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Euro not helped by ECB comments

Us equity markets continued to show their on-going optimism
yesterday. This was evidenced by the fact that the S&P 500 closed
up by 0.9% on the day, closing at a new all-time high above 2,800.
Likewise, the Dow Jones rose by 1.3%, moving above the 26,000
mark for the first time.

In terms of yesterday’s data/events schedule, the Bank of Canada
delivered on expectations, raising interest rates by 25bps to 1.25%.
As with other central banks which have moved to tighten policy in
recent months, the BoC was keen to emphasise that future policy
tightening would be very gradual. As a result, the Canadian dollar
saw no upward support from the policy announcement.

On currency markets, the dollar managed to adopt a modestly
firmer tone. This is despite disappointing underlying US industrial
production figures for December (manufacturing flat). Meantime,
some comments from ECB policy makers that euro strength was
“not helpful” and that policy could remain very loose “for a long
time” acted as a drag on the euro. Elsewhere, sterling has seen
some modest upward support over the last 24 hours.

In level terms, the softer euro and firmer sterling sees EUR/GBP
open this morning in the lower half of the 88-89p band. The EUR/
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% Change
Day * End 2017

EUR/USD 1.2191 -0.42 1.63
EUR/GBP 0.8824 -0.71 -0.66
GBP/USD 1.3811 0.28 2.21
GBP/EUR 1.1327 0.71 0.67
USD/JPY 111.26 0.37 -1.25
EUR/JPY 135.64 -0.06 0.34
*v Previous Day's European Open
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USD pair has edged back below the $1.22 mark. Meantime, cable
(GBP/USD) hit a new post-Brexit referendum high of $1.3847, -
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remaining up near this level as trading gets underway this morning. [o.94
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There is a very sparse calendar in the day ahead. Indeed, US [°**
housing starts (December) and the Philly Fed index (January) are -
the main releases of note. Therefore, we could see FX markets |~ N~ \ M
adopt a more subdued tone. 088 '/\,\w Uf\MVAVJN"\/’\
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Base Rate 1-Mth 3-Mth 12-Mth 2-Yr 5-Yr
UsD 1.375 1.56 174 2.21 2.27 2.46 Sterling/US Dollar Exchange Rate
EUR 0.00 -0.37 -0.33 -0.19 -0.13 0.39 140
GBP 0.50 0.50 0.52 0.77 0.86 115
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Latest Close on Day End 2017 to Date J \
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Dow Jones 26115.65 +1.25 +5.65 132 V W/ \/V\/
S&P 500 2802.56 +0.94 +4.82 130
FTSE 100 7725.43 -0.39 +0.49 \\V\fJJ
DJ Stoxx 50 3612.78 -0.25 +3.11 128
ISEQ 7051.74 -0.22 +0.19 126 ‘ ‘ ‘ ‘ ‘ ;
Nikkei 23763.37 _0.44 +4.39 21-Jul 18-Aug 15-Sep 13-Oct 10-Nov 08-Dec 05-Jan
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Euro Sterling Dollar
EUR/GBP 0.8824 GBP/EUR 11327 USD/JPY 111.26
EUR/USD 1.2191 GBP/USD 13811 USD/CAD 1.2452
EUR/JPY 135.64 GBP/CAD 1.7192 USD/CHF 0.9649
EUR/SEK 9.8103 GBP/NzZD 1.8965 USD/CNY 6.4336
EUR/DKK 7.4456 GBP/JPY 153.66 USD/BRL 3.2237
EUR/NOK 9.6048 GBP/SEK 11.1105 USD/RUB 56.77
EUR/CHF 11764 GBP/DKK 8.4342 USD/INR 63.85
EUR/AUD 1.5301 GBP/NOK 10.8824
EUR/HKD 9.5327 GBP/CHF 1.3328 AUD/USD 0.7966
EUR/CAD 1.518 GBP/AUD 1733 NZD/USD 0.728
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