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Markets await debt ceiling progress

The market action yesterday had a wait-and-see vibe to it. This
was because investors were on hold awaiting the resumption of
debt ceiling talks in Washington that ended abruptly on Friday.
Newsflow in relation to these talks was an important driver of risk
appetite and the dollar’s performance last week. Sentiment and
the dollar were boosted during the week by signs of progress.
However, news of the stoppage in the negotiations on Friday was
unhelpful to risk appetite and the greenback heading into the
weekend.

Overall, there were no major developments yesterday in relation
to the debt ceiling deadlock. The talks were described as
“productive” but no resolution has been reached, with
negotiations set to continue today. Against this backdrop, the S&P
500 finished flat for the day at the closing bell on Wall Street last
night.

Meanwhile, the moves on currency markets involving dollar pairs
were confined to tight ranges. EUR/USD was straddling the $1.08
threshold. Meantime, GBP/USD continued to operate within the
$1.24-1.25 trading band. The action in EUR/GBP was also
uneventful yesterday, with the pair remaining in a tight range just
below the 87p level for much of yesterday.

Looking ahead to today, we get a timely update on the
performance of some of the key advanced economies at the
midpoint of Q2. The flash PMIs for May from the US, Eurozone
and UK are due for release. The composite PMI’s from all three are
expected to remain in expansionary territory but print lower than
their respective April readings. Investors though will be likely more
focused on the debt ceiling negotiations.

John Fahey, Senior Economist, AIB
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