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Morning Comment

AIB Treasury Economic Research Unit

Dollar still has the upper hand

Yesterday was a relatively quiet day across financial markets. A limited data
calendar likely contributed to the muted price action. On equity markets, the
Euro Stoxx 50 eked out a 0.1% gain, while on Wall Street, the S&P 500 edged
0.4% lower. Meantime, wholesale energy prices increased. Brent crude oil
rose by around 3% to circa $96 per barrel. At the same time, European
natural gas prices rose by over 7% to €95 per MWh.

Elsewhere on markets, interest rate futures contracts continued to harden
across the board. However, the move yesterday was modest and lacked a
specific catalyst. Overall, the market is now pricing in around 85bps of policy
tightening in the US between now and the end of 2027. In the UK, futures
contracts indicate the market now sees an 80% chance of a BoE rate hike in
December, and circa 90bps of increases in total by the end of next year.
Meanwhile, pricing suggest there is an 80% chance of a rate hike from the
ECB in December also. 70bps of policy tightening is anticipated by investors
by the end of next year.

Against this backdrop, the main FX pairs were tightly range bound yesterday.
Of the limited moves to note, the dollar continued to hold a slightly firmer
tone. The greenback gained 0.1% versus the euro, sterling and yen.

In level terms, EUR/USD opens this morning back near the midpoint of the
$1.10-1.11 corridor. GBP/USD is changing hands down in the lower half of
$1.32-1.33. USD/JPY remains in the top half of ¥159-160, having operated just
shy of the key ¥160 threshold yesterday. Meantime, EUR/GBP continues to
trade in and around the halfway of the 83-84p band.

Turning to the day ahead, the macro data calendar is somewhat sparse once
again. The main release of note will be the first reading of Eurozone
employment for Q3. A modest 0.1% g/q increase is expected. Meanwhile, the
second reading of Eurozone GDP for the quarter is expected to show the
economy expanded by 0.4% in the three months to September.

Daniel Noonan, Economist, AlB
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Today's Opening Rates
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