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Dollar remains under pressure

There was a mixed mood on markets yesterday. Throughout the European
session, equity markets moved higher on both sides of the Atlantic. However,
risk appetite soured over the course of the day, amid concerns regarding the
health of regional banks balance sheets in the US. Against this backdrop, for a
second consecutive day, European equities outperformed. The Euro Stoxx 50
rose by 0.8%, while on Wall Street, the S&P 500 declined by 0.6%.

On bond markets, the spread between 10-year German and French yields held
steady in the aftermath of PM Lecornu surviving two no confidence votes in
Parliament. Meantime, US Treasury yields fell sharply on the back of concerns
emerging in the regional banking sector. Yields are lower across the board this
morning in Europe also.

On the currency front, the main FX pairs changed hands in very tight ranges
during yesterday’s European session. Of the limited moves to note, the dollar
was on the defensive. This coincided with some dovish remarks from Fed
Governors Miran and Waller. Both indicated that they are in favour of cutting
rates at the next meeting later this month, with the former stating that he
would prefer a 50bps move. The dollar has weakened further overnight also,
while the yen and euro have lead the way higher.

In level terms, the weaker tone to the dollar is evidenced by EUR/USD opening
this morning above the $1.17 threshold. GBP/USD is up at the midpoint of the
$1.34-1.35 trading range. EUR/GBP remains in and around the 87p mark.
Elsewhere, USD/JPY is back below the ¥150 handle.

Turning to the day ahead, the macro calendar is sparse once again, largely
owing to the ongoing Government shutdown in the US (which shows no sign
of ending soon). Thus, developments regarding the health of US regional banks
will be in focus.

Daniel Noonan, Economist, AIB
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