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Eurozone inflation sends EUR/USD back near $1.09

Investor sentiment was holding a slightly positive tone yesterday.
Encouraging inflation data, mixed labour market updates, and
remarks from a number of central bankers impacted sentiment
throughout the day. On equity markets, the Euro Stoxx 50 was a
modest 0.3% higher, while the S&P 500 gained 0.4%.

Data-wise, the flash estimate of Eurozone HICP inflation eased to
2.4% in November (vs. 2.7% f’cast). The core rate declined to 3.6%
(vs. 3.9% f'cast). Meantime, US core-PCE inflation fell to 3.5% in
October, as expected. Elsewhere on the data front, the Eurozone
unemployment rate remained at 6.5% in October, despite the
Italian jobless rate rising to 7.8% from 7.6%. At the same time, US
initial jobless claims printed broadly in-line with expectations, but
continuous claims rose to their highest level since November 2021.

Amid the lower than anticipated Eurozone inflation data, the euro
was under downward pressure. Meanwhile, the dollar was holding
a firmer tone, as comments from a number of Fed officials left the
door open to hiking rates further. Elsewhere, hawkish remarks from
BoE MPC member Greene provided some support for sterling.

As trading gets underway this morning, EUR/USD opens down
near $1.09. EUR/GBP is operating back in the lower half of 86-87p.
Elsewhere, GBP/USD is changing hands close to the midpoint of
$1.26-1.27, having traded down near the $1.26 threshold yesterday.

Later today, the main release will be the US manufacturing ISM for
November. The consensus is for a slight improvement, although,
the index is set to remain in contraction mode. Remarks from a
plethora of central bankers, including from ECB President Lagarde
and Fed Chair Powell, will also garner attention.

Daniel Noonan, Economist, AIB
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