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US labour market data in focus today

The main event of yesterday’'s macro diary was the ECB policy
setting meeting for June. As expected, the Governing Council cut
rates by 25bps, with the Depo rate lowered to 2.0%. Given this was
already fully priced in by markets, attention was centred on what
guidance, if any, would be forthcoming from the ECB regarding
future rate cuts.

In this regard, the ECB was non-committal, continuing to espouse a
data-dependent and meeting-by-meeting approach. However,
President Lagarde’s comments during the press conference did
include some less dovish rhetoric. She stated that the ECB was
nearing the end of its current cycle and policy was in a “good
position” to deal with uncertainty over the coming months.

This suggests there is a lower likelihood in the near term for further
rate cuts. It also implies that the extent of any additional easing is
limited. Futures contract indicate the market is envisaging one more
25bps rate cut before year end. However, barring a shock to the
Eurozone economy, it could also turn out to be the case that
yesterday’s reduction was the last of this easing cycle from the ECB.

From a currency viewpoint, most of the majors have been confined
to relatively narrow ranges over the past 24 hours. Of the action to
register, the euro is modestly firmer following the less dovish ECB
tone. In level terms, EUR/USD opens this morning at $1.143, with
EUR/GBP near 84.4p. GBP/USD is trading at the midpoint of $1.35-
1.36, similar to where it started yesterday. Elsewhere, the yen has
lost some ground, not helped by weaker than forecast macro data.

Looking ahead to today, the focus shifts to the US macro diary, with
a raft of May labour market data due, including the always eagerly
awaited monthly payrolls number. There is some event risk for the
dollar from today’s US data.

John Fahey, Senior Economist, AIB
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Opening Interest Rates
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