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Dollar firmer over the last week

Currency markets had plenty to digest last week with a plethora of
central bank meetings. These included the Bank of Japan, US
Federal Reserve and Bank of England. As anticipated, the BoJ
raised rates for the first time since 2007, exiting its negative interest
rate policy that was in place since 2016. However, its post-meeting
communications were dovish in tone, resulting in a weaker yen.

Meanwhile, both the Fed and BoE left policy on hold, which was
very much in line with market expectations. The Fed also continued
to project 75bps of rate cuts for this year in its updated ‘dot plot’.
Some market participants had been speculating that it may be
reduced to 50bps. As a result, the dollar was softer in the
immediate aftermath of the Fed meeting on Wednesday night,
with EUR/USD above $1.09 and GBP/USD reaching $1.28.

Sterling though, found itself under some downward pressure
following the BoE statement on Thursday, which included a dovish
shift in the vote to keep policy unchanged (2 members are no
longer voting for a hike). This softer tone gathered some further
momentum amid comments from BoE Governor Bailey, where he
stated that rate cuts were “in play” at upcoming meetings.

As trading gets underway this morning, the dollar is stronger versus
a raft of other majors compared to last Monday’s open. EUR/USD is
trading in the lower half of $1.08-1.09. GBP/USD is operating down
near to $1.26, while USD/JPY is above ¥151. Elsewhere, EUR/GBP is
marginally higher, but remains within the 85-86p band.

This week’s macro diary is quiet. The main highlights are inflation
data. France, ltaly and Spain report HICP inflation numbers for
March. Meantime, in the US, core-PCE for February is due.

John Fahey, Senior Economist, AIB
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