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Morning Comment

EUR/USD near the midpoint of $1.12-1.13

Risk appetite was holding a firmer tone yesterday on both sides of the
Atlantic. The Euro Stoxx 50 rebounded by 1.4%, having declined on Monday
and Tuesday. Meantime on Wall Street, the S&P 500 rose by 0.6%, amid
some strong quarterly earnings data.

Elsewhere on markets, oil prices remained elevated but Brent crude fell by
circa 1.7% to $108 per barrel. However, it has recouped its losses overnight
and is currently north of $111 per barrel. In terms of fixed income, UK Gilt
yields moved 5-8bps lower along the curve, despite a hotter than
anticipated inflation report for September. US Treasury and German Bund
yields were little changed. However, French 10-year yields breached 5% for
the first time since 2002, widening the spread to Bunds to around 160bps.

Currency-wise, the main pairs operated in very narrow ranges yesterday. Of
the very limited price action to note, the dollar was under some modest
downward pressure. The greenback shed circa 0.2% against the euro and
sterling, and fell by 0.6% versus the yen.

In level terms, EUR/USD opens today up near the midpoint of $1.12-1.13.
Meantime, GBP/USD is trading up at the $1.34 threshold. USD/JPY is
changing hands down near to the ¥157 handle. EUR/GBP continues to
operate in the top half of the 83-84p corridor.

Turning to the day ahead, the macro data calendar is relatively sparse once
again. The only release of note will be the flash reading of Eurozone
consumer confidence for October. A marginal deterioration is expected in
the month. However, barring any major surprises, the release is unlikely to
impact the euro. Meanwhile, investors will be keeping an eye on
developments regarding the conflict in the Middle East and in Ukraine. At
the same time, the fiscal/political situation in France will remain in focus.

Daniel Noonan, Economist, AIB
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