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Another busy week for sterling

Sterling was the main mover on forex markets last week. The
currency rallied as it became clear that the Conservative Party was
en route to winning a sizeable majority in the UK election.
However, it handed back some of these gains as markets digested
the result and the focus shifted to the upcoming trade talks with
the EU, which are likely to be long and difficult.

Meanwhile, investor sentiment was also aided by the news that the
US and China have agreed a ‘phase-1" trade deal. Against this
backdrop, the dollar lost some ground on the week. Equities also
moved higher, but the impact was more muted in the US.

In level terms, the firmer sterling tone, combined with some dollar
weakness, sees GBP/USD open this morning up at the $1.34
threshold. At the same time, EUR/GBP is changing hands in the
lower half of the 83-84p range. Meanwhile, EUR/USD is trading
close to the midpoint of the $1.11-1.12 band.

Turning to the week ahead, a busy UK data calendar may provide a
somewhat unhelpful backdrop for sterling. Flash December PMIs
are expected to point to subdued growth, while the labour market
looks to have remained weak in the three months to October.

Despite soft UK data, the BoE will likely leave policy on hold this
week. Although, it will be of interest to see if many members of the
MPC vote for an immediate rate cut. The market expects there to
be two dovish dissenters, as in November. If there are more,
sterling could come under some downward pressure.

In both the Eurozone and the US, flash PMls for December are the
main releases. The euro may be vulnerable to a downside surprise,
though no major changes are expected in either region’s indices.
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Euro Sterling Dollar

EUR/GBP 0.8315 GBP/EUR 1.2022 USD/JPY 109.39
EUR/USD 11146 GBP/USD 1.3405 USD/CAD 1314
EUR/JPY 12194 GBP/CAD 17616 USD/CHF 0.9825
EUR/SEK 10.4364 GBP/NZD 2.0314 USD/CNY 7.0039
EUR/DKK 7.4729 GBP/JPY 146.64 USD/BRL 4.108
EUR/NOK 10.044 GBP/SEK 12.5471 USD/RUB 62.778
EUR/CHF 1.0954 GBP/DKK 8.9852 USD/INR 70.8895
EUR/AUD 16216 GBP/NOK 12.0788

EUR/HKD 8.6839 GBP/CHF 1.317 AUD/USD 0.6874
EUR/CAD 14651 GBP/AUD 1.9499 NzZD/USD 0.6595
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