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3rd May 2019 

    End Game for Defence Secretary 
▪ BOE keep interest rates on hold, eyes on Brexit 

▪ Manufacturing PMIs confirm German weakness 

▪ FOMC conference raises questions about disappointing q1 inflation 
 

GBP: Carney sits tight 

During the first week of May, the key focus for UK markets 

has been the BOE interest rate decision and minutes 

which were followed by a speech from BOE Governor 

Mark Carney. Financial markets use this as an opportunity 

to digest sentiment from the central bank and anticipate 

interest rate policy. Interest rates were unanimously voted 

to remain unchanged at 0.75%, as expected. Of interest 

during this meeting was how the BOE would react to the 

Article 50 extension and if this would positively impact 

their near-term outlook. It seems that the central bank is taking a cautiously optimistic approach and noted 

that stockpiling as a result of the recent Brexit uncertainty may weigh on growth in the second half of 2019. For 

now, it looks as though the BOE will monitor the Brexit story and that the chance of a rate hike in 2019 is muted, 

unless a Brexit deal should be agreed much sooner than anticipated. 

In politics, we have seen some positive commentary surrounding ongoing Brexit discussions between the 

government and the opposition, however it’s too early to rule this out as more than the natural ebbs and flows 

of Brexit media.  

The major GBP pairs have strengthened through the week appreciating to 1.1660 vs the EUR and 1.3025 vs the 

USD at the time of writing.  
  

EUR: A closer look at the Manufacturing PMIs 

Manufacturing data released on Thursday showed that Germany is struggling to demonstrate the recovery we 

are beginning to see in economies such as Italy, France and Spain where the overall European Manufacturing 

data in the green at 47.9 vs the previous 47.5 release. The German Manufacturing PMI came in at 44.4, adding 

to a long series of underperforming readings.  

On Friday we saw the European Core Consumer Price Index for April released at 1.7%, a significant uptick since 

the last release at 1.4%.  Although this is unlikely to change the ECB’s recent stance towards interest rates, this 



may provide some short-term support for a weak Euro. The EUR/USD has continued its downtrend as the USD 

has maintained its recent strength. The major pair traded down to 1.1156 as of writing. 

 

USD: Looking beyond the Q1 GDP headline number 

The US Q1 GDP released last Friday saw a significant beat at 3.2% vs market expectations with most forecasts 

pegged between 2.0 – 2.8%. Looking beyond the headline number, a few volatile components contributed to 

the growth including inventories. Increased stockpiling, during times of trade tariff uncertainty amongst the 

US-China trade war, may weigh on the US economy as inventories are unwound in the coming quarters.  

This week the Federal Reserve maintained their “wait-and-see” stance and kept interest rates unchanged with 

the Fed funds corridor between 2.25 – 2.5%. During the FOMC press conference, the chair set a fairly upbeat 

tone on the US economy and it’s worth noting that many of the questions during the conference were based 

around the disappointing q1 inflation readings. The Fed responded noting that core inflation remained close to 

target for most of last year and that this year’s drop could almost entirely be blamed on temporary factors. 

Jerome Powell stated that the lower than expected inflation readings were “transitory”.  

We note that the US labour market and wage growth has been strong of late and today’s Non-Farm Payroll 

release will look to confirm the trend. Furthermore, with the first quarters’ strong uptrend in energy pricing, 

there are several factors which have yet to create inflationary pressure. The NFP number has demonstrated 

volatile readings in the past months, from 312K in January to 33K in February before a rebound to 196K in March. 

The consensus for today’s NFP reading is 185K. 

 

 

The week ahead 
 

Monday  

UK Public Holiday 

▪ 8.15: Spain Markit Services PMI (Apr) 

▪ 8.45: Italy Markit Services PMI (Apr) 

▪ 8.50: France Markit Services PMI (Apr) 

▪ 8.50: France PMI Composite (Apr) 

▪ 8.55: Germany Services PMI (Apr) 

▪ 8.55: Germany Markit PMI Composite (Apr) 

▪ 09.00: EUR Markit Services PMI (Apr) 

▪ 09.00: EUR Markit PMI Composite (Apr) 

▪ 10.00: EUR Retail Sales (Mar) 

 

Tuesday 

▪ 07.00: German Factory Orders (Mar) 

 



Wednesday 

▪ 07.00: German Indsutrial Production (Mar) 

▪ 08.00: EU Non-Monetary Policy ECB Meeting 

 

Thursday 

▪ 13.30: US Producer Price Index (Apr) 

▪ 13.30: US Initial Jobless Claims (May 3) 

▪ 15.00: US Wholesale Inventories (Mar) 

 

Friday 

▪ 07.00: Germany Imports/Exports and Trade Balance (Mar) 

▪ 07.45: France Industrial Output (Mar) 

▪ 09.00: Italy Industrial Output (Apr) 

▪ 09.30: UK GDP (Q1) 

▪ 09.30: UK Manufacturing Production (Mar) 

▪ 09.30: UK Industrial Production (Mar) 

▪ 09.30: UK GDP MoM (Mar) 

▪ 13.30: US Consumer Price Index 

 

 

 

 

 

 

 

 

 

 

Despite the UK public holiday on Monday, there are several PMI/Services datapoints from the EU that could 

impact the GBP/EUR pricing for businesses re-opening on Tuesday.  Later in the week we will see US PPI 

and CPI which will be in focus to judge whether pricing pressures from rising wages and energy prices start 

to feed through into headline inflation. UK GDP for Q1 released on Friday will be an important indicator of 

how a turbulent Brexit backdrop has impacted economic during such times of uncertainty, it’s worth noting 

that stockpiling during Q418 may impact the release and GBP volatility around this data point will likely 

increase. 
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