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Fed meeting in focus

There was a cautious tone to investor sentiment yesterday, amid a
relatively quiet day on financial markets. Against this backdrop the
Euro Stoxx 50 edged 0.1% lower. In contrast, the S&P 500 notched a
modest 0.2% gain. Elsewhere on bond markets yields were little
changed across the board.

Data-wise the US Conference board measure of consumer
confidence printed above the consensus, but fell from an upwardly
revised 95.6 in September to 94.6 in October. Elsewhere, German
consumer confidence deteriorated by more than anticipated,
although the Italian measure improved in October. However, the data
had no material impact on proceedings yesterday.

On the currency front, sterling remained under some downward
pressure. This was evidenced by EUR/GBP peaking at 87.9p, its
highest level since May 2023. At the same time, the dollar was
holding a firmer tone during the European session. As the day
progressed though, the greenback handed back most of its gains.

In level terms, EUR/GBP opens today in the top half of the 87-88p
range. GBP/USD is changing hands down in the bottom end of the
$1.32-1.33 trading band. Meanwhile, EUR/USD is operating in the
lower half of $1.16-1.17. USD/JPY remains above the ¥152 handle.

Turning to the day ahead, the data calendar is sparse on both sides
of the Atlantic. On the monetary policy front, the Fed policy decision
is due after the close in Europe. The market is expecting a second
consecutive 25bps rate cut which would bring the fed funds target
range down to 3.75-4.00%. The Fed is also expected to alter its QT
programme. The post-meeting press conference with Chair Powell
and the vote breakdown will also be in focus. Elsewhere, a potential
meeting between President Trump and President Xi at the sidelines
of the APEC Summit will warrant attention.

Daniel Noonan, Economist, AIB
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