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Fed tapers as expected, BoE ahead today

The action on currency markets remained confined to tight ranges
yesterday, ahead of the conclusion of the Fed meeting. Meantime,
on bond markets, the spread between core and periphery
Eurozone bond yields continued to narrow. The move in bond
yields coincided with remarks from President Lagarde, stating that
the ECB was “very unlikely” to raise interest rates next year.

As expected, the Fed voted to start QE tapering. Purchases will be
reduced by $15bn to $105bn per month. The statement noted that
the FOMC still believes inflation will be transitory. Chair Powell
acknowledged though, that the conditions to raise interest rates
may be met next year, although, he stated it would be dependent
on the economy. The dollar was little changed in the immediate
aftermath of the meeting, as it was in-line with expectations.

In level terms, this is reflected in EUR/USD opening this morning in
the top half of $1.15-1.16. Meanwhile, GBP/USD is changing hands
above the midpoint of $1.36-1.37. Elsewhere, EUR/GBP continues
to operate in a narrow 84.5-85p range.

Today, it is the turn of the Bank of England to announce its
monetary policy decision. The BoE has been striking a decidedly
more hawkish tone in recent weeks. The market is currently pricing
in the possibility of a 15bps rate hike.

The focus will also be on guidance regarding the potential for
more rate hikes in the months ahead. The meeting holds two way
risk for sterling. If the BoE strikes a more hawkish tone on the rates
outlook, it could lift sterling higher. However, any push back by the
BoE against current market expectations for further rate hikes next
year may weigh on the currency.

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

% Change

Day * End 2020
EUR/USD 1.1577 -0.06 -5.21
EUR/GBP 0.847 -0.34 -5.23
GBP/USD 1.3665 O.26 -0.06
GBP/EUR 1.18 0.34 5.51
UsSD/JPY 114.22 0.32 10.64
EUR/JPY 132.25 0.25 4.83

* v Previous Day's European Open
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Opening Interest Rates
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr V {
UsbD 0.125 0.08 0.15 0.29 0.70 1.28
EUR 0.00 -0.56 -0.57 -0.49 -0.33 -0.06 115 T T T T T T
GBP 0.10 0.15 0.23 0.86 121 130 07-May 04-Jun 02-Jul 30-Jul 27-Aug 24-Sep 22-Oct
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Euro Sterling Dollar
EUR/GBP 0.847 GBP/EUR 1.18 USD/JPY 114.22
EUR/USD 11577 GBP/USD 1.3665 USD/CAD 1.2389
EUR/JPY 132.25 GBP/CAD 1.6934 USD/CHF 0.9133
EUR/SEK 9.8967 GBP/NZD 19126 USD/CNY 6.3935
EUR/DKK 7.4376 GBP/JPY 156.08 USD/BRL 5.5525
EUR/NOK 9.8469 GBP/SEK 11.6793 USD/RUB 71.7389
EUR/CHF 1.0575 GBP/DKK 8.7771 USD/INR 74.38
EUR/AUD 1.5564 GBP/NOK 11.6166
EUR/HKD 9.0092 GBP/CHF 1.248 AUD/USD 0.7438
EUR/CAD 1.4347 GBP/AUD 1.8372 NZD/USD 0.7142
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