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Flash PMIs in the spotlight today

There was a mixed mood to investor sentiment yesterday after last
week’s risk averse tone. In Europe, the Euro Stoxx 50 rose by 0.4%.
Meanwhile, at the closing bell on Wall Street last night, the S&P
500 was 0.2% lower from where it had started the day.

On bond markets, the action was characterised by initially higher
US Treasury yields (including the 10-year yield rising above 5% in
early trading) prompting some buying as well as demand to cover
short positions. These combined to push yields lower overall with
the 10-year Treasury yield moving back below the 4.9% mark.

On the currency front, the dollar was holding a softer tone amid
the more notable falls in US Treasury yields. As a result, both the
euro and sterling managed to register solid gains against the
greenback.

In level terms, the weaker dollar over the past 24 hours is reflected
in EUR/USD opening this morning up above the midpoint of $1.06-
1.07, while GBP/USD is operating in the upper half of $1.22-1.23
territory. Meantime, EUR/GBP continues to straddle the 87p
handle.

Today’s macro diary has already seen the release of UK
unemployment, which printed slightly below expectations, at 4.2%
for the three month period to August. Meanwhile, over the course
of today, we get the flash PMIs from the Eurozone, UK and US.
They will provide an early read on how these economies are
performing at the start of Q4. The PMIs were generally weak
across geographies and sectors (both manufacturing and services)
in September. Overall, the consensus is for similarly subdued
results across the board in October.

John Fahey, Senior Economist, AIB
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