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Sterling edging higher; Fed in focus today

Financial markets retained their overall subdued tone yesterday,
despite another busy schedule of macro data releases. This
suggests that investors were waiting on the sidelines ahead of key
events later in the week (e.g. this evening’s Fed meeting outcome
and tomorrow’s BoE meeting).

Data-wise, the first reading of Eurozone Q3 GDP surprised to the
upside, showing strong quarterly growth of 0.6% (f'cast 0.5%). The
Eurozone unemployment rate also moved below 9% unexpectedly,
falling to its lowest level since January 2009. Although, the positive
data were tempered by the fact that Eurozone HICP inflation
slowed to 1.4% in October, with core at just 1.1%. The day’s other
main release, the US Employment Costs Index for Q3, showed that
wage inflation had risen to 2.5% from 2.3%.

Although, there was no significant impact on the main currency
pairs from the data. Sterling did continue to edge higher yesterday,
though, perhaps reflecting some positioning ahead of the BoE
meeting. Cable (GBP/USD) opens this morning up near $1.33, while
EUR/GBP is changing hands around 87.5p. Meantime, the EUR/
USD pair is broadly unchanged, trading close to $1.165.

Today, the focus for markets will be on the aforementioned Fed
meeting outcome (after close in Europe). Markets do not expect
any changes to interest rates. However, the Fed’s most recent
projections point to another hike at its last meeting of the year in
December.

Thus, the meeting statement will be closely analysed for further
signs that the FOMC will hike rates next month. Assuming that the
statement indicates that such a move is still likely, then it could help
to provide some support to the dollar.

Dara Turnbull, Economist, AIB
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% Change

Day * End 2016
EUR/USD 1.1644 0.07 10.76
EUR/GBP 0.8762 -0.50 2.86
GBP/USD 1.3289 0.62 7.73
GBP/EUR 1.1409 0.50 -2.78
USD/JPY 113.87 0.65 -2.57
EUR/JPY 132.63 0.74 7.71
*v Previous Day's European Open
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Euro Sterling Dollar
EUR/GBP 0.8761 GBP/EUR 11411 USD/JPY 113.87
EUR/USD 11645 GBP/USD 1.3289 USD/CAD 1.2891
EUR/JPY 132.63 GBP/CAD 17135 USD/CHF 0.9984
EUR/SEK 9.746 GBP/NzD 19203 USD/CNY 6.616
EUR/DKK 7.4409 GBP/JPY 151.32 USD/BRL 3.2709
EUR/NOK 9.5116 GBP/SEK 111221 USD/RUB 58.15
EUR/CHF 11628 GBP/DKK 8.4904 USD/INR 64.5375
EUR/AUD 1.5172 GBP/NOK 10.8558
EUR/HKD 9.0836 GBP/CHF 1.3266 AUD/USD 0.7674
EUR/CAD 1.5015 GBP/AUD 1731 NZD/USD 0.692
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