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Sterling’s momentum stalls

There was a positive tone to risk appetite yesterday. In Europe, the
Euro Stoxx 50 was up 0.6%. Meanwhile, on Wall Street last night,
the S&P 500 was 1.1% higher on the day. On bond markets, the
policy sensitive 2-year UK Gilt yield rose by around 15bps as UK
rate hike expectations hardened somewhat. The BoE confirmed
that it will proceed with plans to start QT early next month.

Data-wise, the main releases were from the US. It was a mixed bag
in terms of results. Homebuilder sentiment fell by more than
expected in September to its lowest level since May 2020,
providing further evidence of the downturn taking hold in the US
housing market. Meanwhile, US industrial production for
September printed ahead of expectations. Headline production
rose by 0.4% in the month (f'cast for 0.1%). The upside surprise
was due to a stronger than anticipated performance from the
manufacturing sector. The US data had limited impact on the
dollar.

Overall, from a currency perspective, the main pairs were confined
to relatively tight ranges. Of the action to register, the recent
improvement in sterling stalled and the currency gave up some
ground to both the dollar and the euro. The GBP/USD rate was
unable to hold above the $1.13 threshold. Meanwhile, EUR/GBP
traded back up to the 87p mark. Elsewhere, the EUR/USD pair
edged down into the lower half of $0.98-0.99.

Today’s macro schedule has already seen UK CPI inflation for
September released earlier this morning. Headline inflation rose to
10.1%, from 9.9% and slightly ahead of the consensus forecast for
10%. The other main data highlight today is US housing starts for
September.

John Fahey, Senior Economist, AIB
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Day * End 2021
EUR/USD 0.9833 -0.23 -13.50
EUR/GBP 0.8706 O.61 3.64
GBP/USD 1.1292 -0.84 -16.53
GBP/EUR 1.1479 -0.61 -3.51
UsSD/JPY 149.36 0.39 29.79
EUR/JPY 146.89 O.16 12.24
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Opening Interest Rates

Money Market Swap Rates
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Euro Sterling Dollar
EUR/GBP 0.8706 GBP/EUR 11479 USD/JPY 149.36
EUR/USD 0.9833 GBP/USD 11292 USD/CAD 13763
EUR/JPY 146.89 GBP/CAD 15541 USD/CHF 0.9969
EUR/SEK 10.9334 GBP/NZD 19883 USD/CNY 7.2236
EUR/DKK 7.4395 GBP/JPY 168.66 USD/BRL 5.2408
EUR/NOK 10.4087 GBP/SEK 12.5534 USD/RUB 61.8
EUR/CHF 0.9802 GBP/DKK 8.5425 USD/INR 82.364
EUR/AUD 1.5616 GBP/NOK 11.949
EUR/HKD 7.7181 GBP/CHF 11255 AUD/USD 0.6297
EUR/CAD 1.3534 GBP/AUD 17932 NzZD/USD 0.5678
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