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BoE and Fed cut by 25bps
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In line with expectations, the BoE cut rates by 25bps yesterday. It
means Bank rate is now at 4.75%. Meanwhile, there was a slightly
more hawkish tone to the meeting statement/press conference.
However, the overarching message from the BoE was that it should
be able to continue to cut rates “gradually” moving forward.
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Like-wise, the Fed FOMC opted to cut rates by 25bps overnight, as
anticipated. The Fed funds target range is now at 4.50-4.75%. At
the press conference, Chair Powell struck a balanced tone. He
offered no specific guidance on the future path of policy, and
refused to rule “out or in” a further rate cut at the final meeting of
the year in December.
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Against this backdrop, UK futures contracts were marginally firmer
yesterday. Markets are leaning towards a rate cut in February,
although it is not fully priced-in. In total, circa 65bps worth of
easing is expected between now and end-25 in the UK. In contrast,
US futures softened slightly. Current pricing indicates there is a
90% chance the Fed will cut again in December. Further ahead, the
target range is seen as being lowered to 3.50-3.75% by end-25.
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Elsewhere, equities moved higher on both sides of the Atlantic. The
Euro Stoxx 50 and S&P 500 rose by 1.1% and 0.7%, respectively. On
the currency front, the dollar shed some of its recent gains. This
sees EUR/USD open today in the top half of $1.07-1.08. GBP/USD is
in the upper region of $1.29-1.30. EUR/GBP remains close to 83p.
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Turning to the day ahead, there is a relatively quiet data schedule.
The main release of note will be the preliminary reading of the
Michigan measure of US consumer sentiment for November. The
headline index is forecast to be little changed in the month.

Daniel Noonan, Economist, AIB
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Day * End 2023 1‘2153»May 10-3un 08-ul 05-‘Aug 02-‘Sep 30-‘Sep 28-0ct
EUR/USD 1.0779 0.33 -2.33
EUR/GBP 0.8308 -0.04 -4.15 Sterling/Euro Exchange Rate
GBP/USD 1.2971 0.32 1.90 121
GBP/EUR 1.2032 0.04 4.33
USD/JPY 152.83 ~0.76 8.34 120 W‘“ v/
EUR/IPY 164.75 “0.45 s.86 / M \ J
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* v Previous Day's European Open
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr /
usD 4.63 4.59 4.50 419 4.25 412
EUR 3.40 3.10 3.05 2.52 231 2.30 116 ‘ ‘ ‘ ‘ ‘ ‘
13-May 10-Jun 08-Jul 05-Aug 02-Sep 30-Sep 28-Oct
GBP 4.75 4.69 4.69 4.41 4.46 4.27
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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