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Final Fed FOMC of 2024 in focus

Equity markets moved lower on both sides of the Atlantic yesterday, with
the Euro Stoxx 50 falling by 0.1% and the S&P 500 finishing down by
0.4%. Meantime on bond markets, US Treasury and German Bund yields
declined by circa 1-2bps. In contrast, Gilt yields rose by 6-9bps along the
curve, amid a marked hardening in UK market rate expectations.

UK futures contracts firmed following the release of sticky UK wage
inflation data for October. Average earnings growth jumped to +5.2% y/
y, up from +4.4% y/y in September, and well above the consensus for
+4.6% y/y. Current pricing indicates that the market sees just a 5%
chance of a rate cut from the BoE this week, and only a 50% probability
of a rate cut at the following meeting in February. In total, around 50bps
of policy easing is priced-in by the end of 2025, compared to roughly
70bps at the start of the week.

On the currency front, sterling was in the ascendancy vyesterday.
However, sterling handed back some of its gains late in the European
session. As trading gets underway this morning, EUR/GBP is operating
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