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Morning Comment

AIB Treasury Economic Research Unit

ECB meeting minutes due today

There was a risk averse tone to investor sentiment yesterday, amid choppy
trading conditions. Renewed concerns regarding the war in the Middle East,
the fiscal situation in France, and some volatility in the sovereign bond
market, weighed on overall sentiment. Against this backdrop, the Euro Stoxx
50 shed 1.5%, while the S&P 500 registered a more modest 0.2% loss.

Oil prices rose to circa $103 per barrel, as the IEA clarified that members are
still planning to withdraw 400m barrels of stocks, as outlined in March, and
that the announcement to release 100m barrels last Friday was part of and
not on top of this decision. Meantime on bond markets, initially yields moved
higher across the board yesterday. As the day progressed though, sovereign
benchmark yields moved off their peaks. Meanwhile, yield spreads in the
Eurozone widened sharply by 5-12bps. Most notably, the 10-year French-
German vyield spread widened to circa 140bps.

In terms of FX markets, the dollar was in the ascendancy yesterday,
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supported by the weaker tone to risk appetite. The dollar was also helped by 08
a hawkish tone in the latest Fed meeting minutes released yesterday. The
greenback gained around 0.3% versus the euro and sterling. At the same | o Kaa A
time, other safe havens such as the yen and Swiss franc also strengthened. \‘MM
As trading gets underway this morning, the firmer tone to the dollar is 086 A
evidenced by EUR/USD opening back at the $1.12 threshold. GBP/USD is
operating just below the $1.32 mark. EUR/GBP remains in the top half of the
84-85p band. USD/JPY is in the lower half of the ¥158-159 corridor. 085 v N
Turning to the day ahead, the data release schedule is sparse on both sides 084 ‘ ‘ ‘ ‘ ‘ ‘
of the Atlantic. On the monetary policy front, the ECB monetary policy Ao 08May 05 03uul 3tud  2BAug  25Sept
meeting account from September will warrant some attention. Elsewhere
remarks from a number of fed officials will also be in focus. . Sterling/Dollar Exchange Rate
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