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Sharp fall in dollar on US inflation data

The clear standout feature on financial markets last week was the
reaction to the US October inflation data, which showed the
headline and core metrics slowing by more than expected. As a
result, there was some modest softening in peak rate hike
expectations, not just in the US, but also in the UK and to a lesser
extent in the Eurozone. Bond yields also moved lower. However,
the reaction was more pronounced on equity markets. The S&P
500 gained 5.5% on the day, helping it to a 5.9% rise on the week.

The other main notable reaction was on currency markets, where
the dollar weakened. This served to highlight the sensitivity of
currencies to data that will play a key role in determining the pace/
extent central banks will continue to raise rates. The dollar fell by
between 3-5% against the other majors.

This was reflected in EUR/USD moving up from near parity to
trade above $1.03. At the same time, GBP/USD went from trading
in and around the $1.14 mark to changing hands above $1.17. The
move in the USD/JPY was even greater, going from being up in
¥146 territory to trade below the ¥140 handle.

It is a busy week ahead for the UK. It includes labour market data
for Sept/Oct, as well as CPI inflation for October, which is forecast
to rise to a likely peak rate of 10.6%. Aside from the data, we get
the much anticipated Autumn Statement from the UK government
which is expected to outline fiscal tightening measures. There is
also the appearance of BoE Governor Bailey at the Treasury Select
Committee. Overall, there is the potential for some sterling
volatility given the packed UK schedule. In the US, the main data
highlight is retail sales for October. Meantime, it is another quiet
week for Eurozone data.

John Fahey, Senior Economist, AIB
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Day * End 2021
EUR/USD 1.0325 1.06 -9.17
EUR/GBP 0.8772 0.53 4.43
GBP/USD 1.1769 0.52 -13.01
GBP/EUR 1.1394 -0.52 -4.24
UsSD/JPY 139.39 -1.60 21.12
EUR/JPY 143.95 -0.55 9.99
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Base Rate | 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 113
uUsD 3.875 3.88 4.61 5.08 4.77 4.07
EUR 2.00 1.36 1.76 2.79 2.93 2.82 i1 w w w w w w
17-May  14-Jun 12-Jul  09-Aug  06-Sep  04-Oct  01-Nov
GBP 3.00 2.96 3.47 4.42 4.52 4.19
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Euro Sterling Dollar
EUR/GBP 0.8772 GBP/EUR 11394 USD/JPY 139.39
EUR/USD 1.0325 GBP/USD 11769 USD/CAD 1.3259
EUR/JPY 143.95 GBP/CAD 1.5605 USD/CHF 0.9461
EUR/SEK 10.7438 GBP/NZD 193 USD/CNY 7.0337
EUR/DKK 7.4386 GBP/JPY 164.05 USD/BRL 5.325
EUR/NOK 10.2536 GBP/SEK 12.2418 USD/RUB 60.45
EUR/CHF 0.977 GBP/DKK 8.476 USD/INR 81.0825
EUR/AUD 1.5427 GBP/NOK 116921
EUR/HKD 8.0957 GBP/CHF 11137 AUD/USD 0.6691
EUR/CAD 1.3692 GBP/AUD 1.7586 NZD/USD 0.6097
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