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Morning Comment

AIB Treasury Economic Research Unit

Sterling edges higher

There was a positive tone to investor sentiment yesterday. Equity markets
moved higher on both sides of the Atlantic for a second consecutive day.
The Euro Stoxx 50 gained 0.5%, while on Wall Street, the S&P 500 rose by
0.6%, registering a new all-time high in the process. The move coincided
with a decline in oil prices, as Brent crude briefly dipped below $100 per
barrel. However, oil prices rose late on, meaning Brent crude is just above
$100 per barrel again this morning.

On bond markets, yields moved slightly lower across the board. 10-year US
Treasury vyields and UK Gilt yields declined by 4-5bps. At the same time,
German Bund yields fell by 1-2bps, led lower by the short-end of the curve.
Spreads between German and other Eurozone sovereign yields narrowed
markedly also. Most notably, the spread between French and German 10-
year yields closed by circa 8bps to around 130bps.

Amid the more positive mood on markets, the dollar and other traditional
safe havens, such as the yen and the Swiss franc were on the defensive.
Overnight though, they have recovered some of their losses. At the same
time, sterling has been holding a slightly firmer tone over the past 24 hours.

In level terms, EUR/GBP opens today nearer to the halfway mark of the 84-
85p band. GBP/USD is at the midpoint of $1.32-1.33. Elsewhere, EUR/USD is
changing hands in the lower half of the $1.12-1.13 corridor. USD/JPY is in the
bottom region of the ¥158-159 range.

Already this morning, German industrial production figures show output
rebounded sharply by 2.0% in August, having contracted by 1.2% in July.
However, the release has not impacted the euro in early trading. The
remainder of today's macro schedule is quite sparse. On the monetary
policy front, the Fed FOMC meeting minutes from September will be
released after the close in Europe.

Daniel Noonan, Economist, AIB
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