Morning Comment

AlB Treasury Economic Research Unit

&

AlB

Tuesday 17 October 2023
07:31am

Positive mood on markets to start the week

There was a positive tone to investor sentiment yesterday, amid a
relatively quiet start to the week on financial markets. The Euro
Stoxx 50 rose by 0.3%. Meantime, on Wall Street, the S&P 500
gained 1.1%, ahead of a busy week of earnings data.

In terms of fixed income, sovereign yields moved higher across the
board yesterday. Most notably, US Treasury and UK Gilt yields rose
by 7-11bps. German Bund yields edged up by a more modest 2-
6bps. Elsewhere on markets, oil prices inched lower, with Brent
crude falling back below $90 per barrel.

Currency-wise, the main pairs remained tightly range bound. A
sparse data schedule likely contributed to the lacklustre price action
on the exchanges. Of the limited moves to note, the dollar was
very marginally lower.

As trading gets underway this morning, EUR/USD opens up near
the midpoint of the $1.05-1.06 range. GBP/USD is operating higher
in the top half of the $1.22-1.23 trading band also. Meanwhile, EUR/
GBP remains at the halfway mark of the 86-87p corridor.

Already today, UK average earnings data have printed below the
consensus. Wages rose by 8.1% y/y in the three months to August
(vs. +8.3% y/y f'cast). UK rate hike expectations have softened
somewhat following the release. Meantime, the ONS has pushed
back the publication of other labour market data, such as the
unemployment rate, to next week.

Later today, US industrial production and retail sales (both
September) and the German ZEW survey (October) are due.
Remarks from a host of Fed officials will also garner attention.
Daniel Noonan, Economist, AIB
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