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FX majors range bound

Investor sentiment was holding a mixed tone yesterday. In Europe, the Euro
Stoxx 50 posted a 0.5% increase on the day. Meanwhile, on Wall Street, the
mood was more subdued, with the S&P 500 modestly lower (-0.2%) at the
closing bell last night.

In terms of the macro diary, yesterday’s agenda was relatively quiet. The main
Eurozone release of note was industrial production for October. The data
showed some upward momentum in the sector at the start of Q4. Headline
production rose by 0.8% m/m, which matched expectations and represented
an improvement compared to the 0.2% increase in September. Meantime, in
the US, homebuilder sentiment for December rose from 38 to 39, in line with
forecasts.

From a currency perspective, the generally uneventful data calendar meant
there was little to be of interest and/or provide direction to the majors. This
was reflected in the main pairs operating within narrow ranges. This muted
price action has continued in overnight trading. As a result, the majors open
this morning showing minimal changes over the past 24 hours. EUR/USD
continues to change hands in and around the midpoint of the $1.17-1.18 band.
EUR/GBP remains just below the 88p threshold. Elsewhere, similar to
yesterday’s starting level, GBP/USD is trading just above the halfway point of
$1.33-1.34.

Today’s macro diary will generate more interest as it features some important
data releases. Indeed, already this morning we have got a raft of UK labour
market metrics. This included the unemployment rate, which rose, as
anticipated, to 5.1% in the three months to October. Later today, the
publication of the delayed US payrolls number for November will entail some
event risk for the dollar. Meanwhile, the flash December PMI’s from the US,
Eurozone and UK will provide an early read on how these economies are
performing heading into year end. US retail sales for October are also due.
John Fahey, Senior Economist, AIB
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