Morning Comment

AlB Treasury Economic Research Unit

Oil prices higher

There was a much less eventful start to this week’s trading, in sharp
contrast to the previous Monday. One reason for this was the very
sparse macro diary. There was no top tier data releases published
on either side of the Atlantic. Meanwhile, the central bank speaking
circuit was also very quiet.

As a result, investor sentiment struggled for direction. There was
some volatility though on equity markets amid lighter summer
trading volumes. However, most of the main equity indices showed
minimal changes by the end of their respective trading sessions. At
the closing bell on Wall Street last night, the S&P 500 was flat on
the day. There was some action on commodity markets though,
with Brent Oil up over 3%, to above $82 per barrel on concerns
over a potential escalation in the Middle East conflict.

On the currency front, amid the very quiet macro diary, the majors
were confined to fairly narrow ranges. This has continued in
overnight Asia-Pacific trading. As a result, most of the main pairs
start this morning very similar to yesterday’s opening levels. EUR/
USD continues to trade in the lower half of $1.09-1.10. EUR/GBP
remains near to the midpoint of 85-86p. The yen though has
continued to hold a weakening tone, with USD/JPY in the upper
half of ¥147-148.

Today’s macro calendar is busier than yesterday’s. Indeed, already
this morning we have had a raft of UK labour market data for June/
Q2. The unemployment rate unexpectedly fell to 4.2% (vs. 4.5%
f'cast), from 4.4%. Sterling has firmed slightly following the release.
Later today, the US diary features PPI inflation data for July which
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