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Hawkish Fed, EUR/USD below $1.15

Euro/US Dollar Exchange Rate

There was a wait-and-see tone to market sentiment for much of |,

yesterday, as investors remained on the sidelines ahead of the US

Fed’s policy announcement and press conference, both scheduled |

for after the European close. The Fed, as expected, delivered a - Mnnﬂ

25bps hike, with the fed funds rate rising to a 3.75-4.00% range. ’ / o

The updated dot plot, which Fed Chair Warsh once again refrained | 116 h \ [\\W/\

from participating in, showed that 16 of the 18 FOMC members \[\) L//\ ’\/N’J \

expected to hike again this year (12 projecting 25bps, while 4 |5 1Y T

anticipating 50bps). Meanwhile, the tone of Chair Warsh’s press |, \\ AW l

conference leaned in a hawkish direction. He emphasised that the YARRERY,

focus of the Fed is on achieving price stability. 113 : : : : : :
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The market reaction reflected the hawkish tone. The policy
sensitive 2-year swap rate rose by around 5bps to above 4.8%, |oss
while futures contracts increased the probability of another 25bps
rate hike by year end. The hawkish Fed tone and higher US rates/ o A
yields provided a supportive backdrop for the dollar. EUR/USD fell |** \f 9

below the $1.15 threshold, while GBP/USD was unable to hold \\/\//j\/\,\,\_/\'\

above $1.34. Elsewhere on the currency front, EUR/GBP continued |o.ss

to trade near to the midpoint of 85-86p. \\4 M
0.85
y

Ahead today, investors will continue to digest last night's Fed
outcome. However, the Bank of England will also come into focus,

with their policy decision due. This presents a potential source of |oss ‘ ‘ ‘ ‘ ; ;
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Euro/Sterling Exchange Rate

volatility for sterling. The BoE is expected to keep rates unchanged,
at 3.75%. Therefore, if the BoE stays on hold, attention will be on
the statement and minutes for insight as to whether the BoE is Sterling/US Dollar Exchange Rate
contemplating any near term rate hikes. The market is currently 7
pricing in around 100bps of rate hikes over the next year. This |13 N I
seems excessive given subdued UK GDP growth as well as the lack /\/\r\ | f" \W A
of any major signs of a build-up in underlying inflationary pressures. [“% IR \ v
Meantime, the BoJ is expected to hike rates by 25bps tonight. 130 1A / \MM W) l\ f\/f \
John Fahey, Senior Economist, AIB / \ I V T ‘ /V V \\ I "
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Today's Opening FX Rates 132 Y v
% Change
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EUR/USD 1.1471 -0.63 -2.33
EUR/GBP 0.8567 0.08 -1.70 Sterling/Euro Exchange Rate
GBP/USD 1.3384 -0.73 -0.66 119
GBP/EUR 1.1667 -0.08 1.73
USD/JPY 155.62 0.22 -0.66 118

EUR/JPY 178.53 -0.41 -2.97
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Opening Interest Rates
Money Market Swap Rates /\
115 W v

Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr
uUsD 3.63 3.89 4.01 4.47 4.86 4.83
EUR 2.50 2.46 2.68 3.29 3.48 3.51 114 T T T T l T T
GBP 3.75 374 3.85 444 483 491 20-Mar 17-Apr 15-May 12-Jun 10-Jul 07-Aug 04-Sept
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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