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EUR/USD remains below $1.05

US Treasury yields continued to move higher yesterday. This was
against the backdrop of on-going hawkish Fed comments and
another upside surprise from the US macro diary (an unexpected
rise in US job openings for August). The 10-year US Treasury vyield
rose above the 4.7% threshold and up to the 4.8% level. Yields
were also higher elsewhere, although not to the same degree. The
10-year German Bund yield rose up to around 3%.

Investor sentiment retained its cautious tone yesterday amid the
persistent rise in yields. In Europe, the Euro Stoxx 50 declined by
1.0%. Meanwhile, at the closing bell on Wall Street last night, the
S&P 500 index was 1.4% lower on the day.

Currency-wise, against the risk averse environment and continued
rise in US Treasury yields, the dollar maintained the upper hand.
Albeit yesterday’s action was confined to fairly tight ranges for
some of the majors. In level terms, EUR/USD remained pinned
down below the $1.05 mark, trading to a low of $1.0449. GBP/USD
continued to trade under the $1.21 handle.

Meanwhile, USD/JPY briefly breached the closely watched ¥150
level, followed by a sharp reversal. This prompted speculation of FX
intervention from the Japanese Finance Ministry. However, a
Japanese official refused to confirm this. The BoJ intervened in the
bond market, though, after 10-year Japanese yields hit their
highest level in a decade. Elsewhere, on the currency front, EUR/
GBP traded in the upper half of 86-87p.

Today’s macro diary includes the final PMI readings from the
Eurozone, US and UK. The US diary also features the non-
manufacturing ISM and the ADP employment report (both Sept).
John Fahey, Senior Economist, AIB
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