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Muted FX Market Action

There was a generally cautious tone to investor sentiment
yesterday. Despite the positive developments on Covid-19
vaccines, the near term outlook for many economies remains
challenging amid the imposition of new restrictions. At the close
on Wall Street last night, the S&P 500 was down 0.4% on the day.
On currency markets, the action was confined to tight ranges.

Sterling came into the European open yesterday with some
improved momentum following the news on Sunday that trade
talks would continue this week as well as reports of some progress
in relation to the level playing field issue. The currency has
generally managed to hold its ground over the past 24 hours.

Elsewhere on the currency front, both the Eurozone and US macro
calendars were very quiet yesterday. As a result, there was little to
provide direction to either of the respective currencies. Indeed, the
only data highlight was Eurozone industrial production for
October. The headline number was broadly in line with forecasts,
rising by 2.1% in the month.

Overall then, the main FX pairs start this morning very similar in
level terms to where they opened yesterday. The EUR/GBP pair
remains close to the 91p mark. Meantime, EUR/USD continues to
trade in a tight range near to the midpoint of the $1.21-1.22 band.
Meanwhile, cable (GBP/USD) is changing hands in early trading in
the lower half of $1.33-1.34.

Today, EU-UK trade talk news remain a key source of direction for
sterling. In terms of data, US industrial production (Nov) and the
Empire survey (Dec) are the main releases of note. However, these
are unlikely to have any impact on the dollar.

John Fahey, Senior Economist, AIB
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