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Euro firms on GDP data

There was a cautious tone to financial market sentiment yesterday.
This was reflected in the performance of equities on the day. The
Euro Stoxx 50 fell by 0.5%, while in the US, the S&P 500 was
modestly lower (0.2%). This may partly reflect weaker oil prices,
with Brent back down near $62 a barrel.

On the currency front, the euro adopted a firmer tone yesterday. It
benefitted from further strong macro data from the Eurozone
economy. German GDP grew by a stronger than expected 0.8% q/
g in Q3 (fcast 0.6%). Italian GDP also surprised to the upside
(+0.5% vs f'cast 0.4%), with the economy on course for its best
performance in seven years. Meanwhile, Eurozone Q3 GDP was
left unrevised at +0.6% g/q, with strong yearly growth of 2.5%.
Elsewhere, the dollar was out of favour on the exchanges. This
reflects, in part, on-going uncertainty in relation to US tax reforms.

In level terms, the firmer euro and softer dollar saw EUR/USD gain
over 1% on the day. The pair opens this morning just above $1.18.
EUR/GBP has moved into the upper half of the 89-90p band.
Meantime, cable (GBP/USD) is trading up around $1.317.

There will be plenty of data releases to interest markets in the day
ahead. This includes a raft of UK labour market data for Q3,
including unemployment, employment and earnings. With the
latter two metrics predicted to soften, the data may act as
somewhat of a headwind to sterling.

Dollar-wise, US retail sales are forecast to have been flat in
October, although given September’s sharp hurricane aftermath
inspired 1.6% jump, a surprise result cannot be ruled out. Thus,
there may be some two-way risk to the US currency from the data.

Dara Turnbull, Economist, AIB
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% Change
Day * End 2016

EUR/USD 1.1808 1.17 12.32
EUR/GBP 0.8964 0.74 5.24
GBP/USD 1.3171 0.42 6.77
GBP/EUR 1.1153 -0.74 -4.98
USD/JPY 112.93 -0.62 -3.37
EUR/JPY 133.36 0.54 8.30

*v Previous Day's European Open
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Euro Sterling Dollar

EUR/GBP 0.8964 GBP/EUR 11153 USD/JPY 112.93
EUR/USD 1.1808 GBP/USD 13171 USD/CAD 1.2717
EUR/JPY 133.36 GBP/CAD 16754 USD/CHF 0.9873
EUR/SEK 9.9102 GBP/NZD 19152 USD/CNY 6.6333
EUR/DKK 7.4409 GBP/JPY 148.74 USD/BRL 3.3132
EUR/NOK 9.6546 GBP/SEK 11.0497 USD/RUB 60.285
EUR/CHF 11662 GBP/DKK 8.3 USD/INR 65.3225
EUR/AUD 1.5572 GBP/NOK 10.7669

EUR/HKD 9.2142 GBP/CHF 1.3008 AUD/USD 0.758
EUR/CAD 1.5014 GBP/AUD 1737 NZD/USD 0.6875
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