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Flash PMls due today

There was a cautious mood on markets yesterday. A somewhat
hawkish tone to the Fed FOMC meeting minutes and a hotter than
anticipated UK CPI inflation report for April weighed on sentiment.
The S&P 500 declined by 0.3%, while the Euro Stoxx 50 lost 0.4%.

Following the above consensus UK CPI print, futures contracts
hardened. The first UK rate cut is now not fully priced in until
November, with a total of just 35bps of policy easing expected by
year end, compared to 60bps before the release. Meantime, the
Fed meeting minutes from May showed that “many” officials were
concerned that policy may not be restrictive enough to return
inflation to 2%.

On the currency front, sterling was holding a firmer tone
throughout the early part of the European session. The pound
registered a fresh two-month high of $1.276 against the dollar,
while EUR/GBP moved down towards the 85p handle. However,
sterling drifted lower as the day progressed. UK PM Sunak’s
announcement that there will be a general election in July did not
impact sterling. Elsewhere, the dollar was holding a firmer tone
overnight following the release of the Fed meeting minutes.

In level terms EUR/USD opens this morning in the lower half of the
$1.08-1.09 range. EUR/GBP is operating back near the 85p
threshold. Meanwhile, GBP/USD is changing hands in the bottom
half of the $1.27-1.28 trading band.

Today, the flash PMls in the Eurozone, UK and US for May are due.
The data are expected to indicate an increase in overall economic
activity for all three regions in the month. Eurozone negotiated
wage data for Q1 will also be released.

Daniel Noonan, Economist, AIB
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Day * End 2023 l2;4-Nov 22-Dec 19-Jan 16-Feb 15-Mar 12-‘Apr 10»May
EUR/USD 1.0821 -0.29 -1.95
EUR/GBP 0.8505 -0.37 -1.88 Sterling/Euro Exchange Rate
GBP/USD 1.2721 0.09 -0.06 118
GBP/EUR 1.1755 0.38 1.92
UsSD/JPY 156.69 0.22 11.08
EUR/JPY 169.57 -0.06 8.96 117 |
* v Previous Day's European Open
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Opening Levels
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EUR/USD 1.0821 GBP/USD 1.2721 USD/CAD 1.3682
EUR/JPY 169.57 GBP/CAD 1.7407 USD/CHF 0.9151
EUR/SEK 11.6165 GBP/NzZD 2.0803 USD/CNY 7.2442
EUR/DKK 7.4619 GBP/JPY 199.34 USD/BRL 51531
EUR/NOK 11.5893 GBP/SEK 13.6532 USD/RUB 90.24
EUR/CHF 0.9904 GBP/DKK 8.7704 USD/INR 83.267
EUR/AUD 1.6339 GBP/NOK 13.616
EUR/HKD 8.4478 GBP/CHF 1.1644 AUD/USD 0.6622
EUR/CAD 1.4807 GBP/AUD 1.9206 NZD/USD 0.6113
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