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Softer dollar tone

There was a busy macro calendar yesterday. Overall it was a bit of
a mixed bag in terms of results. On currency markets, the dollar
was holding a softer tone. The US macro news was generally
disappointing. Retail sales for November fell by more than was
forecast. The December manufacturing PMI printed better than
expected but the services index was lower than anticipated. Later
in the day, the dollar started to come under some downward
pressure. This coincided with the conclusion of the Fed meeting.
While the Fed left policy unchanged, it did alter its forward
guidance on asset purchases, which implies that QE will continue
for a considerable amount of time.

In the Eurozone, the flash December PMI readings were generally
ahead of expectations. However, there was no major impact on
the euro from the data. In the UK, the composite PMI missed to
the downside of expectations, as did the services index, while the
manufacturing survey was better than anticipated. On the Brexit
front, optimism surrounding the prospects for a EU-UK trade deal
helped to provide a supportive backdrop for sterling.

So as FX trading gets underway this morning, the softer dollar
tone is reflected in EUR/USD above the $1.22 mark, reaching its
highest level since April'18. GBP/USD is in the upper half of $1.35-
1.36. Elsewhere, EUR/GBP has edged back towards the 90p mark.

Looking ahead to today, sterling remains sensitive to any
developments in relation to the trade talks. There is also some
event risk for sterling from the BoE meeting, although no policy
changes are expected. Meanwhile, the Eurozone and US macro
diaries are not expected to have much directional impact on their
respective currencies.

John Fahey, Senior Economist, AIB

Today's Opening FX Rates
2% Change

Day * End 2019
EUR/USD 1.2227 0.54 9.07
EUR/GBP O.901 -0.23 6.58
GBP/USD 1.3573 0.83 2.37
GBP/EUR 1.11 0.23 -6.17
UsSD/JPY 103.2 -0.26 -4.98
EUR/JPY 126.18 0.27 3.57
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 108
uUsD 0.125 0.16 0.24 0.18 0.22 0.45
EUR 0.00 -0.57 -0.54 -0.53 -0.52 -0.45 1.07 : : : ; ; ;
GBP 0.10 0.03 0.05 0.03 0.09 0.25 19-Jun 17-Jul 14-Aug 11-Sep 09-Oct 06-Nov 04-Dec
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Euro Sterling Dollar
EUR/GBP 0.901 GBP/EUR 111 USD/JPY 103.2
EUR/USD 1.2227 GBP/USD 13573 USD/CAD 1.2707
EUR/JPY 126.18 GBP/CAD 17241 USD/CHF 0.8834
EUR/SEK 10.169 GBP/NZD 19002 USD/CNY 6.5335
EUR/DKK 7.441 GBP/JPY 140.07 USD/BRL 5.0838
EUR/NOK 10.5473 GBP/SEK 11.2843 USD/RUB 73.051
EUR/CHF 1.0801 GBP/DKK 8.2595 USD/INR 73.43
EUR/AUD 1.6057 GBP/NOK 11.7015
EUR/HKD 9.4774 GBP/CHF 11988 AUD/USD 0.7612
EUR/CAD 1.5537 GBP/AUD 17827 NzZD/USD 0.714
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