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Sterling on the front foot in early trading

It was another quiet day on financial markets yesterday, amid a
light data schedule on both sides of the Atlantic. Against this
backdrop, the S&P 500 rose by 0.3%. Meantime, the Euro Stoxx 50
declined by 0.5%. Elsewhere, oil prices fell by 1%, with Brent crude
now back below $83 per barrel.

Remarks from a number of central bank officials were in focus once
again yesterday. ECB President Lagarde reiterated that a June rate
cut was likely. In the US, Fed Governor Waller indicated that the
next interest rate policy move is unlikely to be a hike, but more
evidence that inflation is falling sustainably to 2% is needed before
the Fed can cut rates. Fed officials Bostic and Mester also noted
that more information will be needed before the Bank will cut rates.

On the currency front, the main FX pairs were confined to very
narrow trading ranges yesterday. $1.084-1.088 covered all the
price action in EUR/USD, while EUR/GBP operated between the
85.3-85.5p corridor.

However, sterling has been on the front foot in early trading this
morning, following the release of UK CPI inflation data for April.
Both the headline and core rate printed above the consensus,
falling to 2.3% (vs. 2.1% f’cast) and 3.9% (vs. 3.6% f’cast), owing to
sticky core inflation. The sterling reaction sees EUR/GBP changing
hands down near the 85p mark this morning. Elsewhere, GBP/USD
is up at the midpoint of the $1.27-1.28 range.

Looking to the remainder of today, the macro calendar remains
muted. On the monetary policy front, the release of the latest Fed
FOMC meeting minutes (after the close in Europe) will garner some
attention. Remarks from central bank officials will also be in focus.
Daniel Noonan, Economist, AIB
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Day * End 2023 23-Nov  21-Dec  18Jan  15-Feb  14-Mar  1l1-Apr  09-May
EUR/USD 1.0857 0.00 -1.62
EUR/GBP 0.8513 -0.33 -1.79 Sterling/Euro Exchange Rate
GBP/USD 1.2749 0.31 0.16 118
GBP/EUR 1.1738 0.33 1.82
UsD/JPY 156.44 0.01 10.90 117 |
EUR/JPY 169.88 0.00 9.16 ‘
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr
uUsbD 5.38 5.44 5.59 543 5.03 4.52
EUR 4.50 3.81 3.82 3.66 3.35 2.92 114 T T T T T T

23-Nov 21-Dec 18-Jan 15-Feb 14-Mar 11-Apr 09-May
GBP 5.25 5.19 5.18 5.02 4.77 4.23
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