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Markets unfazed by political turbulence, for now

Somewhat surprisingly given the ongoing political turbulence in
Japan and France, there was a positive tone to investor sentiment
yesterday. In Japan, PM Isihiba announced at the weekend that he
will resign as leader of the LDP. A leadership contest to replace him
as party leader (and PM) will take place in early October. Meanwhile
in France, PM Bayrou lost a no confidence in Parliament, as
anticipated. President Macron will now have to decided to either
appoint a new prime minister or to call for parliamentary elections.

Nevertheless the market reaction was limited. Indeed, benchmark
sovereign bond yields continued to fall yesterday, finishing the day
down by 2-8bps. The spread between the French and German 10-
year yields narrowed by 2bps to 77bps. Elsewhere, the positive mood
to investor sentiment was reflected by the Euro Stoxx 50 rising by
0.8%, having declined by 0.6% last week. Meantime, the S&P 500
edged 0.2% higher. At the same time, oil prices rose by circa 0.8%,
as OPEC+ announced only a modest production increase starting in
October. Brent crude is up at $66 per barrel.

Currency-wise, the dollar was under some downward pressure amid
the firmer tone to risk appetite. The greenback lost around 0.6%
against the euro and sterling, and circa 0.8% versus the yen. In level
terms, this sees EUR/USD open this morning up in the top half of the
$1.17-1.18 range. GBP/USD is changing hands in the upper region of
$1.35-1.36. Elsewhere, USD/JPY is back below the ¥147 handle. EUR/
GBP remains in a narrow corridor, between 86.5-87p.

Turning to the day ahead, the data calendar is quiet on both sides of
the Atlantic. Indeed, the only release of any significance will be US
small business optimism for August. The US Bureau of Labour
Statistics will also publish its preliminary benchmark revisions for non
-farm payrolls for the period April 2024 - March 2025. Meanwhile,
investors will keep one eye on political developments in France.
Daniel Noonan, Economist, AIB
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Euro Sterling Dollar
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EUR/USD 1.1776 GBP/USD 1.3573 USD/CAD 1.3796
EUR/JPY 173.04 GBP/CAD 1.8726 USD/CHF 0.7917
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EUR/DKK 7.467 GBP/JPY 199.43 USD/BRL 54212
EUR/NOK 11.7605 GBP/SEK 12.6886 USD/RUB 82.75
EUR/CHF 0.9323 GBP/DKK 8.6059 USD/INR 88.0587
EUR/AUD 1.7812 GBP/NOK 13.5585
EUR/HKD 9.1698 GBP/CHF 1.0748 AUD/USD 0.6608
EUR/CAD 1.6247 GBP/AUD 2.0532 NZD/USD 0.5952
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