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EU Summit ahead this week

Markets were in an upbeat mood last week, despite fading hopes
of further fiscal stimulus in the US. Equity markets moved higher,
with the S&P 500 up over 3%. European bond yields moved lower,
with spreads narrowing also, as Italian bond yields reached record
lows. On forex markets, the main pairs were range bound,
although the dollar was slightly softer over the period.

In level terms, a slightly firmer tone to sterling is reflected in EUR/
GBP starting the week near the midpoint of 90-91p. Meanwhile
EUR/USD is changing hands above $1.18. Meantime, Cable (GBP/
USD) is trading just below the halfway mark of $1.30-1.31.

Turning to the week ahead, a busy calendar in the US sees the
release of retail sales figures for September. Headline sales are
expected to rise by 0.6% m/m. The Michigan measure of
consumer sentiment for October is projected to rise to 81, still a
very subdued level. It is envisaged that core CPI inflation will edge
higher to 1.8% from 1.7% also.

In the UK, the labour market report for August is forecast to show
a small uptick in the unemployment rate to 4.3% from 4.1%. The
only release of note in the Eurozone is industrial production.
Output is expected to rise by 0.4%, leaving it 6.8% below its pre-
Covid level. The EU Leaders’ Summit at the end of the week poses
some event risk for sterling, with Brexit trade-talks one of the main
items on the agenda.

A public holiday in the US today, and the lack of any top tier data
releases suggest markets may have a quiet start to the week.
However, the euro may be sensitive to a host of ECB Governing
Council members due to speak later, including President Lagarde.
Daniel Noonan, Economist, AIB
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