

As the old proverb goes, “When the winds of change blow, some people build walls and
others build windmills”. At Smart Currency Business, we can help you do both.

We wish you and your business a successful quarter and a happy spring.
Our team are always just a call away and look forward to making your
strategic objectives a reality, whatever the future has in store.

Alex Bennett, Managing Director, Smart Currency Business

WHERE WILL RATES BE BY JULY 20252

Rate predictions for the end of quarter two of 2025 and the possible impact on your budget.
If you were changing £1 million for USD, the predictions carry a disparity of $120,000 and for
EUR a disparity of €40,000.

CURRENCY MIN. MAX. AMOUNT MIN-MAX
PAIRING RATE RATE CHANGED VARIANCE
GBP/USD 1.20 1.32 £1 million $120,000
GBP/EUR 118 1.22 £1 million €40,000
EUR/USD 0.98 1M €1 million $130,000

Please note, these are the maximum and minimum rates forecast by major banks.
How would your profits be affected if the worse outcome did actually happen?
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HOW DID Q1 FORECASTS
FARE AGAINST REALITY?

Leading banks hedged their bets when
forecasting exchange rates last quarter,

a sensible decision given this new era of
global disruption. Our last forecast carried
predictions with a range of more than ten
cents for GBP/USD and EUR/USD and only
slightly less for GBP/EUR. This reflected the
volatile outlook for the US dollar and the
defensive outlook for Europe.

The more extreme predictions of American
dominance have so far fallen flat. Rather
than galvanise the US dollar, each set of
tariffs has bred concern that the economy
would take damage, and what was the
largest about-face in US trading policy for

at least a century has created deep anxiety.

A slowdown in several key data indicators
gave the pound and euro a lifeline, which
they duly grasped.

GBP/USD

Sterling ended January dangerously close
to the 1.21 minimum predicted in our

last forecast. By the end of March, it had
moved closer to the upper range. The slow
reappraisal of “Trump trades” helped the
pound regain its footing, as did an uptick
in domestic inflation that reduced the
chance of a fast path to lower rates.

As with so much else, the last three
months were a dance that preceded the
main event of tariffs. Sterling benefitted
from less direct exposure to American
trade ire, yet that is a story not even close
to its conclusion.

GBP/EUR

The early part of 2025 saw a couple of
notable peaks and troughs for the GBP/
EUR exchange rate. Admittedly, these
were contained to a narrow range, but the
speed of each movement contributed to a

gnawing sense of volatility between the rival
currencies.

Interest rate disparity between the European
Central Bank (ECB) and the Bank of England
continued to support the pound. For its

part, the euro has struggled to shrug off the
perception that tariffs will be damaging to
growth and stymy key industries keen to
make a comelback. All eyes are on the data to
gauge the impact of these tariffs on business
and industry.

EUR/USD

A dreadful March for the US dollar saw it
endure its worst month since 2022. The euro
advanced by over five cents over the dollar
and made a swift start to April following the
tariff backlash.

The highly anticipated “liberation day” did
more harm to the US dollar than good. EUR/
USD picked up almost 2% on the night
of 2 April for several reasons, but perhaps
the most significant was that it destroyed
the narrative these were finely tuned
policy instruments. Instead, the simplistic
calculations that made up Trump's gambit
demonstrated a desire to address trade
imbalance rather than more sophisticated,
ambitious aims.

See the calendar on pages
6-7 for the most important,
potentially market-moving
events this quarter.
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GBP/USD

Forecast for the next 12 months

Historical figures from the last 12 months
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SUMMARY

Optimism in financial markets reached
fever pitch somewhere in early February.
A flurry of executive orders from the
White House seemed to confirm that the
president was ready to ease regulations
as an opening salvo in a business-friendly
tenure. Those halcyon days are long gone.

Tariffs are a real worry to business and
consumer alike. That's because they are
almost guaranteed to be inflationary,
passing the burden of what is essentially a
tax onto the importer and creating barriers
where once there was fluidity. Global
markets recoiled at the on-again, off-again
style Trump has adopted. When nobody is
able to read the president, it becomes hard
to stay on side of his temperament.

Republicans named 2 April, the day global
tariffs took force, “Liberation Day". In truth,
it's hard to see who is being liberated. From
the American consumer to the European
business, the blunt instrument of tariffs
raises the temperature in an already
unstable world. According to research

by Aston University, blanket tariffs on all
US imports could cause a $1.4 trillion hit to
the global economy. Far more has already
been wiped off major stock indices.

POST-WAR CONSENSUS
SHATTERS

Since 1945, the balance of power in the
West has leaned toward the United States.
Western policy has shaded pro-democracy,
pro-business and sought to guide the
world towards liberalism through spheres
of economic influence (plus the odd war).

New forces have emerged to wrest these
old allies from that doctrine. America has
aligned itself with Russia, while Trump's
unusual diplomacy and broad tariffs have
prompted frantic reaction in capitals the
world over.

The extraordinary meeting between Donald
Trump and Volodymyr Zelenskyy had global
significance. Against the hallowed backdrop
of the Oval Office, an American president
broke ranks with democratic European

allies and (along with Vice President J D
Vance) orchestrated a stunning, seemingly
premeditated drive-by. For many Europeans,
this changed the equation.

BANK AND FED CHANGE
THEIR TUNE

While the ECB has been quick to cut
interest rates, the same can't be said for
the Bank of England and the Federal
Reserve. In fact, policymakers from both
those institutions conducted a subtle but
nonetheless significant pivot over the first
few months of the year.

Sticky, stubborn inflation forced a halt on
interest rate cuts at the March meetings.
Bank of England governor Andrew Bailey
has had his eye on services inflation, while
across the Atlantic Federal Reserve chairman
Jerome Powell has warned against the long-
term implications of tariffs. The burden on
central bankers will only grow as economies
seek to navigate the new terrain.

“‘On a person-to-person
basis, | think we have

a good relationship.

| liIke and respect him.
| understand what he's
trying to achieve.”

Sir Keir Starmer on Donald Trump

April - June 2025



MARKET-MOVING EVENTS
THIS QUARTER

KEY ECONOMIC EVENTS Q2 ® UK @ usa EUR
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UK ECONOMY STARMER FALLS FROM
Chancellor Rachel Reeves was forced to implement a T H E T | G H T R O p E

f£14bn “repair job"” on public finances with the spring

statement. Essentially a patchwork of spending cuts and Sir Keir Starmer has attempted to position the United

accounting tweaks, Reeves managed to balance the Kingdom as an intermediary between Europe and the US.

books for the time being, although the next few months His strategy with Trump has been equal parts flattery and

could be turbulent in the extreme. appeasement. All things considered, it had been successful,
although a rather demeaning meeting in Washington saw

If the chancellor was in the mood to celebrate her work, Starmer lay it on thick with a royal invitation from King

the Office for National Statistics (ONS) played party Charles.

pooper. The ONS slashed the UK’s growth forecast from

2% to just 1% in 2025. A slight upgrade in its assessment The 2 April tariffs showed the limits of this strategy. Despite

of future GDP projections was not sufficient to quiet all the efforts to build relationships and preserve the chance

scrutiny, particularly with tariffs predicted to shave of a trade deal, Trump still decided to impose tariffs on the

anywhere from 0.2% to 0.5% off economic growth and UK, although the 10% levy is lower than other economies

raise the risk of a recession. face and raises hopes a deal can be reached quickly.

A new tax year promises fresh pain. “Awful April”, as it Starmer isn't short of problems at home, either. The

has been dubbed in some sections of the media, brings economy hasn't been able to find any sort of momentum,

higher energy bills, council tax and marks the start of requiring Labour to cut even more fat from government

increased national insurance contributions for employers. spending to balance the books. As markets reacted to the

As tariffs start to bite, Reeves and Labour are far from out Liberation Day tariffs, the prime minister announced plans

of the woods. to protect key industries but some analysts think spending

rules will need to change again to escape punishing
consequences for businesses and the economy.

BANK OF ENGLAND

Previously cautious over inflation, the fallout from the Interest rate 4.5% Mar 25

brewing trade war is expected to change the Bank’s

strategy. Andrew Bailey has been urged to step in with Inflation rate 2.8% Feb 25

emergency measures to prop up financial markets,

although he has so far resisted this temptation. Unemployment 4.4% Jan 25
rate

Bailey recently urged authorities and officials to “come GDP growth rate 01% Q4 24

together” in the spirit of cooperation rather than trade
protectionism. Putting aside the likelihood US officials
will shrug this off (as well as the fact flower power

and free love aren't exactly Mr Bailey's brand), the

UK economy needs clear and decisive action from its
policymakers more than ever. The next few rate decisions
provide an opportunity to supply this.

8 Quarterly Forecast April = June 2025 9



EU ECONOMY

America’s loss has been Europe's gain. As stock markets
tumbled in New York, Europe has put together a ferocious
rally that has since seeped into the wider economy.
GCerman consumers have reported multi-year highs in
future expectations, according to influential studies from
the Centre for Economic Research (ZEW) and research
firm GfK.

Europe does have significant exposure to American
tariffs — that cannot be denied. The auto industry has
been a particular target of Trump's tariffs and an effective
tariff rate of 20% on all goods will be a bitter blow. Yet the
eurozone finds itself in a far happier position than a few
months ago, when the hand wringing over tariffs was at
its height.

Spending and debt reforms have sparked hopes of a more
self-assured economic collective. Europe is also hoping

to attract investors who have become disillusioned by
America's trajectory, but it must first prove it has the
economic fundamentals necessary to grow those funds.

ECB

The European Central Bank announced its sixth
guarter-point cut in under a year at its last meeting.
This aggressive action has been fuelled by two main
economic considerations: cooling inflation and weak
growth. Significant military spending financed by debt
will help the latter but could spill over into renewed
price pressures.

ECB president Christine Lagarde warned that tariffs would
have a negative impact “the world over”. The eurozone will
be hit harder than most, leaving Europe’s fragile recovery
in the hands of these technicians. Policymakers will now
be forced to nurture the economic optimism without free
and easy access to their largest trading partner.

10
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MERZ KICKSTARTS
SPENDING
REVOLUTION

The gloves are off for the German government. For several
generations, politicians and the public have shied away
from military spending, an understandable holdover from
recent history that has been added to the German lexicon:
Vergangenheitsbewaltigung — overcoming the past by
confronting it.

But the world is changing and chancellor-in-waiting
Friedrich Merz understands this. A seismic vote in the
Bundestag unlocked billions in spending to bolster defence
and revamp creaking infrastructure. Under the previous
debt brake, Germany had only been permitted to spend
paltry sums on its security. Now, it can borrow aggressively
and there is likely to be a market for that, with Germany's
debt-to-GDP ratio sitting well below the world average.

The European Union has followed this with its own spending
revolution. Taken together, these reforms represent the

first stirrings of a powerful military counterweight to Russia
and America. It is also a diplomatic step forward that allows
Europe to exclude countries like the UK, Turkey and the
United States from weapons contract — a lever it has
already pulled.

ECONOMIC
INDICATOR DATA REFERENCE

Interest rate 2.5% Mar 25

Inflation rate 2.2% Mar 25

Unemployment 6.1% Feb 25
rate

GDP growth rate 0.0% Q4 24

April - June 2025
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US ECONOMY

There is one question that matters to American markets:
how will trade tariffs impact the economy? Ordinary people
are likely to be less fussed about the politics than the
realities they face every day. If the last election taught

us anything, it is the prices on the shelf and food on the
table that will be remembered.

On that topic, America’s avian flu outbreak led to a rather
embarrassing request to Denmark —subject to sustained
sabre rattling over Greenland, remember — for additional
eggs. The Michigan University consumer sentiment
score took a battering in March, and everything from job
openings to new construction projects have slumped

as confidence drains away. Effective tariffs of over 100%
may support American industry over time but will cause
significant pain to consumers before then.

Goldman Sachs now thinks there is a 45% chance the US
will be in a recession by the end of the year. That opinion
might be overly gloomy, but it underscores just how quickly
the narrative has shifted. Just like in 1930, the rhyme of
history has made tariffs the central player at an economic
pinch point.

FEDERAL RESERVE

The president is keen for the Federal Reserve to get cutting.
Powell is intent on ensuring inflation is under control

before doing so — unlikely to be soon given the core PCE
price index climbed again in March. The curveball comes
from the risk of tariffs stunting growth. Markets now think
Powell will have to move faster to cut, raising the risks of
stagflation.

Powell will be keeping a close eye on the bond market
too, which sold off after the tariffs were announced. The
yield on long-term US treasury debt leapt up, indicating a
loss of appetite for this former safe haven asset. Anxiety is
spreading that the United States could drag the world into
an uncontrollable financial event on par with 2008 and
consign the dollar's dominance to the scrap heap.

12
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THE CHAINSAW
THROUGH
GOVERNMENT

Voters knew the second coming of Donald Trump would
be different. But did they know it would be like this?

A team made up of fewer traditional Republicans and
more MAGA stalwarts has helped the new administration
channel Silicon Valley to “move fast and break things”.
Even the president's critics will accept things have moved
fast. Several moments of embarrassment — notably the
remarkable leaks in the Signal group chat — evidence
success on the second part of this mantra.

Trump has given Elon Musk (of Tesla and X fame)
unprecedented access to sensitive data as head of the
Department of Government Efficiency (DOGE). Musk has
returned that access with a scorched earth approach that
aims to eliminate 10% of government jobs. Few public
workers have been spared the axe, from nuclear scientists
to air traffic controllers. Some have since been rehired at
significant cost to the taxpayer, and even Musk’s days in
government appear to be numbered after a botched bid
to sway the Wisconsin supreme court election.

The vaunted system of checks and balances is being
tested to its limit. Trump hasn't helped by discussing
running for his third term as president (a proposal
unambiguously prohibited by the 22" amendment to
the constitution). Division within the electorate shows
no sign of disappearing soon.

ECONOMIC
INDICATOR DATA REFERENCE

Interest rate 4.5% Mar 25

Inflation rate 2.8% Mar 25

Unemployment 4.2% Mar 25
rate

GDP growth rate 2.4% Q4 24

April - June 2025
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OUR STRATEGIST'S KEY CHART

MILITARY SPENDING AS % OF GDP
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Europe's defence spending as a share of Gross Domestic Product (GDP) has been
on a steady trend downwards since the Second World War. The so-called “peace
dividend" has allowed countries like the United Kingdom and Germany to build
large social welfare nets and invest tax capital into infrastructure and healthcare.

Now is the time to change that. In order to match Russia (and to show willing on
Trump's demands for more spending from Nato members), governments have
committed additional funding to military activities, headlined by the European
Union's massive defence splurge.
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UNLOCK GUARANTEED
HOSPITALITY TICKETS TO THE
SILVERSTONE GRAND PRIX

Smart Currency Business is rewarding
high-value referrals (over £10mn in annual
turnover) with guaranteed hospitality
tickets to July’s Silverstone F1 race.

The prize package includes:
® Complimentary, high-end food and
beverage
® An elevated view from the grandstand
® Access to | uxurious lounge areas,
plus so much more.

Smaller referrals are also welcome. All referrals
for businesses with less than £10mn in annual
turnover will be entered into a separate draw
for two hospitality tickets.

How to enter

1. Submit your referral via the form on our
website

2. When that referral completes it first trade,
you get rewarded!

3. We will be in touch to confirm all the details.

Read what last year's winner had to say about the incentive:

“Winning the tickets to the British F1

Grand Prix was an incredible experience
for our team. We not only had a fantastic
day out, but we also felt valued as clients.
The referral process was straightforward

and it was rewarding to connect SCB
with other businesses in our network.”

April = June 2025
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KEY DATES AND EVENTS

Currency fluctuations are always unpredictable, but the biggest volatility tends to
occur around significant economic and political events. We have selected three dates
across the next quarter when markets might be even more overheated than usual.

28 APRIL

Rﬂﬂ CANADIAN ELECTIONS

Markey Carney (of Bank of England fame) called a snap general election
for April soon after taking over the Liberal party from the previous prime
minister, Justin Trudeau. The central issue is of course the noisy neighbour
to the south, whose president has publicly stated his desire to acquire the
“Slst state”.

The Canadian people have not taken these threats lightly. Carney has
declared this moment Canada’s greatest challenge and dismissed its old
relationship with the US as “over”. The Conservatives have surrendered a
massive 25-point lead in the polls, thanks in large part to the proximity of
their leadership to the Trump administration. The race is neck and neck,
with the outcome set to dictate the next chapter in Canadian history.

8 MAY
A~ BANK OF ENGLAND INTEREST RATE DECISION

Markets had been pricing in another quarter-point cut to 4.25%, but there
is now a chance of a 0.5% cut or maybe even larger (a word of warning:
market forecasts are based on volatile bets and have swung wildly in the
wake of the recent tariffs).

Inflation is still well north of the target 2%. Any rate cut would come with
significant risk, a fact that doesn't escape policymakers. However, with
growth sluggish and threatened by tariffs, the case for a cut is becoming
very strong indeed.

24-25 JUNE
g} NATO SUMMIT
Nato leaders will decamp to the Netherlands in early summer, but the
mood is unlikely to be festive. Conversation will instead centre around

the viability of the alliance itself — something that would have been
unthinkable just last year.

The elephant in the room is Donald Trump, whose expansionist threats
against NATO countries begs the question of what it would do without
the US. First, there is the thorny issue of Greenland to contend with.

IN BRIEF: JAN — MAR 2025

GBP/USD RATES 2025

HIGH
January 1.26 1.21
February 1.27 122
March 1.30 1.26
Q1 Average 1.26

Over the past 12 months the highest rate for GBP/USD has been 134 while the
lowest has been 1.21.

GBP/EUR RATES 2025

HIGH
January 1.21 118
February 1.21 119
March 1.21 118
Q1 Average 1.20

Over the past 12 months the highest rate for GBP/EUR has been 1.21 while the
lowest has been 1.16.

EUR/USD RATES 2025

January 1.05 1.02

February 1.05 1.01

March 1.10 1.04
Q1 Average 1.05

Over the past 12 months the highest rate for EUR/USD has been 112 while the
lowest has been 1.01.
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MAJOR BANK CURRENCY
FORECASTS

2025 MAJOR BANK FORECASTS - GBP/USD 2025 MAJOR BANK FORECASTS - EUR/USD

INSTITUTE Q2 2025 Q3 2025 | Q4 2025 | Q1 2026 INSTITUTE Q2 2025 Q3 2025 | Q4 2025 | Q1 2026
ANZ 1.22 1.24 1.28 1.30 ANZ 1.01 1.03 1.05 1.06
BNP Paribas 1.29 1.31 1.30 1.33 BNP Paribas 1.10 1.1 112 114
CommBank* 1.20 117 1.20 1.22 CommBank* 0.98 0.96 0.99 1.02
Danske Bank 1.32 1.32 1.31 1.31 Danske Bank 1.08 1.07 1.07 1.06
JPMorgan 1.31 13 1.31 1.33 JPMorgan 1.1 112 114 116
Rabobank 1.28 1.31 1.34 1.37 Rabobank 1.06 1.08 1.11 112
Santander 1.30 1.31 1.32 1.32 Santander 1.09 110 1 112
Median 1.29 1.31 1.31 1.32 Median 1.08 1.08 1.11 1.12
Minimum 1.20 117 1.20 1.22 Minimum 0.98 0.96 0.99 1.02
Maximum 1.32 1.32 1.34 1.37 Maximum 111 112 114 116

* COMMONWEALTH BANK OF AUSTRALIA * COMMONWEALTH BANK OF AUSTRALIA

SOURCE: BLOOMBERG. WE TOOK A SELECTION OF FORECASTS AND ROUND UP TO TWO DECIMAL PLACES.
MINIMUM AND MAXIMUM COLUMNS SHOW THE EXTREMES. ACCURATE AS OF 3RD APRIL 2025.

2025 MAJOR BANK FORECASTS - GBP/EUR
INSTITUTE Q2 2025 Q3 2025 Q4 2025 Q1 2026 Q HAVE YOU HEARD ABOUT OUR PERSONAL \
ANZ 120 120 122 122 [ SOLUTIONS?
BNP Paribas 118 118 116 116 QJ Are you looking to buy a property abroad? Do you and your partner
CommBank* 1.22 122 122 122 dream of retiring in sunny Spain? Or are you simply looking to move
funds to a foreign currency on a regular basis?
Danske Bank 122 1.23 1.23 123
JPMorgan 118 176 115 115 Our team can also help with your personal 3. Protect your budget with round-
Rabobank 120 120 120 122 requirements. Register your interest with the-clock care and across hundreds
Smart Currency Exchange today for expert of currency combinations.
Santander 119 119 119 118 help in planning and executing all your
trades. Here's how it works: If you would benefit from our
1. Send an enquiry to register and open personal services, contact
Median 120 120 120 192 your private account. us now on: 020 7898 0541.
Minimum 118 116 115 115 2. Get expert advice and support from Alternatively, scan the
Maximum 122 1.23 123 1.23 tailored to your needs. QR code to get started.

* COMMONWEALTH BANK OF AUSTRALIA
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ABOUT US

We are a recognised expert in financial risk management, providing UK companies with
tailored currency exchange services. Our experts help businesses mitigate the risk of foreign
currency exposure when making international transfers and payments. This can involve
creating bespoke solutions that meet the specific circumstances of your business. We are
also passionate about working with our clients to help them understand just how important
currency risk management can be in these uncertain times, and regularly provide news,
insights, guides and white papers to educate businesses. We have been a business since
January 2005.

FURTHER INFORMATION

For further information on how Smart Currency Business can help protect your budget and
international transfers and payments, email us at info@smartcurrencybusiness.com
or give us a call on 020 7898 0500

COPYRIGHT AND DISCLAIMER

Disclaimer: The information in this report is provided solely for informational purposes and should not be regarded
as a recommendation to buy or sell. All information in this report is obtained from sources believed to be reliable
and we make no representation as to its completeness or accuracy. © Copyright 2023 Smart Currency Exchange.
All Rights Reserved. Smart is a registered trademark of Smart Currency Exchange Ltd. Smart Currency Business

is part of Smart Currency Exchange, which is authorised by the Financial Conduct Authority under the Payment
Services Regulations 2017 (FRN 504509) for the provision of payment services. Registered in England No. 5282305.
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