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Monetary policy spotlight turns to the Fed and BoE

As anticipated, the ECB left policy on hold last week. However,
markets had a dovish reaction to the meeting, as President Lagarde
refused to explicitly rule out a rate cut in April. Current market
pricing is now leaning heavily towards an ECB rate cut in April. In
total, 140bps of policy easing is now priced in by year end. Amid
the softening in Eurozone rates, and following strong corporate
earnings reports, the Euro Stoxx 50 gained over 4% last week.

In the US, a number of data releases provided a supportive
backdrop to risk appetite, with the S&P 500 up 1.1% on the week.
US GDP, rose by 3.3% annualised in Q4 (vs. +2.0% f’cast), while
core-PCE inflation slowed to 2.9% in December (vs. 3.0% f’cast).
Meantime, the January PMls printed above the consensus also.

Elsewhere, oil prices climbed circa 7% higher. The move coincided
with the strong US data, as well as the announcement of stimulus
packages in China. Ongoing tensions in the Middle East have also
impacted the price. Brent crude is above $83 per barrel.

Currency-wise, the euro was under some downward pressure
throughout last week. The single currency registered fresh YTD
lows against the dollar and sterling as Eurozone rates softened.
However, it recouped some of its losses heading into the weekend.
As trading gets underway this morning, EUR/USD is near the
midpoint of $1.08-1.09. EUR/GBP is in the lower half of 85-86p.

This week, both the Fed and BoE are expected to leave interest
rates unchanged. However, the respective post-meeting press
conference will be of keen interest. The US labour market report
and Eurozone flash HICP inflation (both Jan) will also be in focus.
Geo-political newsflow may also impact markets this week.

Daniel Noonan, Economist, AIB
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Today's Opening FX Rates

128

Sterling/US Dollar Exchange Rate

127

126

125

A/ W

124

“\ N

123

122

Ay

VALY

% Change

Day * End 2023
EUR/USD 1.0845 0.03 -1.73
EUR/GBP 0.8533 0.01 -1.56
GBP/USD 1.2705 O0.00 -0.19
GBP/EUR 1.1714 -0.01 1.58
UsSD/JPY 147.88 O.11 4.83
EUR/JPY 160.41 O.16 3.07

* v Previous Day's European Open
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Opening Interest Rates

Money Market Swap Rates
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr
uUsD 5.38 5.45 5.58 5.07 4.51 4.07
EUR 4.50 3.87 3.89 3.49 2.97 2.61 114 \ \ \ \ \ \
01-Aug 29-Aug 26-Sep 24-Oct 21-Nov 19-Dec 16-Jan
GBP 5.25 5.18 5.19 4.86 4.58 4.07
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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Euro Sterling Dollar

EUR/GBP 0.8533 GBP/EUR 11714 USD/JPY 147.88
EUR/USD 1.0845 GBP/USD 1.2705 USD/CAD 1.3442
EUR/JPY 160.41 GBP/CAD 17083 USD/CHF 0.8634
EUR/SEK 11.3283 GBP/NZD 2.0827 USD/CNY 7.1816
EUR/DKK 7.4544 GBP/JPY 187.88 USD/BRL 49168
EUR/NOK 11.294 GBP/SEK 13.2771 USD/RUB 89.95
EUR/CHF 0.9364 GBP/DKK 8.732 USD/INR 83.145
EUR/AUD 1.6449 GBP/NOK 13.2329

EUR/HKD 8.476 GBP/CHF 1.0972 AUD/USD 0.659
EUR/CAD 14581 GBP/AUD 19276 NZD/USD 0.6099
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