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Growing expectations of BoE rate cut

On a quiet day on markets, one of the more noteworthy
developments yesterday was increased speculation that the BoE
may ease policy soon. Futures contracts are now pricing in an over
60% probability of a rate cut at the January MPC meeting.

The impetus for the move yesterday appeared to be a combination
of further dovish comments by the BoE’s Saunders (who has
previously voted for a cut) and weak inflation data. In December,
core CPI decelerated to 1.4%, from 1.7%. This represented an over
3-year low and is well below the BoE’s 2% target level.

On currency markets, sterling was largely unresponsive to the shift
in UK rate expectations. Meanwhile, both the euro and the dollar
were confined to narrow trading ranges. This was to be expected
given the quiet macro schedules in the Eurozone and US.

In level terms, the limited moves on FX markets see the main pairs
continuing to trade close to yesterday’s opening levels. EUR/USD is
at the midpoint of the $1.11-1.12 band, while EUR/GBP is operating
at the 85.5p mark. Meanwhile, cable (GBP/USD) is changing hands
in the lower half of the $1.30-1.31 range.

Turning to the day ahead, the highlight is the December retail sales
report in the US. It is expected that Cyber Monday may provide a
small boost to retail expenditure, with the headline rate forecast at
a solid 0.3%. This could provide a somewhat supportive backdrop
to the dollar.

In the Eurozone today, ECB President Lagarde is scheduled to
speak and the central bank’s account of its December meeting is
due. However, we don’t expect any fresh policy insights so euro
impact may be limited. For sterling, the diary has a barren look to it.
Conor Beakey, Economist, AIB
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Today's Opening FX Rates

2% Change

Day * End 2019
EUR/USD 1.1147 0.12 -0.56
EUR/GBP 0.8546 O.04 1.09
GBP/USD 1.3041 0.07 -1.64
GBP/EUR 1.1697 -0.04 -1.08
UsSD/JPY 109.95 0.04 1.23
EUR/JPY 122.56 O.16 0.60
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Opening Interest Rates
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Short Term Long Term 110
Base Rate | 1-Mth  3-Mth  12-Mth 2-vr 5-vr V\A‘ /"’
usD 1.625 1.67 1.84 1.95 1.62 1.63 1.08 4
EUR 0.00 -0.46 -0.39 -0.24 -0.30 -0.14 1.06 ‘ ‘ ‘ ‘ ‘ ‘
GBP 0.75 0.66 0.73 0.83 0.65 0.72 19-Jul 16-Aug 13-Sep 11-Oct 08-Nov 06-Dec 03-Jan
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Euro Sterling Dollar
EUR/GBP 0.8546 GBP/EUR 11697 USD/JPY 109.95
EUR/USD 11147 GBP/USD 1.3041 USD/CAD 1.3044
EUR/JPY 122.56 GBP/CAD 17004 USD/CHF 0.9647
EUR/SEK 10.553 GBP/NZD 1.9669 USD/CNY 6.8893
EUR/DKK 7.4726 GBP/JPY 143.39 USD/BRL 4.1753
EUR/NOK 9.8787 GBP/SEK 12.3431 USD/RUB 6151
EUR/CHF 1.0756 GBP/DKK 8.7403 USD/INR 70.895
EUR/AUD 1.6145 GBP/NOK 11.5567
EUR/HKD 8.6606 GBP/CHF 1.2579 AUD/USD 0.6902
EUR/CAD 1.4534 GBP/AUD 1.8887 NzZD/USD 0.6628
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06— 050 Brent Oil 64 076 328  -3.03
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This publication is for information purposes and is not an invitation to deal. The information is believed to be reliable but is not guaranteed. Any expressions of opinions are
subject to change without notice. This publication is not to be reproduced in whole or in part without prior permission. In the Republic of Ireland it is distributed by Allied
Irish Banks, p.l.c. In the UK it is distributed by Allied Irish Banks, p.l.c. and Allied Irish Bank (GB). In Northern Ireland it is distributed by First Trust Bank. In the United States of
America it is distributed by Allied Irish Banks, p.l.c. Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland. Allied Irish Bank (GB) and First Trust Bank are trade
marks used under licence by AIB Group (UK) p.l.c. (a wholly owned subsidiary of Allied Irish Banks, p.l.c.), incorporated in Northern Ireland. Registered Office 92 Ann Street,
Belfast BT1 3HH. Registered Number NI018800. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority. In the United States of America, Allied Irish Banks, p.l.c., New York Branch, is a branch licensed by the New York State Department of Financial
Services. Deposits and other investment products are not FDIC insured, they are not guaranteed by any bank and they may lose value. Please note that telephone calls may
be recorded in line with market practice.

AIB, 10 Molesworth Street, Dublin 2 Tel: 353-1-6600311



