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Will US payrolls add to the dollars pain?

There was a severe risk-off tone on markets yesterday, as investors
continued to digest the announcement of sweeping US tariffs.
Equity markets plunged, sovereign yields fell, rate expectations
softened markedly, and the price of oil declined. At the same time,
the dollar was under significant pressure, and traditional safe-
havens, such as the yen and Swiss franc strengthened.

Overall, the Euro Stoxx 50 shed 3.6% yesterday, while on Wall
Street, the S&P 500 finished the day down by 4.8%. In terms of
fixed income, German Bund yields fell by 5-12bps yesterday.
Meanwhile, US Treasury and UK Gilt yields declined by 3-15bps,
led lower by the short-end of the curve. The move lower at the
front-end coincided with the aforementioned softening in market
rate expectations. Pricing now suggests that the BoE may cut rates
up to 3 times before year-end, with the Fed easing policy by up to
four times over the same period. Furthermore, Brent crude oil
prices dropped to circa $70 per barrel.

Currency-wise, amid volatile trading conditions, the euro and
sterling registered new year-to-date highs versus the dollar, at
$1.1144 and $1.3207, respectively. However, the greenback
recouped some of its losses overnight. This is reflected by EUR/
USD opening this morning at the midpoint of $1.10-1.11. GBP/USD
is at the halfway mark of $1.30-1.31. Meantime, EUR/GBP is
operating in the top half of 84-85p, amid the more significant
softening in UK interest rate futures compared to Eurozone rates.

Today, markets will remain highly reactive to any retaliatory
measures to US tariffs. In terms of the key data releases, the US
labour market report for March is due. The consensus is payrolls to
rise by 135k. Remarks from Fed Chair Powell will also be in focus.
Daniel Noonan, Economist, AIB
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Opening Levels
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