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Sterling softer following BoE comments

Sterling has struggled over the last 24 hours. While UK CPI inflation
rose to 3% in September, further above the BoE’s 2% target, some
dovish sounding comments from MPC members attracted greater
market attention.

The two newest Committee members (Tenreyro and Ramsden)
seemed to suggest that they would not support a rate hike in the
near-term due to “very, very weak” wage growth in the UK. This is
in contrast to the minutes of the BoE’s last meeting in August,
which suggested that rates could rise in the coming months.

In level terms, the softer sterling saw cable (GBP/USD) fall below
$1.32, while the EUR/GBP pair regained a footing above the 89p
level. Meantime, EUR/USD spent the day in a narrow $1.173-1.178
range.

Today, market focus will remain on sterling. Given yesterday’s
comments on UK wages, earnings data for the three months to
August will be closely analysed. However, headline wage inflation
looks set to remain subdued, at close to 2%. At the same time,
employment growth is expected to have slowed slightly, though
the unemployment rate is anticipated to have remained at just
4.3%. Overall though, the labour market data could act as a
headwind for sterling today.

Meanwhile, the EU Leaders’ Summit which kicks off this evening
(runs till Friday) may also pose some risks for the UK currency.
Markets will be looking for any updates on the next steps of the
Brexit negotiations, given some contradictory headlines on the
issue in recent weeks. There will be particular interest in any
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EUR/USD 1.1768 -0.08 11.94
EUR/GBP 0.8928 0.48 4.81
GBP/USD 1.3178 -0.57 6.83
GBP/EUR 1.1198 -0.48 -4.59
USD/JPY 112.31 0.17 -3.90
EUR/JPY 132.17 0.08 7.33
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