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Dollar under pressure

The mood on stock markets remained mixed yesterday, as
investors continue to assess the roll out of vaccines around the
globe against the backdrop of tighter and extended lockdowns in
the West. At the closing bell on Wall Street, the S&P 500 was up
0.7%, while in Europe, the Eurostoxx 50 fell by 0.5%. Elsewhere, oil
prices rose by almost 6%, as Saudi Arabia agreed to cut supply.

In the UK, further supports totalling £4.6bn were announced for
businesses as the country entered its third national lockdown, with
the economy likely to contract again in Q1 2021. Data-wise, the US
manufacturing ISM for December rose to 60.7 from 57.5, reaching
its highest level since August 2018.

Elsewhere, early indications are that the Democrats seem likely to
win both seats in the Georgia Senate runoffs, and with them
control of the upper house. Full Democrat control of Congress is
likely to result in increased fiscal spending and higher corporation
taxes for businesses. Overnight, the yield on 10Yr US Treasuries
rose to 1%, its highest level since March, while the dollar has also
come under some downward pressure. However, neither race has
officially been called.

In level terms, EUR/USD opens this morning above the $1.23 mark.
Meanwhile, GBP/USD is operating near the midpoint of the $1.36-
1.37 range. EUR/GBP remains relatively unchanged, starting the
day at 90.3p.

Today, inflation in both Germany and France is expected to remain
subdued, at —0.6% and 0.2% respectively in December. Elsehwere,
the release of the Fed minutes from the latest monetary policy
meeting may provide some direction for the dollar.

Daniel Noonan, Economist, AIB
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