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Quiet markets

Equity markets moved higher in Europe and the US yesterday,
with the S&P 500 up close to 1%. There were renewed hopes of a
fiscal package in the US as President Trump announced that talks
had started again. However, the same sticking points remain.

Data-wise in the US, initial jobless claims remained elevated,
printing at 840k, above the consensus 820k. The downward trend
in initial claims has all but stalled over the past 5 weeks, although,
continuing claims fell sharply. The figures point towards slowing
momentum in the labour market recovery.

Elsewhere, the minutes from the ECB’s September meeting
suggest that the bank was more worried about growth and
inflation than investors initially thought. In particular, governing
council members highlighted the rate of euro appreciation as a risk
to both growth and inflation. The euro lost some ground following
the release, falling back below the midpoint of $1.17-1.18.

However, a firmer tone to EUR/USD overnight sees the pair start
the day above the midpoint of $1.17-1.18. Meanwhile, EUR/GBP is
changing hands close to the 91p mark. Cable (GBP/USD) is
operating near the halfway mark of the $1.29-1.30 range, as the
main pairs remain range bound.

Already this morning UK GDP for August has printed at 2.1% m/m,
below the consensus 4.6%. This suggests that the recovery has lost
some momentum. The introduction of new restrictions in
September are likely to further hamper the pace of growth moving
forward. An otherwise quiet macro-schedule suggests that
markets will likely remain sensitive to US stimulus and Brexit
headlines, as Michel Barnier arrives in London for further talks.
Daniel Noonan, Economist, AIB
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