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EUR/USD falls below $1.10

Action on currency markets in the past week has seen the dollar
move higher, aided by signs of a de-escalation in US-China
tensions. This sees GBP/USD open below the $1.22 level.
Meantime, euro weakness, exacerbated by month end positioning
on Friday, has seen EUR/USD fall through the $1.10 support level
for the first time since May 2017, where it remains this morning.

Elsewhere, market optimism of a détente in the US-China trade
war helped equity markets make good gains. The improvement in
risk appetite was reflected in both the S&P 500 and the Euro Stoxx
50 finishing the week up approximately 3%.

Meanwhile, the announcement by the UK government that it will
suspend Parliament for 5 weeks until October 14th caught
everyone by surprise. The move is seen as increasing the risk of a
no-deal Brexit at end-October. Despite this, sterling is little
changed on the week, though the aforementioned softness in the
euro sees EUR/GBP open in the lower half of the 90-91p band.

This week, political events could see sterling experience some
volatility. On Tuesday, opponents of a no-deal Brexit will launch an
attempt to force PM Boris Johnson into seeking an extension to
Article 50 before Parliament is prorogued next week.

Data-wise, the release of the US employment report for August
poses some risk to the dollar. The closely watched payrolls number
is forecast at 159k, a very slight moderation on July’s 165k gain. The
same report will also provide updated unemployment and wage
inflation figures. We also get the ISMs for August. On this side of
the Atlantic, the schedule is quiet. The August UK PMIs will warrant
attention but may be overshadowed by Brexit events. Meantime,
there is little out to influence the euro.

Conor Beakey, Economist, AIB
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