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Generally quiet on the forex front

As expected, the US House of Representatives passed the spending package
last night and President Trump signed the bill, ending the record 43-day
government shutdown. However, there is a deadline of January 30th to agree
a new deal or face another potential deadlock/shutdown scenario.

From a risk appetite viewpoint, there continued to be a mixed mood to
proceedings yesterday. Once again, there was a more a bullish attitude on
European markets. This risk-on tone was reflected in the Euro Stoxx 50 posting
a 1.1% rise. The mood was more subdued on Wall Street. At the closing bell
last night, the S&P 500 was essentially flat on the day. On bond markets, 10—
year sovereign yields for most of the main benchmarks were 1-4bps lower.

Currency-wise, the majors were confined to very narrow ranges. This was not
overly surprising given the dearth of macro data releases yesterday. The
uneventful FX moves generally continued in overnight trading on Asia-Pacific
markets. As a result, the main FX pairs open this morning at levels broadly
similar to 24 hours earlier. The EUR/USD pair has operated within a very tight
$1.156-1.1597 range over this period. EUR/GBP has held onto its position
above the 88p threshold, amid a marginally softer tone to sterling. Meanwhile,
GBP/USD has edged back nearer to the $1.31 mark.

Today’s macro diary has already seen the release of the first estimate of UK Q3
GDP. Growth in the quarter came in below expectations, registering a modest
0.1 % g/q increase versus a forecast for 0.2%. Later this morning, we get
European industrial production for September. Meantime, today’s US diary
remains quiet. However, with the government reopening, we are likely to get
an updated publication schedule over the next day or so, which will herald a
more active US release calendar over the remainder of the month.

John Fahey, Senior Economist, AIB
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v Previous Day's European Open
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