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Sterling continues to move higher

As expected, opposition MPs successfully pushed their bill aimed at
preventing a no-deal Brexit at end October through the House of
Commons yesterday. It was also announced overnight that peers in
the Lords will abandon their attempt to filibuster the bill, meaning it
is expected the bill will receive royal assent on Monday.

Yesterday also saw opposition MPs fail to vote in favour of PM
Johnson’s motion calling for an early general election. An election,
though, is still on the cards for either October or November.

Against this backdrop, sterling has seen support over the past 24
hours. Markets have viewed events in Parliament as helping to
reduce the possibility of an no-deal Brexit in the near-term.

Meanwhile, the dollar remained on the back foot yesterday. The
currency has been trending lower since the release of a weak
manufacturing ISM for August on Tuesday. Dovish comments by
FOMC member Williams were also unhelpful for the dollar.

In level terms, the combination of a firmer sterling tone and weaker
dollar sees cable (GBP/USD) open above the $1.22 handle.
Meantime, EUR/GBP is trading down close to the 90p threshold
this morning, while EUR/USD is changing hands back above the
$1.10 level.

Today, the schedule in Westminster is quieter than in previous days
and thus sterling may not prove as reactive to UK politics. Data-
wise, the highlight is the US non-manufacturing ISM. The index is
forecast to have improved in August. However, given that the PMI
fell sharply in the same month, there is a potential for a downside
surprise. In this case we could see the dollar continue to lose
ground. Meantime, there is little to influence the euro.

Conor Beakey, Economist, AIB
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