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Daily FX Report

EUR / USDEUR / USD
The final December reading for the Euro-Zone PMI services index was revised higher to 49.8 from the flash

reading of 49.1. There were upward revisions to the French and German data with Italian and Spanish readings

also beating expectations as the Spanish sector held in expansion territory for the month.

The Euro posted gains after the European open with an advance to around 1.0625 against the dollar with further

support from a decline in gas prices.

The ISM manufacturing index declined to 48.4 for December from 49.0 the previous month and marginally below

consensus forecasts. The production and new orders components were both in contraction territory for the

month while there was a small net increase in employment. There was a further easing of supply-side pressures

and inflation pressures also continued to subside. The prices component retreated to 39.4 from 43.0 and the

lowest reading since April 2020.

The dollar briefly gained after the US data, but failed to sustain the advance with the Euro finding support below

1.0600 amid further hopes of peak US inflation.

According to minutes from December’s Fed meeting, members welcomed the recent inflation data, but warned

that it would take substantially more evidence of progress to be confident of a sustained downward path. There

were also further uncompromising warnings that interest rates were unlikely to be cut in 2023.

There was, however, agreement that slowing rate hikes would allow the bank to assess inflation and employment

developments. The dollar edged stronger amid the hawkish tone, although there was still a very high degree of

uncertainty over the February rate decision given the focus on flexibility and optionality. The dollar was unable to

gain major support and the Euro traded just above 1.0600 in early Europe on Thursday with further protection

from lower energy costs.

JPYJPY
Treasuries posted net gains into the New York open with the 10-year yield retreating to 3.67%, although the dollar

overall was resilient and traded around 130.60.

The JOLTS data recorded a small decline in job openings to 10.46mn for November from a revised 10.51mn the

previous month, but above market expectations of 10.00mn which suggested that the labour market was still firm

late in 2022. Labour-market data will be watched closely over the next two days.

Treasuries lost ground following the US data, although there was a more substantial reaction in currency markets

as the dollar posted a strong advance to 132.0 against the Japanese currency. Overall yield spreads continued to

undermine yen support when risk conditions were stable.

Minneapolis Fed President Kashkari stated that it was appropriate to continue to increase interest rates at the

next few meetings until the central bank is confident that inflation has peaked. Hawkish rhetoric underpinned the

 

 



dollar as it strengthened further to near 132.50 against the yen.

China’s Caixin PMI services-sector index improved to 48.0 for December from 46.7 and, although still in

contraction, there was a notable boost to business optimism which provided a significant element of relief. The

yen was able to resist further selling and the dollar settled close to 132.50 on Thursday.  

GBPGBP
UK mortgage approvals declined to 46,100 for November from a revised 57,900 the previous month which was

well below consensus forecasts of 55,000 and the lowest reading since June 2020, although there was a stronger

net increase in mortgage lending as repayments dropped sharply. There was a stronger increase in consumer

lending with a substantial increase in consumer credit for the month.

Sterling overall was able to make limited headway during the day, primarily under the influence of solid risk

conditions rather than buying on domestic grounds.

The UK currency posted net gains against the dollar, but was unable to test the 1.2100 level and drifted lower

while the Euro posted a small decline to the 0.8800 level.

With a slightly firmer dollar, Sterling settled around 1.2050 against the US currency as caution surrounding the UK

economy prevailed.

International developments tended to remain dominant on Thursday with the currency trading below 1.2050

against the dollar.

CHFCHF
Swiss consumer prices declined 0.2% for December which was in line with consensus forecasts, although the

year-on-year rate declined slightly more than expected to 2.8% from 3.0%. With inflation still above target, the

National Bank will want to maintain a restrictive policy.

The franc posted net gains after the data with the Euro retreating to below 0.9850 while the dollar dipped to lows

near 0.9250. The franc lost some ground on Thursday with the dollar rallying to the 0.9300 level amid further

choppy global trading conditions.
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Risk warning

This is a marketing communication. The information in this report is provided solely for informational purposes and should not be regarded
as a recommendation to buy, sell or otherwise deal in any particular investment. Please be aware that, where any views have been expressed
in this report, the author of this report may have had many, varied views over the past 12 months, including contrary views.

A large number of views are being generated at all times and these may change quickly. Any valuations or underlying assumptions made are
solely based upon the author's market knowledge and experience.

Please contact the author should you require a copy of any previous reports for comparative purposes. Furthermore, the information in this
report has not been prepared in accordance with legal requirements designed to promote the independence of investment research. All
information in this report is obtained from sources believed to be reliable and we make no representation as to its completeness or
accuracy.

This report is not subject to any prohibition on dealing ahead of the dissemination of investment research. Accordingly, the information may
have been acted upon by us for our own purposes and has not been procured for the exclusive benefit of customers. Sucden Financial
believes that the information contained within this report is already in the public domain. Private customers should not invest in these
products unless they are satisfied that the products are suitable for them and they have sought professional advice. Please read our full risk
warnings and disclaimers (www.sucdenfinancial.com/en/risk-warning-and-disclaimers).


