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US labour market report due this week

There was a mixed mood on markets at the start of 2025. The S&P
500 gained 1.0% over the first two trading days of the year. In
contrast, the Euro Stoxx 50 declined by 0.5% during the same
period. On bond markets, yields moved higher across the board at
the start of the year. Most notably, Eurozone sovereign yields rose
sharply by 6-8bps last Friday. In contrast, US Treasury and UK Gilt
yields were little changed.

Eurozone yields moved higher amid a modest firming in futures
contracts. Market pricing is now consistent with circa 100bps of
rate cuts in the Eurozone this year, down from 115bps previously.
Elsewhere, US futures contracts also hardened marginally. The
market now expects around 40bps of easing is the US in 2025,
compared to circa 45bps last week.

Currency-wise, the dollar started the week firmly in the
ascendancy. This saw EUR/USD register a two-year low of $1.0226
last week, while GBP/USD also fell to the midpoint of $1.23-1.24.
However, the dollar handed back some of its gains on Friday. At
the same time, the more pronounced firming in Eurozone rate
expectations provided a supportive backdrop for the euro.

In level terms, EUR/USD opens this morning up above the $1.03
threshold. GBP/USD is operating up near the midpoint of the $1.24
-1.25 range. EUR/GBP is changing hands in the top half of the 82-
83p corridor.
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Turning to the week ahead, the main release of note will be the US 132 A 1
labour market report for December. The latest Fed FOMC meeting |13 /.’ \’\/\w-/v L‘,\_‘\A
minutes from will also garner attention. Meantime, in the |13 M 7 WV\
Eurozone, the flash reading of HICP inflation for December is due. i;: [~ ) A
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