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“Risk-off” tone to start the week

There was a strong “risk-off” tone to start the week yesterday, as
investors digested news of travel restrictions both within, and from
the UK amid concerns regarding a new variant of Coronavirus. On
equity markets the FTSE was down circa 2%, while the Eurostoxx
50 lost close to 3%. Currency-wise, there was a softer tone to
sterling, although, the currency regained some ground overnight.

Talks continued in the “tunnel” yesterday, as negotiators try and
secure a deal. Fisheries appears to be the main sticking point.
However, there are reports that the sides are moving closer to a
compromise on the size of EU fishing quota in UK waters.
Although, the phasing in period of any new arrangement has also
yet to be decided. Away from the negotiations, there were calls,
for the transition period to be extended, but these were quickly
rejected by the Cabinet in London.

In level terms, EUR/GBP opens this morning in the bottom half of
the 91-92p range. Meanwhile, EUR/USD has moved back above
the $1.22 mark. Cable (GBP/USD) is operating in the bottom half of
the $1.34-1.35 band.

Already today, the final reading of Q3 GDP in the UK confirmed
that the economy rebounded strongly by 16% in the quarter. Later
this evening, the final reading of Q3 GDP in the US is expected to
confirm that the economy rebounded strongly also, by an
annualised rate of 33.1%. Meanwhile, existing home sales are
projected to have declined by 1% in November.

An otherwise quiet macro calendar suggests that the action on
currency markets may be limited, although, sterling will remain
sensitive to trade talk and Covid related newsflow.

Daniel Noonan, Economist, AIB
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Day * End 2019
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EUR/AUD 1.6185 GBP/NOK 11.633
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