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Eurozone futures soften post-ECB meeting

As expected, the ECB left policy on hold yesterday. Furthermore,
the post-meeting statement and press conference provided little
no information in the way of guidance on the future path of
interest rates. The key message remained that the ECB thinks it is
too early to start discussing rate cuts, although disinflation is likely
to continue. However, markets had a dovish reaction to the
meeting, which appears to have stemmed from President
Lagarde’s refusal to explicitly rule out a rate cut in April.

Eurozone futures contracts softened in the initial aftermath of the
press conference. Current pricing indicates that the market thinks
there is a 90% chance the ECB will cut rates in April. Meantime, a
total of 140bps in rate cuts are now priced in by year end,
compared to 125bps before the meeting statement was released.

Amid the softening in Eurozone market rate expectations, German
Bund yields declined by 3-9bps along the curve. The move lower
was concentrated at the short-end. Meanwhile, the Euro Stoxx 50
flipped from red to black, registering a modest 0.4% gain. At the
same time, the euro was under some downward pressure.

Elsewhere on forex markets, the dollar was holding a firmer tone,
supported by stronger than anticipated US GDP data for Q4. GDP
rose by 3.3% annualised in the quarter, well above the consensus
of 2.0%. As trading gets underway this morning, the firmer dollar
and weaker euro sees EUR/USD open in the lower half of $1.08-
1.09. Meanwhile, EUR/GBP is down in the bottom half of 85-86p.

Today, the December release of US core-PCE inflation is set to
confirm it slowed to 3% from 3.2% in November. US personal
income and consumption data for December are also due.

Daniel Noonan, Economist, AIB
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EUR/JPY 159.88 GBP/CAD 1.7097 USD/CHF 0.868
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EUR/AUD 1.6439 GBP/NOK 13.2689

EUR/HKD 8.4545 GBP/CHF 11012 AUD/USD 0.6578
EUR/CAD 14578 GBP/AUD 1928 NZD/USD 0.6097
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