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Dollar supported by firmer US rates

Investor sentiment was subdued yesterday, as the market moved
to price in higher interest rates for longer, most notably in the US.
Both the Euro Stoxx 50 and the S&P 500 finished flat. Meantime,
10-year bond yields rose by 5-12bps in US, UK and Eurozone.
However, the policy sensitive 2-year yields climbed by circa 15bps
in the US and UK, and a more modest 8bps in the Eurozone.

Futures contracts hardened in the US yesterday, as CPI inflation
printed above the consensus (+6.2%) in January, edging lower to
6.4% from 6.5%. The core rate inched down to 5.6% from 5.7%
also. US futures contracts firmed by circa 5-10bps, with the Fed
Funds target range now expected to peak around 5.3%. Higher
market rate expectations spilled over into the Eurozone and UK.

Amid the volatile interest rate environment, there were choppy
trading conditions on currency markets. Sterling was on the front-
foot early-on, supported by some strong labour market data.
However, after some gyrations in the immediate aftermath of the
US CPI release, the dollar gained the ascendency. Elsewhere, the
yen was on the defensive.

In level terms, EUR/USD opens this morning in the lower half of
$1.07-1.08 once again. GBP/USD is changing hands at the $1.21
handle. EUR/GBP is operating back at the midpoint of 88-89p.
USD/JPY is trading north of the ¥133 threshold.

Already this morning, UK CPI inflation fell to 10.1% in January,
10.5% ( and vs. 10.3% f’cast). Core CPI fell to 5.8% from 6.3% also.
Sterling has experienced some downward pressure in the initial
reaction to the data. Later today, US retail sales and industrial
production data for January are due.

Daniel Noonan, Economist, AIB

Today's Opening FX Rates
% Change

Day * End 2022
EUR/USD 1.0714 -0.21 O.11
EUR/GBP 0.8854 0.17 O.11
GBP/USD 1.2099 -0.37 0.02
GBP/EUR 1.1291 -0.17 -0.11
UsSD/JPY 133.25 1.04 1.63
EUR/JPY 142.8 o.84 1.78

* v Previous Day's European Open
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr \/
usD 4.625 4.59 4.87 5.35 4.92 4.06
EUR 3.00 2.40 2.65 3.49 3.48 3.08 i1 w
18-Aug 15-Sep 13-Oct 10-Nov 08—Dec OS—Jan 02-Feb
GBP 4.00 3.96 4.21 4.61 4.39 4.05
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Opening Levels 78 am

Euro Sterling Dollar
EUR/GBP 0.8854 GBP/EUR 1.1289 USD/JPY 133.27
EUR/USD 1.0713 GBP/USD 1.2098 USD/CAD 1.3375
EUR/JPY 142.8 GBP/CAD 16187 USD/CHF 0.9231
EUR/SEK 111728 GBP/NZD 1.9241 USD/CNY 6.8448
EUR/DKK 7.4519 GBP/JPY 161.23 USD/BRL 5.1923
EUR/NOK 10.9577 GBP/SEK 12.6145 USD/RUB 73.8
EUR/CHF 0.9893 GBP/DKK 8.4146 USD/INR 82.86
EUR/AUD 1.5513 GBP/NOK 12.3734
EUR/HKD 8.4094 GBP/CHF 11171 AUD/USD 0.6906
EUR/CAD 14332 GBP/AUD 1752 NzZD/USD 0.6286
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