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Sterling modestly firmer

An eventful day at Westminster yesterday saw opposition MPs
succeed by a wide margin (27 votes) in their attempt to gain control
of the parliamentary agenda for today. Earlier in the day, following
a defection by 1 Conservative MP to the Liberal Democrats, PM
Boris Johnson also lost his majority.

Sterling moved higher against this backdrop, but given the
uncertain political environment, the extent of the gains was limited.
It remains unclear if the opposition’s bill to prevent a no-deal Brexit
will be passed into law before Parliament is prorogued.

Elsewhere on the currency front, a weak manufacturing ISM for
August in the US saw the dollar soften slightly. The index dropped
below the key 50 level for the first time since 2016.

In level terms, the firmer sterling tone sees EUR/GBP open back
below the 91p threshold, while cable (GBP/USD) is trading just
above the $1.21 level. Meanwhile, EUR/USD is changing hands in
the upper half of the $1.09-1.10 band.

Today, the focus will remain on the UK Parliament. Opposition MPs
will seek to pass their bill aimed at preventing a no-deal Brexit at
end October. Meantime, PM Johnson will attempt to call a general
election. However, such a move requires a two-thirds majority and
the opposition have indicated that they will only support such a
move after the aforementioned bill is passed. In this environment,
sterling could experience some volatility.

Data-wise, today’s UK services PMI for August will likely be
overshadowed by Brexit newsflow. Elsewhere, there is little due
out to influence the euro or the dollar, meaning the EUR/USD pair
could trade in a narrow range today.

Conor Beakey, Economist, AIB
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