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UK data boost sterling

The action on currency markets yesterday was once again focused
on sterling. The currency experienced some support following the
release of the CBI Industrial Survey for January. While the headline
reading was broadly in line with expectations, the business
optimism and investment intention sub-indices jumped higher. The
data, which would not normally attract much attention, provided
some evidence that the decline in the near-term risk of a no-deal,
hard Brexit may provide a boost to UK growth in Q1.

The data saw markets scale back further their expectations for BoE
easing. Future contracts are now pricing in a circa 55% probability
of a cut in January, down from just above 60% at yesterday’s open.
It should be noted that a full rate cut is still priced in by May.
Attention will now turn to the upcoming flash PMls for January,
due out on Friday.

In level terms, the gains for sterling see EUR/GBP open this
morning just below the midpoint of the 84-85p band. At the same
time, cable (GBP/USD) has moved above the $1.31 threshold.
Meanwhile, EUR/USD continues to change hands in the upper half
of the $1.10-1.11 range.

Turning to the day ahead, the ECB will conclude its January policy
meeting. It is widely expected that the central bank will remain on
hold, but will also continue to emphasise that it retains its easing
bias. Overall, the meeting is likely to be a non-event from a
currency market perspective.

Data-wise, there is little due out that might be of influence to the
main pairs, meaning we could be in for a quiet session. Although, it
will be interesting to see if sterling holds onto its recent gains this
week ahead of tomorrow’s flash PMls.

Conor Beakey, Economist, AIB
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EUR/GBP 0.8439 GBP/EUR 11844 USD/JPY 109.58
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EUR/NOK 9.9716 GBP/SEK 12.487 USD/RUB 61.98
EUR/CHF 10736 GBP/DKK 8.8519 USD/INR 71265
EUR/AUD 16134 GBP/NOK 11.8116
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