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Focus turns to Jackson Hole

The cautious mood on markets persisted yesterday. For a second
consecutive day the Euro Stoxx 50 fell by 0.2%. Meanwhile the S&P
moved 0.4% lower. On bond markets, benchmark sovereign yields
rose by 4-5bps. The move in yields coincided with a slight firming in
market rate expectations across the board. Rate expectations firmed
amid some hawkish remarks from Fed officials and solid PMI data for
August. The announcement of a formal trade deal between the EU
and US had no major impact on markets yesterday.

The flash PMis in the Eurozone, UK and US printed broadly ahead of
expectations in August. In the Eurozone, both sectors came in just
above the key 50 mark. Meanwhile, in the UK, the services PMI
jumped to 53.6 (vs. 51.8 f'cast), although the manufacturing reading
was a touch softer than anticipated. In contrast, the US
manufacturing PMI surged to 53.3 (vs. 49.5 f'cast) while the services
sector also remained comfortably in expansion mode. Meantime, Fed
officials Schmid and Bostic both noted that further data is likely
needed before the Fed will starts to lower rates.

Against this backdrop, the dollar was holding the upper hand on the
exchanges. The greenback gained around 0.4% versus the euro and
sterling, and rose by 0.7% against the yen. As trading gets underway
this morning, this sees EUR/USD open back below the $1.16 mark.
GBP/USD is down at the $1.34 handle. USD/JPY is near the midpoint
of ¥148-149. EUR/GBP continues at the halfway mark of 86-87p.

Turning to the day ahead, the focus will be on Fed Chair Powell's
speech at the Jackson Hole Economic Symposium. Investors will be
paying very close attention to his remarks for any guidance on
potential rate cuts between now and year end. Current market
pricing suggests the Fed may cut rates twice by the end of the year.
Elsewhere, today's data schedule is sparse on both sides of the
Atlantic.

Daniel Noonan, Economist, AIB
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Today's Opening FX Rates

% Change
Day * End 2024
EUR/USD 1.1593 -0.45 11.98
EUR/GBP 0.865 -0.06 4.56
GBP/USD 1.3401 -0.36 7.11
GBP/EUR 1.1559 0.06 -4.36
UsSD/JPY 148.42 0.72 -5.57
EUR/JPY 172.09 0.28 574

* v Previous Day's European Open
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Opening Interest Rates

Money Market Swap Rates
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Opening Levels

Euro Sterling Dollar
EUR/GBP 0.8649 GBP/EUR 11557 USD/JPY 148.43
EUR/USD 11593 GBP/USD 1.3399 USD/CAD 1.3912
EUR/JPY 1721 GBP/CAD 1.8642 USD/CHF 0.8094
EUR/SEK 111699 GBP/NZD 2.3074 USD/CNY 7.1819
EUR/DKK 7.4639 GBP/JPY 198.88 USD/BRL 5.4647
EUR/NOK 11.8197 GBP/SEK 12,9118 USD/RUB 80.3
EUR/CHF 0.9384 GBP/DKK 8.6262 USD/INR 87.43
EUR/AUD 1.8057 GBP/NOK 13.658
EUR/HKD 9.0585 GBP/CHF 1.0845 AUD/USD 0.6417
EUR/CAD 16128 GBP/AUD 2.087 NZD/USD 0.5804
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