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Softer dollar amid weaker US data

There was plenty for markets to digest last week with some key
data, elections and a central banking forum. Currency-wise, the
dollar was holding a softer tone. The main catalyst for this was the
weaker than expected non-manufacturing ISM (June). Meantime,
while headline US payrolls (June) were better than forecast, there
were downward revisions to prior months, the private sector metric
disappointed and the unemployment rate was higher than forecast.

Looking ahead, politics will remain in the market’s thoughts this
morning. Investors will be digesting last night’s result from the
French election, where the ‘Left Alliance” unexpectedly became the
largest grouping. There was some marginal downward pressure on
the euro in the immediate aftermath. The prospect of a hung
parliament/political deadlock will mean that French politics will
remain a potential source of headline risk for the currency.

Data-wise, this week’'s macro calendar features two main
highlights. For sterling, we get the UK monthly GDP numbers for
May. Growth is expected to have picked up modestly (f’cast for
0.2% m/m), after being flat at the start of the quarter. From a dollar
perspective, with the Fed being very much ‘data dependent’ in
determining when to start to cut interest rates, the CPI inflation
report for June is important. Fed Chair Powell commented last
week that recent data “suggest that we are getting back on a
disinflationary path”. His testimony this week before Congress will
also warrant attention. The Eurozone data diary is sparse.

The weaker dollar tone is reflected in EUR/USD starting the week
above $1.08. The combination of a softer dollar and a modest post-
UK election bounce for sterling sees GBP/USD up at $1.28.
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Meanwhile, EUR/GBP is trading near to the midpoint of 84-85p. 126 V”‘V~ V
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Day * End 2023 09-Jan 06-Feb 05-Mar 02-Apr 30-Apr 28-May 25-Jun
EUR/USD 1.0816 -0.04 -1.99
EUR/GBP 0.8446 -0.33 -2.56 Sterling/Euro Exchange Rate
GBP/USD 1.2806 0.30 0.60 119
GBP/EUR 1.1835 0.33 2.63
USD/JPY 160.54 -0.06 13.81 - A
EUR/JPY 173.69 -0.09 11.60 \
* v Previous Day's European Open
See Next Page for More Rates 117 ~
Opening Interest Rates
Money Market Swap Rates 116 N
Base Rate 1-Mth 3-Mth 1-Yr 2-Yr 5-Yr
usb 5.38 5.44 5.57 5.22 4.76 4.24
EUR 4.25 3.64 3.71 3.51 3.19 2.87 115 \ \ \ \ \ \
09-Jan 06-Feb 05-Mar 02-Apr 30-Apr 28-May 25-Jun
GBP 5.25 5.17 5.08 4.82 4.71 4.21
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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