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EUR/GBP remains above the 87p mark

There was a positive tone to investor sentiment yesterday, as US
investors returned following a long weekend. The Euro Stoxx 50
gained 0.7% on the day. Meantime, on Wall Street, the S&P 500
rebounded late on to register a slight 0.1% increase. Elsewhere, oil
prices declined by over 1%, amid signs of progress between the US &
Iran in the ongoing nuclear talks. Brent crude is currently back below
$68 per barrel.

Data-wise, the calendar was somewhat sparse following the early
morning release of UK labour market update. Of the other limited
releases to note, the German ZEW fell to 58.3 in February (vs. 65.0
f'cast), while the US Empire State index declined to 7.1 (vs. 6.98
f'cast). However, neither data point had any discernible impact on
the euro or the dollar.

On the currency front, sterling remained on the defensive in the
aftermath of the aforementioned UK labour market data. At the same
time, the dollar was holding a modestly firmer tone, albeit the
greenback handed back most of its gains overnight. Elsewhere, the
yen was under some modest downward pressure. In level terms,
EUR/GBP opens this morning above the 87p mark. GBP/USD is
changing hands near the midpoint of the $1.35-1.36 range. EUR/USD
remains in the lower half of $1.18-1.19. USD/JPY is in upper region of
the ¥153-154 corridor.

Already this morning, UK CPI inflation for January has been released.
The headline rate declined to 3.1% (vs. 3.0% f'cast), while the core
rate fell to 3.0%, as expected. However, the release has not affected
sterling in early trading. The remainder of today’s macro calendar is
US centric. Industrial production (Jan), as well as housing starts (Dec)
are due. On the monetary policy front, the minutes from the Fed
meeting in January will warrant close attention. Reports that ECB
President Lagarde may step down early will also be in focus.

Daniel Noonan, Economist, AIB
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