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Inflation data in the spotlight

Investor sentiment was holding a mixed tone yesterday, amid some
contrasting economic data on both sides of the Atlantic. On equity
markets, the Euro Stoxx 50 rose by 0.4%, while the S&P 500
declined by 0.6%. In terms of fixed income, US Treasury, German
Bund and UK Gilt yields moved circa 1-7bps lower.

In the Eurozone, the EC sentiment indicators improved, albeit the
industrial sector index printed a touch below the consensus.
Elsewhere, the Eurozone unemployment rate fell to 6.4% in April,
from 6.5%. In the US, GDP was revised lower to +1.3% annualised in
Q1 (from +1.6%). Similarly, core-PCE inflation was revised down to
+3.6% annualised in Q1 (from +3.7%). Meantime, the latest weekly
initial jobless claims figure inched higher to 219k, from 216k. Overall
the data suggest the Eurozone economy is gathering some positive
momentum, while economic conditions in the US are softening.

Against this backdrop, the dollar was under some downward
pressure yesterday. However overnight, the greenback recouped
most of its losses. As trading gets underway this morning, EUR/
USD is operating in the lower half of the $1.08-1.09 trading band.
Meanwhile, GBP/USD is changing hands in the bottom half of the
$1.27-1.28 corridor. EUR/GBP remains just above the 85p handle.

Today, inflation data in the Eurozone and US will be in focus. In the
Eurozone, the flash reading of HICP inflation is projected to rise to
2.5% in May, from 2.4%. However, core inflation is forecast to be
unchanged. Likewise, US core-PCE inflation is expected to remain
at 2.8% in April. Elsewhere in the US, personal income and
consumption data for April will also feature. Aside from the
releases, month-end flows may impact on currency markets.

Daniel Noonan, Economist, AIB
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Day * End 2023 L2§4_Dec 01-Jan 29-Jan 26-Feb 25-Mar 22-‘Apr 20»May
EUR/USD 1.0818 0.22 -1.98
EUR/GBP 0.8506 0.05 -1.87 Sterling/Euro Exchange Rate
GBP/USD 1.2712 0.15 -0.13 118
GBP/EUR 1.175 -0.05 1.90
UsSD/JPY 156.92 -0.17 11.24
EUR/JPY 169.76 0.05 9.08 117 ]
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EUR/AUD 1.6296 GBP/NOK 13.4105
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