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Eurozone flash HICP due today

Risk appetite remained weak yesterday as concerns regarding the
economic outlook continued to weigh heavily on sentiment. The
Euro Stoxx 50 fell by 1.7%. Across the Atlantic, the S&P 500 shed
2.1%. Meanwhile on bond markets, German Bund yields bear
steepened by 5-14bps. In the UK, Gilts rose by 2-13bps, rising the
most at the front-end, likely reflecting BoE purchases at the back-
end of the curve. US Treasury yields declined by 5-8bps.

On the currency front, the pause in the dollar rally gathered fresh
momentum yesterday. Reports suggest that the Chinese central
bank (PBOC) intervened to defend the yuan by selling dollars on
the market. The greenback shed over 1% versus the euro and
around 2.5% against sterling yesterday.

The strong rebound in sterling, which saw it gain over 1% versus
the euro also, is a further sign that the recent intervention from the
BoE is soothing some of the markets concerns - for now at least.
However, the market still expects the BoE to follow a very
aggressive rate hiking path between now and the middle of next
year, with a jumbo 125bps hike priced-in for November.

In level terms, EUR/USD opens up near the $0.98 handle.
Meantime, EUR/GBP is changing hands down in the lower half of
the 88-89p range. GBP/USD is just below the $1.11 mark, having
opened yesterday below $1.08.

Today, Eurozone flash HICP inflation is projected to rise to 9.7% in
September from 9.1%. Poor German inflation data yesterday that
saw the HICP rate rise to 10.9%, point to clear upside risks to this
forecast. In the US, inflation data in the form of core-PCE for
August is forecast to edge higher to 4.7% from 4.6%.

Daniel Noonan, Economist, AIB
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Opening Interest Rates
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