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Currency Main focus of the week (S-T view)
EUR France the focus. Downside is path of least resistance
USD Fed speakers the focus in the wake of FOMC but safe haven demand to dominate
JPY BodJ disappointment vs global risk appetite.
GBP BoE hold to have limited impact amid risk-off backdrop.

Overnight comment — Less downbeat

Another day, another new high for US equities, led by large tech stocks. Asian equites tracked
modestly higher too. UST yields were little changed as the Fed’s Harker said he saw one cut by year
end if the data unfold as he expects, although he conceded that zero or two were possible. He added
that he wanted to see several more months of improving inflation data, which would seem to rule out
July and possibly September as well from his perspective. AUD firmed a little in the wake of the RBA
press conference. The Bank left the policy rate unchanged and in the press conference Governor
Bullock said that the case for a rate hike was discussed. ZAR continues to hold firm amid volatility
elsewhere as investors hope for good things from the new coalition agreement. The new Cabinet
ministers should be decided soon.

The monthly Bloomberg survey for Japan showed respondents still expecting the overnight call rate
to top out close to 0.75% but the timing of the hikes was slightly earlier, with the first hike in Q4 24
and another in Q3 25. The JGB curve bear steepened, with 30yrs leading the sell off, in line with
overseas yields. The BoJ’s Ueda reiterated that a July hike was possible, while Rinban volumes
were left unchanged. USD/JPY drifted lower early in the session but subsequently reversed
direction to end little changed around the 157.90 data.

The FT reports that French businesses are courting Le Pen, driven by fear of the hard left alliance.
This lack of confidence that Macron can act as a bulwark against extremism is pushing voters to the
wings. EGB yields opened lower. As long as yields are declining, the debt sustainability issues for
France will look less bad regardless of any French underperformance vs other EGBs. This morning
Bunds are underperforming vs other EGBs. EUR/USD was little changed in Asian trade and sits
around 1.0730 as Europe opens. It was a quiet start to UK trade, with GBP/USD drifting a little
lower through Asian trade to sit around 1.2690 as Europe opens.

Today’s Major Events and Data Releases

Events over coming 24 hours Survey/Prev
GE — ZEW expectations (DI, Jun) 50.0/47.1
EZ — CPI, final (% YoY, May) 2.6/2.6 (p)
US — Retail sales (%MoM, May) 0.3/0.0
US — Ex auto, retail sales (%MoM, May) 0.2/0.2
US — Industrial production (%MoM, May) 0.3/0.0

Source: Bloomberg

Europe. In the eurozone the second estimate of CPI for May is due. In his speech on Monday, ECB
Chief Economist Lane noted that he preferred the second estimate due to the rich detail available.
The ZEW index is expected to nudge higher suggesting investors remain upbeat. For the ECB, Knot,
Cipollone, Guindos and Vijcic all speak. Its will be a quiet session in the UK with the next focus on
Wednesday’s CPI data and Thursday’s BoE meeting.

US. Busy day ahead with lots of data including retail sales and industrial production as well as a
heavy roster of Fed speak, including Logan, Kugler, Musalem, Collins, Barkin and Goolsbee ahead
of Wednesday’s holiday. Aggregate payroll earnings were solid in May after weak growth in April,
which will keep overall consumption solid. Given retail sales is focussed on goods it may be a little
soft vs overall consumption on the month but it should nonetheless pick up after a weak April.
Restaurant spending within the retail sales report is seen as a proxy for services spending.

Market data
(Source: Bloomberg)
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