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ECB policy decision due today

There was a mixed mood on markets yesterday. The Euro Stoxx 50
edged up 0.2%. Meantime, the S&P 500 fell by 1.4% following the
release of some disappointing quarterly earnings data.

In terms of fixed income, sovereign yields rose across the board. UK
Gilt and German Bund yields climbed 4-10bps higher. In the US,
Treasury yields rose by 6-16bps, with the 10-year yield moving
back up to just below 5%. Elsewhere, Brent crude prices erased
their losses from the day before, rising to $90 per barrel.

On the currency front, the main pairs operated in fairly tight ranges
throughout the European session. Of the limited moves to register,
the dollar was holding a slightly firmer tone. Overnight, the dollar
extended its gains further. Overall, the greenback gained circa 0.7%
against the euro and around 0.9% versus sterling, amid the larger
rise in US yields compared to elsewhere over the past 24 hours.

In level terms, the firmer dollar tone is evidenced by EUR/USD
opening this morning down in the lower half of $1.05-1.06. GBP/
USD is operating back below the $1.21 threshold. Meantime, EUR/
GBP continues to change hands above the 87p mark.

Turning to the day ahead, the main focus will be the ECB policy
meeting outcome. The ECB is widely expected to leave interest
rates on hold. However, the post-meeting press conference will
garner close attention.

Elsewhere, a busy data schedule in the US includes the first reading
of Q3 GDP. The consensus is that the economy expanded strongly
by 4.3% annualised in the quarter. The latest initial jobless claims
and durable goods data (Sep) also feature.

Daniel Noonan, Economist, AIB
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