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Sterling up at the start of busy week

Moves in the main currency pairs were confined to relatively
narrow ranges as the week got underway yesterday. This reflected
the fact that while there was a busy data calendar (incl. Eurozone
EC sentiment, German HICP and US personal consumption), most
releases were broadly in line with expectations.

Of the currency moves we did see, sterling edged slightly higher.
Cable (GBP/USD) opens this morning back above $1.32. EUR/GBP
has moved down to 88p. Meanwhile, the dollar has managed to
hold onto the bulk of its gains against the euro from last week.
EUR/USD is trading in the lower half of the $1.16-1.17 band.

In the day ahead, we get the first reading of Eurozone Q3 GDP.
Quarterly growth of 0.5% is anticipated, versus +0.7% in Q2.
However, survey indicators, like the PMlIs, suggest that an upside
surprise cannot be ruled out. Such an outcome could help to
provide some support to the euro. Eurozone unemployment is also
expected to have ticked lower in September.

In terms of the calendar for the rest of the week, Thursday’s BoE
meeting outcome is the main event. The consensus forecast is for
the Bank to hike rates from 0.25% to 0.50%. BoE policy tightening
may help to lift sterling. Markets will also be looking to the Inflation
Report and BoE Governor Carney’s press conference for guidance
on potential further rate increases over the medium-term.

Dollar-wise, non-farm payrolls are expected to bounce back
strongly in October (+314k) from September’s hurricane impacted
decline (-33k), while the unemployment rate looks set to have
remained at a 16-year low of 4.2%. This could help the dollar retain
its firmer tone. Meanwhile, the Fed also meets this week, though
no changes to policy are expected.

Dara Turnbull, Economist, AIB
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Today's Opening Rates

% Change
Day * End 2016

EUR/USD 1.1633 0.15 10.65
EUR/GBP 0.8806 -0.33 3.38
GBP/USD 1.3205 0.46 7.04
GBP/EUR 1.1352 0.33 -3.27
USD/JPY 113.12 -0.42 -3.21
EUR/JPY 131.58 -0.29 6.85

*v Previous Day's European Open
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