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Fed in the market spotlight today

Yesterday’s data calendar was centred on the Eurozone. The
Eurozone Q2 GDP number printed at +0.3% q/q, matching its pace
of growth in Q1, and coming in slightly ahead of consensus (+0.2%).
Growth was driven by France at +0.3% q/q (f'cast for 0.2%) and
Spain at +0.8% qg/q (f'cast for 0.5%). Meantime, the German
economy contracted by 0.1% q/q (f'cast +0.1%), while Italy
expanded by 0.2% (in line with expectations). Overall though, the
GDP data had no material impact on the euro.

Overnight, markets have been digesting the outcome of the BoJ
meeting. As expected, the central bank hiked rates by 15bp to
0.25%. It also announced that it is halving its monthly rate of bond
purchases. The yen has gained some ground over the past 24
hours, with USD/JPY falling below ¥153. Elsewhere on the currency
front, the other main pairs start this morning very similar to
yesterday’s opening levels. EUR/USD remains in the lower half of
$1.08-1.09 and EUR/GBP continues under the midpoint of 84-85p.

Ahead today, the main data is the flash reading of Eurozone HICP
inflation for July. However, the market’s focus today is on the US
Fed meeting (concludes after European close). The strong
consensus view is for no change to rates this month. The market
though is fully pricing in a 25bps rate cut in September.

Therefore, investors will be scrutinising the meeting statement and
Chair Powell’s press conference for clear guidance that the Fed will
cut in September. However, the Fed may refrain from being too
direct as it could wait until the Jackson Hole Economic Symposium
at the end of August to give guidance on its intentions for its
September 17th/18th meeting. Therefore, today’s Fed meeting is a
potential source of volatility for the dollar.

John Fahey, Senior Economist, AIB
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Day * End 2023 1231-Feb 29-Feb 28-Mar 25—‘Apr 23-i\Aay 20-Jun 1843l
EUR/USD 1.0821 -0.03 -1.95
EUR/GBP 0.8425 0.08 -2.80 Sterling/Euro Exchange Rate
GBP/USD 1.2844 -0.10 0.90 1.20
GBP/EUR 1.1867 -0.08 2.88
UsSD/JPY 152.77 -1.08 8.30 119 "\_/\/\
EUR/JPY 165.34 -1.09 6.24 M A//

* v Previous Day's European Open

See Next Page for More Rates
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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 116
uUsD 5.38 5.46 551 4.99 4.48 4.04
EUR 4.25 3.60 3.64 3.27 2.89 2.61 115 b T b T T T T T \
GBP 5.25 5.06 5.03 471 452 4.06 01-Fe 29-Fe 28-Mar 25-Apr 23-May 20-Jun 18-Ju
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Opening Levels
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