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Cautious mood on markets

There was a cautious tone to risk appetite yesterday. Meantime, a
sparse data schedule to kick-off the week likely contributed to the
lacklustre price action on equity markets. Overall, the Euro Stoxx 50
declined by 0.4%., while the S&P 500 edged down by 0.2%.

In terms of fixed income, the action was more noticeable, with
sovereign yields moving lower across the board. Yields declined by
6-12bps in the US, Eurozone and UK yesterday. The falls were on
the back of a modest softening in market rate expectations.

Markets had a dovish reaction to a speech and remarks by ECB
President Lagarde at the European Parliament yesterday. President
Lagarde reiterated that the ECB will keep policy sufficiently
restrictive to return inflation to 2%, but also noted that the
Eurozone economy is likely to remain weak in the near term.

Eurozone futures contracts softened by around 10bps. Markets are
now pricing in circa 95bps of cuts in the Eurozone next year.
Similarly, US and UK futures contracts also softened, albeit not to
the same extent. Current pricing is consistent with at least 85bps of
cuts in the US, and a minimum of 60bps of cuts in the UK in 2024.

Currency-wise, the main FX pairs were tightly range bound. Of the
limited moves to note, the euro was under slight downward
pressure. This sees, EUR/USD open this morning in the lower half
of $1.09-1.10. Meantime, EUR/GBP remains in the 86-87p range.

Turning to the day ahead, the main data highlight will be US
Conference Board measure of consumer confidence for November.
Elsewhere, remarks from a number of ECB, Fed and BoE officials
will also garner attention.

Daniel Noonan, Economist, AIB
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