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Daily FX Report

EUR / USD
The headline Euro-Zone CPI inflation rate declined sharply to 9.2% for December from 10.1% the previous month

and below consensus forecasts of 9.7%. There was, however, an increase in the core rate to 5.2% from 5.0% and

above expectations of 5.0% which will cause concern within the ECB.

There was a net recovery in business confidence for the month with business and consumer confidence

strengthening to 95.8 for December from 94.0 previously.

US non-farm payrolls increased 223,000 for December and slightly above consensus forecasts of 200,000 while

the November increase was revised slightly lower to 256,000 from the original estimate of 256,000.

Manufacturing jobs increased 8,000 on the month and there were gains in most categories, although there was a

dip in demand for temporary help. The increase in government jobs was also held to 3,000 on the month.

The unemployment rate dipped to 3.5% from 3.6% and below expectations of 3.7%. There was a small increase in

the participation rate while the household survey recorded a surge of over 700,000 in the number of people

recorded as employed. Average hourly earnings increased 0.3% with the annual increase slowing to 4.6% from

4.8%, the lowest reading since August 2021 and well below expectations of 5.0%.

Markets tended to focus on the wages component which increased hopes that underlying inflation pressures

would moderate and allow a less aggressive Fed policy stance. The dollar edged lower in an immediate response

to the data and selling pressure intensified later in the session after the much weaker than expected business

confidence data. The Euro posted a strong advance to above 1.0600 as the US currency crumbled with highs just

below 1.0650.

The dollar remained on the defensive on Monday, especially with equities making further headway and the Euro

advanced further to around 1.0685.

JPY
Treasuries posted initial gains following the US jobs report amid the focus on wages. The US ISM non-

manufacturing index posted a sharp decline to 49.6 for December from 56.5 the previous month and substantially

below consensus forecasts of 55.0. There was a sharp slowdown in business activity growth and the new orders

component dipped sharply into contraction territory. Employment also edged lower on the month while supply-

side stresses also eased. There was a limited slowdown in inflation pressures with the prices index retreating to

67.6 from 70.0. Historically, this level for the ISM index would tend to suggest a slight contraction in overall GDP.

Treasuries posted further strong gains after the data with the 10-year yield sliding to below 3.60% while equities

posted strong gains.

The dollar posted sharp losses with a slide to below 132.50 against the yen. Fed Governor Cook stated that

recent data suggests that worker compensation is starting to decelerate, but inflation is still far too high. The

dollar was unable to regain territory and retreated further to lows at 132.00.

 

 



There was further optimism over the Chinese outlook on Monday as border restrictions were removed. The yen

lost some ground on the crosses, but the dollar was also under pressure as US yields retreated further. The US

currency retreated to lows below 131.50 against the yen before a recovery to 131.70.

GBP
The UK PMI construction index declined further to a 48.8 for December from 50.4 previously, below consensus

forecasts of 49.6 and the weakest reading since May 2020. New orders contracted and employment declined for

the first time since January 2021 while there was a further net easing of cost pressures. Companies were

pessimistic over the outlook with only the sixth negative reading on record. Sterling remained vulnerable after the

data with lows just below 1.1850 against the dollar.

There was a sharp reversal after the US jobs data with Sterling surging back above 1.2000 against the dollar.

There was a further rebound to highs fractionally below 1.2100 at the US close as equities posted strong gains. As

risk appetite improved, the Euro also surrendered gains to retreat to near 0.8800 from 0.8870 highs.

There were further concerns surrounding the UK outlook while Bank of England MPC member Mann expressed

concerns over inflation trends. Risk trends remained dominant on Monday with optimism remaining dominant.

Sterling advanced to just above 1.2150 against the weaker dollar while the Euro also edged lower to 0.8790.

CHF
The Swiss franc overall struggled to make headway on Friday, especially with demand for risk assets following the

US jobs data. The latest US data also bolstered confidence in a soft landing for the US economy which curbed

franc support. The Euro posted a net advance to 0.9870 while the dollar retreated rapidly from highs above

0.9400 to trade below 0.9300 at the European close. The franc struggled to make headway on Monday, but the

dollar retreated to just below 0.9250.
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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
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