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

EUR ECB cut priced in. Focus on forecasts 

USD Solid labour market data to keep USD supported 

JPY JPY to catch up with rising JGB yields?  

GBP Quiet data week leaves GBP at the mercy of risk appetite  

 
Overnight comment – Election results lift INR. ZAR and MXN little changed 

Over the weekend it has become increasingly clear that the ruling ANC did poorly in Thursday’s 
election, slumping to ~40% of the vote. Currently the market-friendly Democratic Alliance seem the 
most likely coalition partners. ZAR was little changed. Meanwhile, in India, exit polls suggest Modi’s 
BJP will win a landslide victory with an increased majority. Indian assets rose with INR pushing 
higher. News that South Korea may have large oil and gas reserves saw shares push higher with 
KRW leading Asian currency gains. Exit polls suggest Mexico’s election is in line with expectations, 
with the ruling party maintaining its grip on power. MXN is little changed. OPEC+ extended cuts as 
expected at least through end September and the plan is for them to be gradually phased out. CFTC 
data show USD longs trimmed further last week continuing the trend seen in May. Oil nudged a 
lower in the Asian session. Asian manufacturing PMI data were mixed. UST yields were little 
changed and the DXY index was a little higher.   
 
Japan’s capex data were weaker than expected, suggesting Q1 GDP is not likely to be revised 
higher, when the data are released on 10 June. One of Japan’s major lifers said that superlong yields 
had risen to attractive levels but that it was “only slowly” increasing buying in the sector. JGBs were 
firm but the long end again lagged hint that life insurer sponsorship of the sector may be less firm 
than assumed. USD/JPY ended the session little changed around the 157.30 level.  
 
S&P lowered France’s credit rating late on Friday. S&P said that the deficit would remain above 3% 
through 2027 despite planned reforms and the expected recovery. The downgrade will not help the 
prospects of President Macron’s Renaissance Party in the EU elections which get underway on 
Thursday. OATs lagged Bunds but only modestly so, as yields edged lower at the open. EUR/USD 
flatlined during Asian trade to open in Europe around the 1.0850 level. In the UK, the Institute 
of Directors economic confidence metric rose to -3, its highest since September 2021. The Institute 
said that the green shoots of recovery were clearly visible. GBP/USD ended the Asian session 
little changed, trading around 1.2735. 

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – M’fact PMI, final (DI, May) 47.4/47.4 (p) 

UK – M’fact PMI, final (DI, May) 51.3/51.3 (p) 

US – ISM m’fact (DI, May) 49.7/49.2 

US – Vehicle sales (mn saar, May) 15.82/15.74 

   Source: Bloomberg 

 
Europe. It is a quiet start to trade in Europe with just the final manufacturing PMI reports due in the 
eurozone and the UK. The UK election is on-going but nothing has happened to boost the 
government’s very dim prospects. The main focus of the week will be ECB monetary policy, with the 
ECB widely expected to kick off its easing cycle with a 25bp cut on Thursday.               
 
US. The ISM data imply that the US manufacturing sector is under the weather. That said conditions 
seem better than they looked for most of 2023 and a return above the 50 level is not impossible. The 
prices sub-indices are also of interest as disinflation, which is being led by the manufacturing sector, 
looks to be running out of steam. Vehicle sales are one of the first hard data points on consumer 
activity on the month. Dealer discounts suggest sales will remain firm.      

Market data 
(Source: Bloomberg)  
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