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EUR/USD down below $1.06

The risk averse tone to investor sentiment from last week persisted
in Europe yesterday. The Euro Stoxx 50 fell by 0.9%. The downbeat
mood mainly stems from concerns that official interest rates will
remain at elevated levels for an extended period of time, following
last weeks central bank meetings. Hawkish remarks from Fed
officials yesterday provided little solace to markets in this regard.

Against this backdrop, medium to long-term sovereign bond yields
rose by 5-12bps, in the US, Eurozone and UK yesterday. Having
reached a 15-year year last week, the benchmark US 10-year
Treasury yields climbed above 4.50%. Elsewhere, oil prices edged
slightly lower, with Brent crude falling back below $93 per barrel.

On the currency front, the dollar was in the ascendancy amid the
hawkish Fed rhetoric, and the associated rise in US vyields.
Meanwhile, the yen was under some downward pressure following
dovish comments from BoJ officials, including Governor Ueda. The
euro was also on the defensive, as the German Ifo deteriorated for
a fifth month running in September. Some less hawkish statements
from ECB officials proved to be unhelpful for the euro as well.

In level terms, the firmer dollar and softer euro tones are reflected
in EUR/USD opening back below the $1.06 threshold. GBP/USD is
operating down below the $1.22 handle. Elsewhere, EUR/GBP is
changing hands in the top half of the 86-87p range. USD/JPY is
trading up above ¥149, its highest level since October last year.

Today, there is a relatively quiet data schedule. The only release of
note is US consumer confidence for September. The consensus is
for a slight fall in the index. Meantime, remarks from Fed and ECB
officials will garner some attention.

Daniel Noonan, Economist, AIB
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