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Main FX pairs range bound

Yesterday, despite violence in the US on Capitol Hill, financial
markets have remained relatively calm. On the currency front, the
main pairs remain range bound. Away from the troubles in
Washington, Democrats have won both runoff races for the US
Senate in Georgia, and with it full control of Congress.

On equity markets, the Eurostoxx 50 gained 1.8%, while on Wall
Street, the S&P 500 was 0.6% higher also, boosted by hopes of
more fiscal stimulus under a Democrat controlled Senate and EU
approval of the use of the Moderna vaccine.

Data-wise yesterday, the Composite PMIs for the US, UK and the
Eurozone were all revised slightly lower for December. Inflation in
Germany and France also printed below expectations, at —0.7%
and 0% respectively. Overnight, the release of the Fed minutes
from the December policy meeting did not impact the dollar.

In level terms, EUR/USD starts the day near the $1.23 handle.
Meanwhile, EUR/GBP is operating above the midpoint of 90-91p.
GBP/USD is trading in the top half of the $1.35-1.36 range.

Turning to today, a slew of data from the Eurozone are due.
Inflation is expected to print at —0.2% in December, but may be
lower. Retail sales are forecast to have fallen by 3.4% in November
and the EC sentiment index is expected to have risen to 90 in
December from 87.6. However, this remains a subdued level.

Meanwhile, in the US, the non-manufacturing ISM is expected to
fall to 54.6 from 55.9 in December. Initial jobless claims are
projected to remain elevated at 800K. However, barring any
surprises, the releases may not impact the dollar.

Daniel Noonan, Economist, AIB
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