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BoE meeting provides event risk for sterling

Investor sentiment was holding a positive tone yesterday. This was
evident in gains on the main equity indices on both sides of the
Atlantic. In Europe, the Euro Stoxx rose by 0.3%. Meantime, at the
closing bell last night on Wall Street, the S&P 500 was 0.7% higher.
The 'risk-on’ tone occurred amid a very sparse data diary. The US
macro calendar was blank. Meanwhile, the only highlight from the
Eurozone schedule was retail sales for June. Headline sales rose by a
less than expected 0.3% in the month (vs. f'cast for 0.4%).

Despite, the very quiet day in terms of data releases, we did get
some action on currency markets. The dollar lost ground to the other
majors, including the euro and sterling. The greenback was not
helped by a challenging 10-year US Treasury auction as well as
dovish comments from a number of Fed speakers.

In level terms, the weaker dollar stance over the past 24 hours is
reflected in EUR/USD opening this morning in the upper half of $1.16-
1.17 and GBP/USD trading above the midpoint of $1.33-1.34. At the
same time, the euro has registered some gains against sterling in the
lead up to today’'s BoE meeting. EUR/GBP starts the European
session up at 87.3p.

Looking ahead to today, the aforementioned BoE policy
announcement is in focus. This provides some event risk for sterling.
A 25bps rate cut is expected, with the market attaching around a
95% probability to this outcome. This would see the official UK
interest rate reduced to 4%. A key point of attention for market
participants is what guidance, if any, is forthcoming from the BoE
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