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Another subdued day for FX majors

There was a risk averse tone to investor sentiment yesterday.
Market participants were pondering the risks of a prolonged conflict
in the Middle East. Some weakness in tech sector stocks also
weighed on sentiment. The geopolitical concerns were reflected in
oil prices, which remained highly sensitive to the conflict given the
crucial role the region plays in global oil supply. Brent crude traded
up to a high at $92 per barrel. Meanwhile, the ‘risk-off’ mood was
evident as the main equity indices on both sides of the Atlantic
posted losses. In Europe, the Euro Stoxx 50 fell by 1.0%. At the
close on Wall Street last night, the global benchmark S&P 500 was
0.7% lower on the day. On bond markets, sovereign vyields
remained elevated against the backdrop of higher government
spending and inflation.

The action amongst the FX majors was characterised by narrow
range trading. As a result, the main pairs start this morning’'s
European session at levels very similar to those seen 24 hours
earlier. EUR/USD has held its position in the upper half of the $1.15-
1.16 range, while GBP/USD remains above the $1.35 threshold.
Elsewhere, EUR/GBP continues to change hands in a very narrow
range in and around the midpoint of 85-86p. Meanwhile, USD/JPY
remains relatively stable, for now, within the ¥159-160 band.

Today’s macro calendar has already seen the release of UK CPI
inflation numbers for July. Headline CPI printed, as expected, at
2.9% (from 2.6% in June). The remainder of today’s data schedule
is light. However, there are some monetary policy events that are
worth noting and pose event risks for their respective currencies.
ECB President Lagarde is on the speaking circuit, while the Fed
meeting minutes are due later today (after the European close).
Meanwhile, ‘Middle East’ developments remain a potential source
of direction for markets/sentiment.

John Fahey, Senior Economist, AIB
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