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Eurozone flash HICP inflation due today

Trading conditions remained relatively subdued at the start of the
week. There was a cautious tone to investor sentiment as market
participants continued to digest the resumption of military strikes
between the US and Iran. Against this backdrop, the Euro Stoxx 50
declined by 1.0%, while on Wall Street, the S&P 500 fell by 0.3%.

On bond markets, sovereign yields moved upwards across the
board, led higher by the long-end of the curves. US Treasury yields
rose by 1-5bps, with the 10-year yield rising to its highest level since
January 2025 (4.76%). Similarly, German Bund yields by 2-5bps, as
the 10-year yield reached a new 15-year peak (3.33%).

Data-wise, the only release of note was the flash reading of German
HICP inflation for August. Inflation rose in the month to 2.9%, but
printed below the consensus of 3.1%. The increase was largely
driven by base effects in oil prices. However, there was little
indication of second round inflation effects in the Eurozone’s largest
economy. Core inflation remained at 2.4%, while services inflation
slowed for a second successive month, falling to 2.8%.

On the currency front, the main pairs were very tightly range bound.
Of the limited moves to register, the euro was holding a marginally
firmer tone. The single currency gained circa 0.1-0.2% against the
dollar, sterling an yen. In level terms, this sees EUR/USD open back
above the $1.16 threshold. EUR/GBP is operating up in the top half
of the 85-86p band. Elsewhere, GBP/USD is at the midpoint of $1.35
-1.36. USD/JPY remains in the upper part of the ¥159-160 corridor.

The main highlight today will be the flash reading of Eurozone
inflation for August. The consensus is for the headline rate to rise to
3.3%. The core rate is projected to edge up to 2.3% from 2.2%.

Daniel Noonan, Economist, AIB
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