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Fed’s Powell under the spotlight

Currency markets adopted a subdued tone for much of last week.
Of the action that registered, the dollar gained approximately 1%
against both the euro and sterling. The US currency was helped by
a strong payrolls figure (+224k) on Friday, while the dovish outlook
for Eurozone / UK rates hampered the euro and sterling.

In level terms, this sees EUR/USD trading in the lower half of the
$1.12-1.13 range, while GBP/USD is changing hands below the
$1.255 mark. Meanwhile, EUR/GBP remains close to the midpoint
of the 89-90p band.

Elsewhere, lower rate expectations in the Eurozone and UK
prompted further gains in bond markets last week. In the UK, the
yield on 10-year Gilts dropped by 10bps to circa 0.7%, a near 3-
year low. Meanwhile, the announcement of Christine Lagarde as
the likely new ECB President, as well as some positive fiscal
developments in the region, lead to big moves in the Eurozone
debt market. The yield on Italian 10-year BTPs dropped by 40bps,
while Irish and German 10-year yields fell to record lows.

This week, the focus will be on the US. Ahead of the FOMC
meeting later this month, Fed Chair Powell's semi-annual
congressional testimony, as well as the release of June’s policy
meeting minutes, will attract significant attention. Markets will look
to gauge the level of support amongst FOMC members for a near-
term easing of policy. As a result, this week’s schedule poses some
two-way risk for the dollar.

On this side of the Atlantic, we get the 3-month estimate of UK
GDP growth (f'cast +0.1%), and the May reading of Eurozone
industrial output. Overall though, barring a major surprise, the data
are likely to have a limited impact on the euro and sterling.

Conor Beakey, Economist, AIB

Today's Opening Rates

% Change
Day * End 2018

EUR/USD 1.1224 -0.50 -2.14
EUR/GBP 0.8958 -0.08 -0.29
GBP/USD 1.2525 -0.44 -1.82
GBP/EUR 1.1157 0.08 0.29
USD/JPY 108.32 0.43 -1.13
EUR/JPY 121.59 -0.07 -3.28
*v Previous Day's European Open
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Short Term Long Term 08-Jan  05-Feb  O5Mar  02Apr  30-Apr  28-May  25.Jun
Base Rate 1-Mth 3-Mth 12-Mth 2-Yr 5-Yr
usb 2.375 2.37 231 2.19 186 178 Sterling/US Dollar Exchange Rate
EUR 0.00 -0.39 -0.36 -0.27 -0.40 -0.28 134
GBP 0.75 0.72 0.76 0.88 0.77 0.82 ,\ h/\\
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Dow Jones 26922.12 -0.16 +15.41 i L\/\//\,\ /‘\,\
S&P 500 2990.41 -0.18 +19.29 126 \Vj \\_
FTSE 100 7553.14 -0.66 +12.26 124
DJ Stoxx 50 3527.98 -0.46 +17.54
ISEQ 6338.46 -1.20 +15.67 122 T T T T T T
Nikkei 21513.09 107 17.49 08-Jan 05-Feb 05-Mar 02-Apr 30-Apr 28-May 25-Jun
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Euro Sterling Dollar
EUR/GBP 0.8958 GBP/EUR 11157 USD/JPY 108.32
EUR/USD 11224 GBP/USD 1.2525 USD/CAD 1.308
EUR/JPY 121.59 GBP/CAD 1.6386 USD/CHF 0.9901
EUR/SEK 10.5869 GBP/NzZD 1.8863 USD/CNY 6.8891
EUR/DKK 7.4635 GBP/JPY 135.67 USD/BRL 3.8215
EUR/NOK 9.6704 GBP/SEK 11.813 USD/RUB 63.8264
EUR/CHF 11114 GBP/DKK 8.3276 USD/INR 68.695
EUR/AUD 1.6068 GBP/NOK 10.7934
EUR/HKD 8.7494 GBP/CHF 1.2404 AUD/USD 0.6984
EUR/CAD 14682 GBP/AUD 17931 NzZD/USD 0.6638
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