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Not all 50bps rate hikes are the same

Yesterday, the monetary policy spotlight shifted to the BOE and
the ECB. As expected, the BoE raised Bank rate by 50bps, to 3.5%.
However, the MPC was split, with six members voting for the
50bps increase, one for 75bps and two members in favour of no
change. The market interpreted the decision as being less hawkish,
with future contracts edging circa Sbps lower, while sterling fell by
around 0.3% in the immediate aftermath of the announcement.

Similarly, the ECB opted for a 50bps rate hike, as anticipated, with
the Deposit rate rising to 2.0%. However, at the press conference
President Lagarde struck a very hawkish tone. She noted that the
terminal rate priced in by markets (near 2.85% at the time) was too
low, while also indicating that the ECB will continue to raise rates
at a “steady pace”, implying that further 50bps rate hikes could be
on the cards. The market reaction saw futures contracts harden by
circa 25bps, with the peak now seen as being above 3% next year.
Meanwhile EUR/USD briefly traded above $1.07.

Overall though, the euro was unable to maintain its momentum
versus the dollar, as risk appetite soured. The Euro Stoxx 50 shed
3.5% yesterday, while the S&P500 lost 2.5%. Amid the “risk-off”
backdrop, EUR/USD finished the day back below the midpoint of
$1.06-1.07. Meanwhile, sterling was on the defensive following the
dovish reaction to the BoE rate hike, and the subsequent weaker
tone to risk appetite. The currency lost over 1.5% against the euro
and the dollar. EUR/GBP moved above the 87p handle, while
GBP/USD edged down below the $1.22 threshold.

Today the main release will be the flash PMIs for December in the
US, Eurozone and UK. All the indices are forecast to be little
changed from November, remaining below the key 50 level.
Daniel Noonan, Economist, AIB

Today's Opening FX Rates

% Change

Day * End 2021
EUR/USD 1.0639 -0.17 -6.41
EUR/GBP 0.8737 1.60 4.01
GBP/USD 1.2174 -1.77 -10.02
GBP/EUR 1.1439 -1.58 -3.86
UsD/JPY 137.32 1.28 19.33
EUR/JPY 1l46.11 1.10 11.65

* v Previous Day's European Open
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Opening Interest Rates

Money Market Swap Rates
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Base Rate | 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 113
uUsD 4.375 4.33 4.74 5.05 4.56 3.71
EUR 2.00 1.70 2.08 3.05 3.13 2.89 i1 w w w w w w
GBP 350 349 379 4.53 4.46 4.01 20-Jun 18-Jul 15-Aug 12-Sep 10-Oct 07-Nov 05-Dec
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Opening Levels 0744 am

Euro Sterling Dollar

EUR/GBP 0.8737 GBP/EUR 11439 USD/JPY 137.32
EUR/USD 1.0639 GBP/USD 12174 USD/CAD 13637
EUR/JPY 146.11 GBP/CAD 1.6602 USD/CHF 0.9281
EUR/SEK 11.0064 GBP/NZD 19154 USD/CNY 6.9748
EUR/DKK 7.4381 GBP/JPY 167.17 USD/BRL 5.313
EUR/NOK 10.5048 GBP/SEK 12.5946 USD/RUB 64.275
EUR/CHF 0.9876 GBP/DKK 8.5094 USD/INR 82.84
EUR/AUD 1.5887 GBP/NOK 12.0215

EUR/HKD 8.2743 GBP/CHF 11301 AUD/USD 0.6697
EUR/CAD 1451 GBP/AUD 1.8178 NzZD/USD 0.6355

Dollar/Yen Exchange Rate Euro/Yen Exchange Rate Debt Markets
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15 050 Brent Oil 8121 -1.80 -9.55 +4.41
” 00 West Texas Oil 75.89 -1.62 -7.10 +0.74
1Mth 3Mth 6Mth 1Yr 2Yr 3yr 4Yr Syr 6Yr 7yr 8Yr 9Yr 10Yr 15-Jun 15-Jul 15-Aug 15-Sep 15-Oct 15-Nov 15-Dec
— Latest Close 4 Weeks Ago —lIrish 10 Year —German 10 Year Gold $ 1776.7 169 +0.90 .83

This publication is for information purposes and is not an invitation to deal. The information is believed to be reliable but is not guaranteed. Any expressions of opinions are
subject to change without notice. This publication is not to be reproduced in whole or in part without prior permission. In the Republic of Ireland it is distributed by Allied
Irish Banks, p.l.c. In the UK it is distributed by Allied Irish Banks, p.l.c. and Allied Irish Bank (GB). In Northern Ireland it is distributed by Allied Irish Bank (NI). In the United
States of America it is distributed by Allied Irish Banks, p.l.c. Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland. Allied Irish Bank (GB) and AIB (NI) are trade
marks used under licence by AIB Group (UK) p.l.c. (@ wholly owned subsidiary of Allied Irish Banks, p.l.c.), incorporated in Northern Ireland. Registered Office 92 Ann Street,
Belfast BT1 3HH. Registered Number NI018800. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority. In the United States of America, Allied Irish Banks, p.l.c., New York Branch, is a branch licensed by the New York State Department of Financial
Services. Deposits and other investment products are not FDIC insured, they are not guaranteed by any bank and they may lose value. Please note that telephone calls may
be recorded in line with market practice.

AIB, 10 Molesworth Street, Dublin 2 Tel: 353-1-6600311



