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Fed minutes contain no surprises

There was a muted tone to currency markets yesterday. A quiet
macro-data schedule meant there was little to provide direction to
the main pairs. We did get the minutes from the Fed’s September
meeting after the close in Europe. However, there was no notable
reaction in the dollar. The minutes reemphasised the FOMC'’s
current data dependent policy stance, but there was a recognition
of the increasing downside risks to growth.

The subdued action on currency markets sees the main pairs open
this morning broadly unchanged from 24 hours previous. EUR/USD
continues to trade in the upper half of the $1.09-1.10 band, while
EUR/GBP is close to the 90p threshold. Meantime, cable (GBP/
USD) is changing hands just above the $1.22 level.

Elsewhere on financial markets, there was a partial recovery in risk
sentiment ahead of today’s US-China trade talks. This followed
reports that the Chinese are preparing to increase purchases of US
agricultural products. The improvement in risk appetite was
reflected in equities trading higher, with the S&P 500 and Euro
Stoxx 50 both up 0.9%.

Turning to the day ahead, the UK schedule includes the latest
estimate of GDP. In the 3 months to end-August, output is
projected to have increased by just 0.1%. Given concerns that the
UK may have entered into a technical recession in Q3, sterling may
be vulnerable to a downside surprise. Meantime, the ECB’s account
of its September meeting is unlikely to be a mover for the euro.

In the US, CPI data for September are due. Lower oil prices are
expected to see headline inflation remain below 2%, while the core
rate looks to have held at a robust 2.4%. Overall though, barring a
major surprise, dollar impact could be limited.

Conor Beakey, Economist, AIB
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Day * End 2018
EUR/USD 1.0985 0.23 -4.22
EUR/GBP 0.8986 0.12 0.02
GBP/USD 1.2222 O.10 -4.19
GBP/EUR 1.1123 -0.12 -0.02
USD/JPY 107.49 0.33 -1.89
EUR/JPY 118.08 0.53 -6.07
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