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Monetary policy spotlight turns to the ECB

As expected the Fed left interest rates unchanged yesterday. It
means the target range remains at 4.25-4.50%. At the post-
meeting press conference, Chair Powell struck a balanced tone.
The overarching message from Powell was that the FOMC “don’t
need to be in a hurry to adjust [the] policy stance”.

In the run-up to the Fed policy announcement the price action on
financial markets was limited. In the initial aftermath of the release
of the meeting statement, there was a somewhat hawkish
reaction, with Treasury yields and the dollar edging higher.
However, both moved off their peaks during the press conference.
Meantime, US futures contracts were little changed. Current
pricing indicates the market is of the view that the Fed will cut
rates twice this year, with a first cut pencilled-in for June.

On the currency front, the main pairs operated in very tight ranges
throughout the European session yesterday. Of the limited action
to register, the euro was holding a slightly softer tone. Overnight,
there was a slightly firmer tone to the yen. As trading gets
underway this morning, EUR/USD opens nearer to the $1.04
threshold. Meanwhile, EUR/GBP remains in the top half of the 83-
84p band. GBP/USD continues to operate around the midpoint of
the $1.24-1.25 corridor. USD/JPY is changing hands down at the
halfway mark of ¥154-155.

Today, the monetary policy spotlight will turn to the ECB. The
Governing Council is widely expected to cut interest rates by
25bps, bringing the Deposit rate down to 2.75%. Aside from the
policy announcement, the press conference with President
Lagarde will garner attention. Meanwhile, a busy data calendar
includes the first estimates of US and Eurozone GDP for Q4 2024.
Daniel Noonan, Economist, AIB
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Euro Sterling Dollar
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