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US labour market report the highlight today

There was a positive mood on markets yesterday, as investors
continued to digest the Fed decision on Wednesday, to leave
monetary policy on hold. A further fall in long-term bond yields also
provided a supportive backdrop for risk appetite. US Treasury
yields declined by 2-10bps yesterday, with the 10-year now back
below 4.7%. The move lower in Treasury yields pulled German
Bund and UK Gilt yields 4-11bps lower. Meantime, on equity
markets, both the Euro Stoxx 50 and the S&P 500 gained 1.9%.

Elsewhere on the monetary policy front, the BoE left interest rates
unchanged yesterday, in-line with expectations. However, the BoE
maintains a bias to tighten policy further if required. Futures
contracts pricing, though, indicates that the market thinks there is
only roughly a 25% chance the BoE will hike rates any further.

Currency-wise, the main pairs have been relatively range bound
over the past 24 hours. In the initial aftermath of the BoE policy
decision, sterling was somewhat firmer. However, it was unable to
hold onto all of its gains. Indeed, of the limited moves to register
yesterday, the dollar was under some modest downward pressure.

The softer dollar tone is reflected by EUR/USD opening this
morning up above the $1.06 mark. GBP/USD is operating at the
$1.22 handle, having traded to a high of $1.223 vyesterday.
Elsewhere, EUR/GBP remains in and around the 87p threshold.

Today, the main release of note will be the US labour market report
for October. The consensus is for some softening in labour market
conditions, with the pace of payrolls growth slowing (+180k vs.
+336k in Sep), and a slight easing in average earnings, to +4.0% y/
y. Meantime, the unemployment rate is forecast to remain at 3.8%.
Daniel Noonan, Economist, AIB
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