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EUR/USD starts the week just above $1.03

A plethora of significant macroeconomic developments influenced
financial markets last week. Most notably, the US decision to place
tariffs on China, Canada and Mexico, and the subsequent delay to
implement the tariffs on the latter pair, jolted markets at the start
of the week. Risk appetite soured sharply on the original tariff
decision, but recovered after the announcement of the delay, and
following a muted retaliatory response from China.

Elsewhere, the BoE cut rates by 25bps, in-line with expectations.
However, there was a dovish tilt in the voting split, with two
officials in favour of a 50bps cut (the other 7 all voted for 25bps).
Although the MPC retains an easing bias, the overarching
message is that the BoE will proceed carefully when setting policy,
as the outlook is somewhat unclear given high levels of economic
uncertainty. Meantime, the US labour market report for January
was mixed, with payrolls printing below the consensus, while the
unemployment rate fell and earnings growth accelerated.

Against this backdrop, there were significant gyrations on forex
markets. EUR/USD traded in a wide $1.014-1.044 range, while
GBP/USD operated between $1.225-1.255. At the same time, the
action in EUR/GBP was contained between 82.4-83.8p. As trading
gets underway this morning, EUR/USD is in the lower half of $1.03
-1.04, GBP/USD is just above $1.24 and EUR/GBP is in the bottom
half of the 83-84p corridor. USD/JPY is below ¥152.

This week, a busy US data calendar includes updates on inflation,
retail sales and industrial production for January. Chair Powell’s
testimony to Congress will also garner attention. Meantime in the
UK, the first reading of Q4 GDP will be the highlight. Markets will
also be digesting the latest weekend US tariff announcements.
Daniel Noonan, Economist, AIB
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% Change
Day * End 2024
EUR/USD 1.0315 -0.58 -0.37
EUR/GBP 0.8312 -0.44 0.47
GBP/USD 1.2404 -0.12 -0.86
GBP/EUR 1.2023 0.45 -0.47
USD/JPY 151.81 0.06 -3.42
EUR/JPY 156.61 -0.51 -3.77

* v Previous Day's European Open

See Next Page for More Rates
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