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January look back

For the start of the New Year GBPEUR was under pressure
as the market continued to price in the UK’s departure from
the EU, despite positive UK economic data. One example
being Services Purchasing Managers Index (PMI) coming
in at 56.2, the highest since August 2015. However, the
market also noted the positive inflation data coming out of
the European Union (EU) which on the back of the oil price
saw EU flash CPI jump to 1.1% as well as EU Services

PMI at a healthy 53.1. Ultimately fears of a hard Brexit
forced GBPEUR through important support at 1.1500

until Theresa May's speech on January 17" enabled the
market to buy pounds as it considered her clear and candid
message to the EU. On January 25" the Supreme Court
ruled that parliament had to give consent for Article 50 to
be triggered, this too pushed sterling higher into the end

of the month. The Pound only ceded ground to the Euro at
month end when EU flash estimates CPl and GDP came in
at +1.8% YoY and +0.5% QoQ respectively.

February 2017 UK events

Fri Feb 3

Thu Feb 2 Services PMI

BoE Inflation report and setting of interest rates

02

Fri Feb 10
Manufacturing production MoM

Trevor Charsley - Senior Markets Analyst
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Chart source: Bloomberg, Jan 30"

§ Fundamental data

Base Rate: 0.25%
GDP: +2.2% YoY
CPI: 1.6% YoY
Unemployment; 4.8%
Current account: -526.5 billion QoQ

Fri Feb 17
Retail sales MoM

Tue Feb 14
CPI YoY

10 14 156 17

Wed Feb 15

Average earnings and Unemployment data
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February events, opportunities and risks

The month kicks off quickly with “Super Thursday” and its
BoE inflation report. As the last CPl number was +1.6% YoY
the market will be keen to know how far the UK's central
bank will let inflation rise before pushing interest rates
higher. Now that we have had the Supreme Court’s verdict,
the Government has reacted to ensure that Article 50 will be
triggered by the end of March 2017. It wouldn't be a surprise
if the market started to price this act in to sterling by selling
pounds again. Of course the Euro is affected as well but at
the moment the focus and expectations are for pressure

to start building on the UK economy, as such GBPEUR
downside targets may well be achievable. However, be
aware of the Dutch elections in March, the market is always
forward thinking and if it starts to focus on the existential
question of the survival of the Euro it will be subject to bouts
of weakness. Latest estimates reported in the FT give March
9" as a probable date for Article 50 being triggered.

Tues Feb 21
Inflation report hearings

23

Thurs Feb 23
Second estimate GDP QoQ
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January lookback N o™, February events, opportunities and risks
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The Pound managed to catch the market on the hop as it L é Py \ Itis now time for us to actually see what Donald TrumpIW|||
pushed lower through the 1.2000 level and then bounced ﬂﬁl‘iﬂ !‘M,UWUD Iu;w ' do with the US economy. He has been very vocal applying
aggressively higher from this psychological level, this was l{? gy ReLa YN ’ pressure to US manufacturers as well as some Japanese
after UK Prime Minister May had announced her plan for = and German car producers, we need to see how the non US
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firms respond. Trump has also been critical of China but only
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Brexit in Parliament. The Supreme Court verdict against

the Government and then Theresa May's subsequent ” o s 19% of Chinese exports go to the US, so any actions taken
agreement to publish a whitepaper on Brexit helped push Chart source: Bloomberg, Jan 30" by Trump could not have such a huge effect on the Chinese
GBPUSD higher again. The UK Prime Minister's visit to economy. One way to really get the attention of the Chinese
see President Trump went well with promises of a quick bi US S FU ndam s nta| data ’?ongi:/Zd:\f:r;hjsuﬁet;iigr;tbiizcsoalé:r]eaS1a5r2/e E‘;?ilﬁo_‘ﬁljrgs
lateral trade treaty to be signed as soon as possible after 0 :

i mused over this before but if it came to pass this would
pret FED fUﬂdS: 05%_075% have huge ramifications elsewhere. The?narkets have been
It is important to note that in the aftermath of Trump's very GDP: +1 9% (oQ expecting news on tax cuts and infrastructure spending from
divisive immigration controls, when the USD lost ground to CP|: 9 ,I[y Yoy Trump, mstgad receiving micro mana’Lgementl |f he loses sight
the Yen, Swiss Franc and Euro, it gained against sterling. - +2.170 10 of the big picture economy this won't be positive for the US

I | . 4 7[y Dollar. What is positive for the US Dollar is the interest rate
(Please refer to GBPEUR for sterling releases and more nempioyment. 170 picture, the Fed is still telling the market that it aims for three

sterling comment). Current account: _S1 19.96 billion rate hikes this year and increasing the differential between
' ' US and UK interest rates.

Tues Feb 14

February 2017 US events Ties Feb 28

Fri Feb 3 i Preliminary GDP QoQ
Average Hourly Earnings MoM FED Chair Yellen speaks Conference Board Consumer Confidence

Non-Farm Employment Change Thu Feb 16
Unemployment Rate Building Permits Mon Feb 27
ISM Non-Manufacturing PMI Philly Fed Manufacturing Index Core Durable Goods MoM

0} 03 10 14 15 16 22 27

Wed Feb 1 Fri Feb 10 Wed Feb 15 Wed Feb 22
ADP Non-Farm Employment Change Preliminary Uni of Michigan Consumer CPI MoM FOMC Meeting Minutes

ISM Manufacturing PMI
FOMC Statement
Fed Funds rate

Sentiment Retail Sales
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The main event for the Euro last month was really a non- ulm‘w*ﬂv 'H. The spotlight is still away from the single currency with
event the ECB meeting didn't change anv interest rates | i wy the first European general election being held in March
: ; g e J / P L“-M Wq LM &éaﬂlﬁ)ﬁ" in Netherlands, until then the Euro will be pushed around
and ECB President Draghi insisted that despite final CPI o i = ' . P ou
being at 1.1% he wasn't going to consider any sort of uwmﬂ 'iﬂV - by other currency themes. Euro interest rates are still in
tapering to his Quantitative Easing (QE) programme. The negative territory, it would not be a surprise if the EURUSD
Euro manaaed to oush hiaher against the US Dollar on e rate hit parity sometime this year. Watch out for internal
g P g gau lal . 0 .
Dollar weakness, the FX market still needs convincing that Chart source: Bloomberg, Jan 30 disagreements between Germany and the ECB as European
President Trump’s policies will be good for the US economy, inflation continues to push higher, and Germany gets more
but stayed in recent ranges when compared to sterling as E FU ndam e nta| data \;Cc)gileoi? :F?F:renaarlézlrrr:gtEI\L/JlraoriF;]eeaEemI;[’eerneisst {:E?r?éosgr;heep%?rlwli:?sl
the Supreme Court decision encouraged pound buying. On
. ; ; from Trump's campaign. We know that the electorate can
t?ihp0|ltlcalJ§g Eu;opi Bas blze$ castlngt\;]vT:med Elances BaSB RatE: _04% forgive maFr)ly flawsF,)ingan individual or movement, as long
at the new resident Donald Trump, with Frenc . . b
President Hollande saying that he poses “challenges” for GDP: +U5% 00Q as they see a particular result coming from their vote. In
Europe. 0 this case, if Marine Le Pen is seen as someone who can
GPI: +1 8/[] YoY protect the French population and take France out of the
; : ; Euro, which is not allowing them to devalue against the ever
The first Qf three Europeanl elections and possibly four Unemmﬂymeﬂt: 96% Hictont G e h 9 . : Cg vh
this year is the Dutch election on March 15™. Polls are efficient Germans she has a chance to win. Currently her
beginning to indicate a radical change in Government could Trade ba|anCBI +€227 hl”lﬂﬂ MUM closest r|v§|, Fillon, is facing embezzlement allegat}ons which
be possible. may see him drop out and produce a French election result
that shocks the world.

February 2017 EU events

Fri Feb 10
EUR German final CPl MoM

Thu Feb 2 Tue Feb 14 Tues Feb 28

; ; EUR German preliminary GDP QoQ CPI Flash Estimate YoY
ECB President Draghi speaks EUR Flash GDP QoQ ash Estimate Yo

02 03 14 15 22 28

Fri Feb 3 Wed Feb 15 Wed Feb 22
EUR Final Services PMI EUR Trade Balance EUR German IFO Business Climate
EUR Retail Sales MoM EUR Final CPI YoY

EUR Flash Services PMI
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Donald Trump’s inauguration polarised opinion as some 'Pﬂﬂmw, w Iw m 1 [ ‘rﬂm% b= The main concern for the currency pairs in the rest of the
partied with the new President while others protested. "‘?ﬂqﬁﬂwwh ﬁu e Worlq is exactly how the new President Trumps ’Frade policy
As soon as he became President “The Donald” was quick I\ ﬂ‘ﬂ . |sSgo,|ng .to affect tfhem. China COU|(|j egsﬂg bg:efg from thhg
off the mark with his Executive orders. He announced his ‘Wmﬂﬂ ;Jgré esmvgmdar:ﬁar:agoi?; t)hvjnTE)algrf:ﬁ:j[clrcad ea::elztieasﬁbnee’[:/iefn
intent to renegotiate the North American Free Trade Treaty B . . . :
(NAFTA) initially causing concern for both Mexico and s QUL TE M e e s s ““"”“"”’”““"‘"".””‘”"”' *"t‘;“ Asian COUI’]’[H?S. However, it could sgffer I.f Trum.p aCtua“y .
Canada, but he then signed off on the Keystone XL and Chart source: Bloomberg, Jan 30 followed up his verbal assault on China with action. Australia

’ 1 oineli ; ; i in the wash if the situation between the
Dakota access oil pipelines, effectively helping Canada and . will be caught upin : .
leaving only Mexico on the “naughty step”. The Loonie ook AUD €CONOMIC data U fggegrgseﬁogzzrma;:ji::cv'er:gsbg;;fgzzi frfcn;nﬂy
advantage of this and managed to gain some 2.5% on the 1= Te , .
US Dollar for the month. Trump also started the process to Uﬁ ; | G h R g 1 5[y diminished) over Trump’s plans for the NAFTA treaty. Mexico

; ; ; IClal Lash rate: 070 will take the largest hit as they export 82% of their total

build a wall between the US and Mexico, which so annoyed g y €xp
the Mexican President Nieto that he cancelled a proposed GDP +1 8% YUY equrts to th,e US but Canada ha§ to be careful to ensure
meeting between the two leaders. It is apparent that Trump BP| . 5[y Y Y that it can still trade as freely as it currently does with the
doesn't like trade agreements between many countries - 07010 Us.
and prefers bi lateral agreements so he also signed off on ' 0
withdrawing from the Trans Pacific Partnership deal. Finally, Unemp|0ymeﬂt. 58A]
Trump’s immigration policy was bluntly applied at the end Burreﬂt account: —AUD 114 h||||[]ﬂ

of the month, which upset and infuriated both Governments
and people in the Global economy.

February 2017 RoW svents

. . Thu Feb 16
All time references are in GMT AUS B o e e oy Fob 23

Tues Feb 14 Unemployment Rate Private Capital Tue Feb 28

Mon Feb 6 NZD Retail Sales QoQ i
AUD Retail Sales MoM Wed Feb 8 I Expenditure QoQ e

NZD Inflation expectations QoQ NZD Official Cash Rate Tues Feb 21 _
Decision and Statement NZD Dairy Milk Auction

03 06 07 08 10 15 16 20 21 22 23 24 28

Tues Feb 7 -
Fri Feb 3 AUD Cash rate decision and rate statement Wed Feb 15 Mon Feb 20 Wed Feb 22 Fri Feb 24

CNY Caixin CAD Trade balance Fri Feb 10 CAD Manufacturing Sales  AUD Monetary Policy CAD Core Retail Sales CAD CPI MoM

Manufacturing PMI" NZD Dairy Milk Auction CAD Employment Change ~ MoM meeting Minutes MoM
and Rate
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