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Firmer tone to the dollar

In-line with market expectations, the BoE left monetary policy on
hold yesterday. The Bank rate remains at 4.50%. However, the
MPC was once again split on the decision. Eight members voted in
favour of leaving rates on hold, while one (Dhingra) was in favour
of cutting rates by 25bps. Meantime, the meeting statement
provided little in the way of guidance on the policy outlook, amid
signs of sticky inflation in the UK and high levels of uncertainty.

Unsurprisingly then, the market reaction to the BoE policy decision
was muted. Futures contracts remain consistent with two rate cuts
from the BoE this year, starting in June. Meantime, UK Gilt yields
moved circa 2-4bps higher.

Elsewhere, there was a risk-off tone to investor sentiment
yesterday. The Euro Stoxx 50 lost 1.0%, while the S&P 500 fell by a
more modest 0.2%. Meantime, US Treasury and German Bund
yields declined by 2-3bps. Against this backdrop, there was a
firmer tone to the dollar. At the same time, the euro was under
some downward pressure.

In level terms, EUR/USD opens this morning down in the lower
half of $1.08-1.09. GBP/USD is operating back below the midpoint
of the $1.29-1.30 band. EUR/GBP is changing hands in the upper
regions of the 83-84p corridor. USD/JPY is above ¥149.

Already this morning, UK consumer confidence has beat the
consensus, improving to —19.0 in March from —20 in February (vs.
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