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EUR/USD back under the $1.18 level

The more upbeat tone to risk appetite over recent days gathered momentum
yesterday. This ‘risk-on” mood was reflected in gains for the main equity
indices on both sides of the Atlantic. In Europe, the Euro Stoxx rose by 1.4%.
Meanwhile, at the closing bell on Wall Street last night, the S&P 500 was 0.6%
higher on the day.

In terms of yesterday’s data calendar, after the pre-open release of UK
inflation numbers, attention shifted to a batch of metrics from the US
economy. Overall, the US data surprised to the upside of expectations.

This included headline durable goods orders falling by less than expected in
December. The underlying core components registered growth, boosted by Al
related infrastructure spending. This was also evident in the consensus beating
performance from the industrial production report for January. Aside from the
data, we also got the Fed minutes from their January meeting. They did not
provide much additional insight on the US interest rate outlook, although the
minutes did lean less dovish in tone.

From a currency perspective, the US macro newsflow and Fed minutes
provided a supportive backdrop to the dollar. This is reflected in the greenback
holding a firmer tone against the other majors over the past 24 hours. In level
terms, the EUR/USD pair opens this morning just below the $1.18 threshold.
GBP/USD starts the European session slightly under the $1.35 handle, while
USD/JPY is above the ¥155 mark. Elsewhere on the currency front, EUR/GBP
has retained its position up in 87p territory.

Looking ahead, today’s macro diary is quieter. The two main highlights are the
flash reading of Eurozone consumer confidence (Feb) and US weekly jobless
claims. Neither release though would be expected to be a dial mover for their
respective currencies.

John Fahey, Senior Economist, AIB
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