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Sterling on the front-foot

Investor sentiment was holding a slightly positive tone yesterday. On
equity markets, the Euro Stoxx 50 rose by a meagre 0.1%. In contrast
though, the S&P 500 gained 0.3%. In terms of fixed income, German
Bund and US Treasury yields edged 1-2bps lower along the curve.
Meanwhile, UK Gilt yields fell by 2-6bps. The move was most
pronounced at the long-end of the curve.

Data-wise, the US ADP employment report indicated that the private
sector shed 32k jobs in November, undershooting the consensus for
a 10k rise. Elsewhere, US industrial production rose by 0.1% in
September (vs. +0.0% f'cast), albeit output in August was revised
down to -0.3% from +0.1%. At the same time, both the Eurozone
and the UK services PMIs for November printed above the flash
estimate, indicating a sharper pace of expansion in the month
compared to the initial reading.

Against this backdrop, the dollar was on the defensive yesterday.
Meanwhile, sterling was on the front-foot, having benefitted from the
marked revision to the services PMI. Overall, the greenback fell by
around 0.2% versus the euro and by 0.7% against the pound.

As trading gets underway this morning, the firmer tone to sterling is
reflected by EUR/GBP opening just below the midpoint of the 87-88p
range. Elsewhere, EUR/USD is in the top half of the $1.16-1.17
corridor. GBP/USD is operating up above the $1.33 threshold. USD/
JPY has edged slightly lower, but remains in the ¥155-156 band.

Turning to the day ahead, the macro calendar is quite sparse on both
sides of the Atlantic. Of the limited releases to note, Eurozone retail
sales are forecast to stagnate in October. Meanwhile, the latest initial
jobless claims are forecast to rise slightly to 220k in the last week of
November, from 216k previously.

Daniel Noonan, Economist, AIB
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Day * End 2024
EUR/USD l1.1662 O0.17 12.64
EUR/GBP 0.8744 -0.56 5.69
GBP/USD 1.3335 O.76 6.59
GBP/EUR 1.1433 O.56 -5.39
UsSD/JPY 155.24 -0.28 -1.23
EUR/JPY 181.04 -0.12 11.24
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Opening Interest Rates

Money Market Swap Rates
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Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr 114 "\Ir
UsD 3.88 3.81 3.73 3.48 3.56 3.62 V\/\/\/J
EUR 2.00 1.90 2.04 2.14 2.20 2.46 113 i i ; i i "

06-Jun 04-Jul 01-Aug 29-Aug 26-Sept 24-Oct 21-Nov
GBP 4.00 3.84 3.77 3.57 3.75 3.87
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