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A report of strong U.S. economic growth in the first quarter did little to bolster the
dollar on Thursday, which stayed just off nine-week lows as a doggedly dovish
outlook from the Federal Reserve and bold spending plans from the White House
furthered expectations that inflation will rise.

US GDP increased at a 6.4% annualized rate in the first quarter, the
Commerce Department said, the biggest first-quarter increase in growth since
1984. Strong economic growth will typically increase the value of the dollar:
stronger growth drives more spending, which in turn drives prices higher.

As prices rise, the Fed has historically intervened by raising interest rates to prevent
inflation. But the Fed is currently committed to keeping rates low, suggesting rising
consumer prices could hamper the dollar.

The dollar can also be hurt by the government or central bank's injection of more
dollars into the system. On Wednesday, President Joe Biden's push for another $1.8
trillion in spending risked expanding the U.S. budget and trade deficits, a perennial
Achilles heel for the dollar. dollar was also hurt by Fed Chair Jerome Powell
comments on Wednesday which quashed speculation about an early tapering of asset
buying, saying employment was still far short of target. president is proposing more
than $4 trillion in new spending and tax credits, equivalent to around of 18% of
annual GDP. Put that way, the $4 trillion number is fodder for overheating fears when
the economy is already surging with the help of around $5.5 trillion in COVID-related
fiscal stimulus.

Against a basket of currencies, the dollar index rose in the New York session, last up
0.22% on the day to 90.718. Earlier in the session, the index hit its lowest level since
Feb. 26. The earlier dip in the dollar also drove the euro EUR=EBS to a nine-week
high, though the single currency has since stabilized to around $1.211.

Economic Indicators to be released.

Indicator Currency Forecast Previous Impact
Manufacturing PMI CNY 55.9 51.9 HIGH
German Prelim GDP g/q EUR -1.5% 0.3% MEDIUM

GDP m/m CAD 0.5% 0.7% MEDIUM
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and has taken reasonable care to achieve and maintain independence and objectivity in making any
recommendations.

Bonanza Portfolio Ltd operates under the regulation of SEBI Regn No.INM000012306

Disclaimer:

This research report has been published by Bonanza portfolio Ltd and is meant solely for use by the recipient and is
not for circulation. This document is for information purposes only and information / opinions / views are not
meant to serve as a professional investment guide for the readers. Reasonable care has been taken to ensure that
information given at the time believed to be fair and correct and opinions based thereupon are reasonable, due to
the nature of research it cannot be warranted or represented that it is accurate or complete and it should not be
relied upon as such. If this report is inadvertently send or has reached to any individual, same may be ignored and
brought to the attention of the sender. Preparation of this research report does not constitute a personal
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