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Sterling holds gains as UK seeks extension to Article 50

Brexit dominated the market discourse last week. This carried over
into the weekend with the UK’s House of Common’s sitting on
Saturday to vote on the amended Withdrawal Agreement (WA).
However, this did not go ahead as Parliament instead voted to
defer approval of the WA until after implementation legislation is
passed. Following this, required by the Benn Act, the PM submitted
a request to the EU to extend Article 50.

Despite the on-going Brexit uncertainty, the market has taken the
view that overall, the recent developments have reduced the risk of
a no-deal exit. This is reflected in sterling opening this morning
largely unchanged from Friday. Elsewhere, we saw the euro regain
some lost ground last week versus the dollar. It has been aided by
the more positive Brexit backdrop. At the same time, some mixed
macro data and the improvement in risk appetite have weighed
somewhat on the dollar.

In level terms, all of the above is reflected in EUR/GBP opening this
morning near 86.3p and EUR/USD continuing to edge higher
within the $1.11-1.12 band. Meanwhile, cable (GBP/USD) starts the
week changing hands above the $1.29 mark.

This week, Brexit related events are likely to remain a key source of
direction for sterling. Government sources believe it could get a
majority for the deal, either through a meaningful vote today, if
allowed, or when the Bill is put to a second reading, probably on
Tuesday. Against this backdrop, sterling may continue to
experience some volatility.

Meantime, for the euro, Thursday’s ECB meeting is the main
highlight. Although, it is expected to be largely uneventful. Data-
wise, Eurozone and US flash PMIs feature this week.

John Fahey, Senior Economist, AIB

Today's Opening FX Rates
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EUR/GBP 0.8634 GBP/EUR 11576 USD/JPY 108.5
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EUR/HKD 8.7482 GBP/CHF 1.2734 AUD/USD 0.6864
EUR/CAD 1.465 GBP/AUD 1.8814 NZD/USD 0.6396
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