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Sterling gains amid Conservative victory

The main interest for currency markets over the past 24 hours has
been centred on the UK general election. While votes are still being
counted this morning, the clear picture to emerge is that the
Conservative Party has won an overall majority. The size of their
majority is projected to be between 78-82.

From a currency viewpoint, the overnight election newsflow has
provided strong support to sterling. The currency has gained over
15% on the exchanges. This is because a Conservative majority
should allow for the approval of the Withdrawal Agreement (WA)
through the UK parliament. This in turn reduces near term Brexit
related uncertainty and associated risks.

In level terms, the gains for sterling are reflected in EUR/GBP
changing hands this morning just below the 83p mark. The pair
had not traded below this level since the Brexit referendum
(June’l6). Meanwhile, GBP/USD is operating in the upper half of
$1.34-1.35. Elsewhere on the currency front, the euro has also seen
some benefit from the apparent reduction in near term Brexit
uncertainty. The EUR/USD pair has edged higher, trading in the
upper half of the $1.11-1.12 trading band.

Ahead today, the market will continue to digest the UK election
outcome. It is important to note though, in the context of the
outlook for sterling, that the recent gains for the currency may
prove to be short lived. If as expected the WA gets through
parliament, attention will soon turn to the UK/EU trade talks. These
talks will determine the long term consequences of Brexit. The
discussions could prove very difficult, with the risk of ‘hard’ Brexit
(e.g. fall back to WTO rules) still possible. Such a scenario would be
very negative for sterling. Amidst this uncertainty, significant
downward pressure could re-emerge on sterling next year.

John Fahey, Senior Economist, AIB
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Today's Opening FX Rates

% Change

Day * End 2018
EUR/USD 1.1168 0.26 2.62
EUR/GBP 0.8289 -1.67 -7.74
GBP/USD 1.3472 1.99 5.60
GBP/EUR 1.2062 1.70 8.38
USD/JPY 109.58 0.91 0.02
EUR/JPY 122.37 1.16 -2.66

v Previous Day's European Open
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Short Term Long Term 110
Base Rate 1-Mth 3-Mth 12-Mth 2-Yr 5-Yr V\ /"J
usD 1.625 1.74 1.89 1.93 171 172 108 %
EUR 0.00 -0.46 -0.39 -0.27 -0.31 -0.17 106 : : : ; ; ;
GBP 0.75 0.70 0.78 0.95 0.82 0.91 17-Jun 15-Jul 12-Aug 09-Sep 07-Oct 04-Nov 02-Dec
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Euro Sterling Dollar
EUR/GBP 0.8289 GBP/EUR 1.2062 USD/JPY 109.58
EUR/USD 11168 GBP/USD 1.3472 USD/CAD 13166
EUR/JPY 122.37 GBP/CAD 17737 USD/CHF 0.9854
EUR/SEK 10.4396 GBP/NZD 2.0335 USD/CNY 6.9774
EUR/DKK 7.4726 GBP/JPY 147.63 USD/BRL 4.0905
EUR/NOK 10.0955 GBP/SEK 12.5913 USD/RUB 62.6663
EUR/CHF 11009 GBP/DKK 9.0126 USD/INR 70.713
EUR/AUD 16131 GBP/NOK 12.1768
EUR/HKD 8.7114 GBP/CHF 1.3279 AUD/USD 0.6922
EUR/CAD 1.4703 GBP/AUD 1.9458 NzZD/USD 0.6622
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