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Currency Main focus of the week (S-T view) 

EUR PMI continues to point to gradual recovery, EUR to be solid 

USD Fed wants to cut. USD flat 

JPY Soft CPI data follows soft Q1 GDP data. JPY under pressure 

GBP Weak CPI in the price. GBP on the up  

 
Overnight comment – Copper and Gold rally to record highs 

Asian equity markets opened the week on the front foot as commodity-linked shares 
pushed higher. Both gold and copper pushed up to new highs, while Brent crude futures 
remain around $84.1/barrel. The recent surge in commodity prices, should it prove 
sustained, will make life more difficult for central banks looking to lower rates 
aggressively. We remain in the “Lower, Slower” camp that says central banks will proceed 
cautiously in lowering rates especially given that labour markets in most developed 
economies show few signs of weakness. Chinese banks help the LPRs unchanged as 
expected. UST yields were little changed in the Asian session as was the DXY index, with 
FX volatility pushing back down towards the lows seen in early April.  
 
JGB yields pushed higher at the open to a new decade plus high. At ~0.98%, it looks like 
pushing through the 1.0% level on 10yr JGBs is merely a matter of time. The next Rinban 
operation is on 23 May and investors will be watching to see if the ops are further reduced 
after the reduction in the 5~10yr sector at the start of last week. The bid/cover at the JGBi 
auction was the highest since 2007. JPY positioning was little changed week-on-week as 
of Tuesday according to the weekly CTFC data. The Cabinet office approval rating 
pushed lower still in 3 polls conducted over the weekend. USD/JPY ended the Asian 
session little changed around the 155.70 level.    
 
A 25bp rate cut at the June 6 ECB meeting seems nailed on. Options vol on structures 
that now capture the ECB meeting (3wk) have not enjoyed the usual uptick as the meeting 
comes within the term. Last week’s ECB commentary suggested almost all members are 
happy to cut rates 25bp. The main focus of the ECB meeting will be on the new staff 
forecasts, especially inflation over the forecast horizon and its implications for policy. 
EUR/USD drifted higher through Asian trade and sits around 1.0880 as Europe 
opens.UK house prices pushed up 0.8%MoM in May according to Rightmove. Asking 
prices are now at a record high, surpassing last May’s level. GBP/USD was little 
changed in Asian trade around the 1.2710 level.    
                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

UK – House prices (%MoM, May) --/1.1 

   Source: Bloomberg 

 
Europe. It will be a quiet session in the eurozone today. In the UK house prices are due 
and the BoE’s Broadbent gives a speech on monetary policy transmission, which remains 
a topic of interest given how well the global economy has coped with elevated policy 
rates. Note that Broadbent’s term ends at the end of June. He will be replaced by Clare 
Lombardelli.         
 
US. There are no data today. There are a lot of scheduled Fed speakers but the content 
looks to be mainly introductory remarks. Jefferson’s comments on the economic outlook 
and housing look to be the most promising outlook for policy-relevant commentary. 
Tomorrow, Waller will discuss the economy, which looks like it could be an interesting 
speech.  

Market data 
(Source: Bloomberg)  
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