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UK data boosts sterling

Sterling continued to move higher yesterday. The currency
benefitted from the release of better than expected UK macro
data. The monthly GDP growth rate picked up to 0.3% (forecast
+0.1%) in July, helping to reduce concerns that the UK economy is
on the brink of a recession.

On the political front, developments in Westminster had little
impact on sterling. PM Johnson failed for a second time to get the
required support needed to call a general election. The
government also formally prorogued (suspended) the UK
Parliament until October 14th.

In level terms, the firmer sterling tone is reflected in EUR/GBP
trading back down at the midpoint of the 89-90p band. At the
same time, cable (GBP/USD) opens this morning above the $1.23
threshold. Meanwhile, EUR/USD is still changing hands in the lower
half of the $1.10-1.11 range.

Elsewhere, bond vyields continued to move higher globally
yesterday. This occurred against a backdrop of reports of a
possible increase in German fiscal expenditure, encouraging
comments from the US regarding trade tensions, and positive
Brexit developments. However, equity market impact was muted.

Today, the highlight of the schedule is the UK labour market
bulletin for the 3 months to July. Employment growth looks to have
slowed slightly in the period (f’cast 1.2%), while the jobless rate
looks to have held at 3.9%. At the same time, tight l[abour market
conditions are expected to see underlying wage inflation remain
robust at 3.8%. The data may help sterling continue to move
higher. Meanwhile, there is little out in the Eurozone or US,
meaning EUR/USD could operate in a narrow range today.

Conor Beakey, Economist, AIB
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Opening Interest Rates
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