Morning Comment

AIB Treasury Economic Research Unit

S

AlB

Friday 07 February 2020
07:16 am

EUR/USD moves below $1.10

A sparse macro-data schedule meant that there was little to
provide direction to currency markets yesterday. As a result, the
moves on the day were not that large. Although, it was notable
that the key $1.10 support level for EUR/USD gave way.

The currency pair fell to a four month low as the dollar adopted a
marginally firmer tone. This move followed the release of strong
weekly jobless claims figures in the US.

In level terms, the modest strengthening of the dollar sees EUR/
USD open this morning in the upper half of $1.09-1.10. Meantime,
cable (GBP/USD) is trading down below the midpoint of the $1.29-
1.30 range, while EUR/GBP continues to change hands within the
84-85p band.

Elsewhere on financial markets, the action was similarly muted. The
main equity indices, which have made strong gains over the week,
were broadly unchanged on the day. At the close last night on Wall
Street, the S&P 500 was up a modest 0.3%.

Today, the highlight is the US employment report for January.
Payrolls are projected at 160k, but a strong ADP report for the
same month and the aforementioned jobless claims figures pose
some upside risk to this forecast. Such a surprise could also see the
unemployment rate decline, though it is expected to have held at
3.5%. Despite tight labour market conditions, it is anticipated that
wage inflation will edge up only slightly to 3.0%.

From a dollar perspective, a strong report may help the currency
extend its recent gains. However, unexpectedly soft data could act
as a headwind. Meanwhile, there is little out to be of influence to
the euro or sterling today.

Conor Beakey, Economist, AIB
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