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Weak PMIs drive euro lower

The euro came under some pressure yesterday following the
release of weak flash September PMls. Driven by declines in both
the manufacturing and service sector sub-indices, the composite
PMI dropped to a 6-year low of 50.4, from 51.9. The data also
suggest that Germany may have entered into a recession, with the
country’s composite index now in contraction territory.

In contrast, the release of the US flash September PMIs had little
impact on the dollar. The composite index edged up to 51.0. This
reflected a jump in the manufacturing PMI to 51, from 50.3, and a
slight improvement in the services index to 50.9, from 50.7.

Meanwhile, sterling was on the defensive yesterday. Market
participants may be becoming concerned that the deadline for a
Brexit deal is approaching, with few signs of progress.

In level terms, the day’s action sees the dollar holding the upper
hand against the euro and sterling. EUR/USD has fallen back below
the $1.10 level, while GBP/USD is in the lower half of the $1.24-1.25
band. Meantime, EUR/GBP remains close to the 88.5p mark.

Today, attention will be focussed on political developments in the
UK, with the Supreme Court expected to deliver its judgement at
10.30 on the prorogation of Parliament. Sterling could exhibit some
volatility in the aftermath of the ruling, particularly if PM Johnson’s
move is found to be unlawful.

Data-wise, the September Ifo should give further confirmation that
German economic activity remains weak. The release could see the
euro remain on the back foot. In the US, we get the September
print of the Conference Board measure of consumer confidence.
Dollar reaction, though, could be limited.

Conor Beakey, Economist, AIB
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Day * End 2018
EUR/USD 1.0985 -0.32 -4.22
EUR/GBP 0.8834 0.06 -1.67
GBP/USD 1.2433 -0.38 -2.54
GBP/EUR 1.1314 -0.06 1.70
USD/JPY 107.52 -0.18 -1.86
EUR/JPY 118.12 -0.51 -6.04
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Base Rate 1-Mth 3-Mth 12-Mth 2-Yr 5-Yr 1.08 \/
uUsD 1.875 2.02 2.11 2.03 1.65 1.52
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Euro Sterling Dollar

EUR/GBP 0.8834 GBP/EUR 11314 USD/JPY 107.52
EUR/USD 1.0985 GBP/USD 1.2433 USD/CAD 1.3261
EUR/JPY 118.12 GBP/CAD 1.649 USD/CHF 0.9904
EUR/SEK 10.6793 GBP/NZD 1.9745 USD/CNY 7.1128
EUR/DKK 7.4667 GBP/JPY 133.68 USD/BRL 4.1629
EUR/NOK 9.9337 GBP/SEK 12.0808 USD/RUB 63.826
EUR/CHF 1.0882 GBP/DKK 8.4508 USD/INR 70.83
EUR/AUD 16212 GBP/NOK 11.245

EUR/HKD 8.6105 GBP/CHF 12314 AUD/USD 0.6776
EUR/CAD 1.4568 GBP/AUD 1.8345 NzZD/USD 0.6295
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