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Euro gains, despite ECB easing

The action on currency markets yesterday saw the euro experience
some volatility. This coincided with the ECB’s policy
announcements arising from their September meeting. The raft of
easing measures announced included the deposit rate being cut by
10bps to -0.50%, a restarting of QE and the ECB changing its
forward guidance to lower rates being open ended time-wise.

The euro initially weakened amid the ECB newsflow. This was
reflected in EUR/USD falling back below the $1.10 level to a low of
$1.093 and EUR/GBP trading under the 89p mark. However, these
moves proved to be short-lived and the losses were fully reversed.
The euro starts this morning holding a firmer tone compared to
yesterday’s open. In level terms, EUR/USD is up near to $1.11, while
EUR/GBP is at 89.6p

This suggests the market may be sceptical in terms of how much
more the ECB can do, despite its clear easing bias. This is also
evident in the market scaling back its rate cut expectations. It is
now pricing in 10bps of a further rate cut by mid-2020 compared
to the 20bps it had envisaged before yesterday’s meeting.

Elsewhere, on the currency front, higher than expected core
inflation in the US (2.4% vs. fcast for 2.3%) did not have any
notable impact on the dollar. Meanwhile, from a sterling viewpoint,
it was a relatively quiet day for Brexit headlines. As a result, GBP/
USD has spent most of the past 24 hours with the $1.23-1.24 range
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Looking ahead to today, the respective euro and sterling macro |32 {y
schedules are sparse. Meantime, in the US, retail sales (Aug) and |i30 \/\”\\///\
consumer confidence (Sept) will warrant attention. However, |1 \
unless the data surprise, the impact on the dollar may be limited. 126 L"\/’\'\V/_\’\
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EUR/GBP 0.8962 GBP/EUR 11154 USD/JPY 108.03
EUR/USD 1.108 GBP/USD 1.2361 USD/CAD 1.3219
EUR/JPY 119.73 GBP/CAD 16343 USD/CHF 0.9883
EUR/SEK 10.6521 GBP/NZD 19288 USD/CNY 7.0774
EUR/DKK 7.463 GBP/JPY 133.54 USD/BRL 4.0599
EUR/NOK 9.935 GBP/SEK 11.8843 USD/RUB 64.6923
EUR/CHF 1.0954 GBP/DKK 8.3243 USD/INR 70.935
EUR/AUD 16119 GBP/NOK 11.0845

EUR/HKD 8.666 GBP/CHF 1.2219 AUD/USD 0.6873
EUR/CAD 1.4648 GBP/AUD 1.7985 NzZD/USD 0.6406
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