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Yen starts the week on the defensive

Markets took little notice of the government shutdown in the US last
week. Indeed, despite the shutdown, equity markets moved higher
on both sides of the Atlantic. European shares outperformed, with
the Euro Stoxx 50 rising by 2.7%, while the S&P gained 1.5%.
Elsewhere, oil prices declined by circa 7%, with brent crude falling
back below $65 per barrel.

On bond markets, yields fell by 1-7bps along the curve in the
Eurozone, US and UK, albeit the structure of the moves differed.
German Bund yields declined by 1-7bps, led lower by the back-end of
the curve. In contrast, short-dated US Treasury yields fell by 7bps,
while long-dated yields edged 3bps lower. Meantime, the UK Gilt
yield curve shifted down by 4-6bps.

Currency-wise, the main FX pairs operated in very tight ranges
throughout the week. Of the limited moves to note, the euro edged
slightly lower. Meanwhile, the yen has weakened during Asia-Pacific
trading at the start of this week, on the back of Sanae Takaichi being
elected the new leader of the ruling LDP party. Takaichi is now
expected to take over as prime minister from her predecessor Ishiba.

As trading gets underway this morning in Europe, this sees USD/JPY
open in ¥150 territory. Elsewhere, EUR/USD remains just above the
$1.17 handle. GBP/USD is operating in the bottom half of $1.34-1.35.
Meantime, EUR/GBP continues to change hands in the lower end of
the 87-88p corridor.

Turning to the week ahead, the ongoing US government shutdown
means that the calendar is without official US data releases once
again. However, if an agreement is reached, already delayed data
(such as the payrolls report) may be released. The calendar is also
quiet in Europe. On the monetary policy front, both the ECB and Fed
meeting minutes from September will warrant attention.

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

% Change
Day * End 2024
EUR/USD 1.1703 -0.11 13.04
EUR/GBP 0.8713 -0.08 532
GBP/USD 1.3428 -0.04 7.33
GBP/EUR 1.147 0.08 -5.05
USD/JPY 150.33 1.77 -4.36
EUR/JPY 175.96 1.65 8.12

* v Previous Day's European Open
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See Next Page for More Rates

Opening Interest Rates

Money Market Swap Rates
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