Morning Comment

AIB Treasury Economic Research Unit

S

AlB

Friday 30 August 2019
07:13 am

Equities gain on China comments

There was an improvement in risk appetite yesterday. This was
prompted by comments from Chinese officials calling for a de-
escalation in trade tensions. Equities rallied as a result, with the
main indices each gaining around 1% on the day.

On currency markets, the action was more subdued, with the key
pairs trading within relatively narrow ranges. Data-wise, the
calendar was quiet, but we did get the August EC Economic
sentiment indices in the Eurozone. The headline index
unexpectedly edged higher, due to an improvement in the
industrial sector sub-index. Euro impact, however, was minimal.
Indeed, the currency is trading slightly lower this morning.

This marginal softening of the euro is reflected in EUR/USD
opening in the lower half of the $1.10-1.11 range, while EUR/GBP is
back near the midpoint of the 90-91p band. Elsewhere, cable
(GBP/USD) is below the $1.22 threshold.

Today, Brexit will remain the main source of direction for sterling.
Meanwhile, the Eurozone calendar includes the flash reading of
August HICP. With headline inflation forecast at just 1%, the release
should provide further support for an easing of monetary policy in
September. Meanwhile, the Eurozone jobless rate is expected to
have held at 7.5% in July. Overall though, euro reaction could be
limited.

In the US, inflation data are also set to feature, with the Fed’s
preferred measure, core-PCE, due. In July, inflation is projected to
have remained at just 1.6%. The same release will also likely
confirm that consumer spending was robust in the month.
However, as with the Eurozone releases, the data are unlikely to
prompt a significant move in the dollar.

Conor Beakey, Economist, AIB
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