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Morning Comment

AIB Treasury Economic Research Unit

US core-PCE inflation due today

The cautious mood on markets remained in place yesterday, despite a fall in
oil prices and a decline in bond yields. Overall, the Euro Stoxx 50 continued
to narrowly outperform, registering a 0.3% gain yesterday. In contrast, the
S&P 500 declined by a modest 0.2%.

QOil prices fell by around 3%, with Brent crude moving back below $103 per
barrel. In terms of fixed income, the US Treasury vield curve steepened, as
the 2-year yield declined by 2bps amid a softening in US rate expectations,
following some dovish remarks from NY Fed President Williams, while long-
dated yields edged slightly higher. Elsewhere, UK Gilt and German Bund
yields inched 1-5bps lower yesterday. However, the spread between the
French and German 10-year yields widened to 120bps.

On the data front, US consumer confidence deteriorated sharply to 81.9 in
September (vs. 89.2 f'cast). The reading was the lowest in 12 years, with
respondents indicating that they are growing more anxious about the cost
of living and conditions in the labour market. In this regard, the JOLTS job
opening figure for August fell by 256k, and missed the consensus by 146k.

Currency-wise, the euro remained on the defensive yesterday. At the same
time, the yen has firmed somewhat. As trading gets underway this morning,
this sees EUR/USD open in the lower half of $1.13-1.14, having traded at a
fresh year-to-date low of $1.1313 overnight. GBP/USD remains in the $1.32-
1.33 range. EUR/GBP is changing hands nearer to the midpoint of the 85-
86p band. USD/JPY is just below the ¥157 threshold.

Today, the main release of note will be US core-PCE inflation for August.
Expectations are for it to stay at 3.3% in the month. At the same time, the
latest monthly personal income & consumption data will also be in focus. In
the Eurozone, the flash readings of HICP inflation in Germany, France and
[taly will garner attention.

Daniel Noonan, Economist, AIB
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Today's Opening Rates

Euro Sterling Dollar
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