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Currency Main focus of the week (S-T view)
EUR Data not likely to be supportive. Drifting lower
USD A more volatile political outlook may support USD
JPY BodJ speculation to support JPY
GBP Lack of data leaves GBP at risk

Overnight comment — Competing pressures

Tech stocks led US equities higher and enjoyed some respite in the Asian session,
with Taiwan’s Taiex up 2.8%. Elsewhere, shares were more mixed, with the Topix
and Kospi mildly higher and Chinese and Indian shares a little lower. UST yields
eased off yesterday’s highs in the Asian session, while the DXY index ended Asian
trade little changed. VP Harris looks to have wrapped up the Democratic nomination
but we note that Trump is still more favoured in the betting odds than before the
assassination attempt.

The pre-meeting moves ahead of the 31 July meeting illustrate the competing
pressures on the BoJ. Yesterday, the media reported that the BoJ has concerns
about consumption being sufficiently strong to withstand a tightening cycle, which
argues for delaying a hike. This is why some at the BoJ want more time to assess
the wage situation to ensure that the small companies have to come extent followed
larger ones in pushing wages higher. In contrast, the political pressure to act is also
rising. Yesterday, Toshimitsu Motegi, LDP heavyweight and possible successor to
PM Kishida, said “The BoJ needs to clearly communicate that it will firmly proceed
with the normalization of monetary policy”. The weak yen is one factor weighing on
the Cabinet’s approval ratings and the politicians see tighter BoJ policy as one route
to easing this pressure. We expect that the BoJ will lower Rinban purchases in the
late July meeting and lift rates in the autumn. USD/JPY nudged lower through the
session to sit around 156.45 as JGB yields edged higher.

This morning the ECB’s Guindos noted that September was a more convenient
month for policy decisions and that wages were starting to slow down. Guindos
seems happy to hint at a cut in September after a slew of speakers have been keen
to stress that September is not a done deal. EUR/USD slipped a little late in the
Asian session to sit around 1.0880 as Europe opens. It was a quiet start to trade
in the UK. GBP/USD tracked EUR/USD lower to sit around 1.2915 as Europe
opens.

Today’s Major Events and Data Releases

Events over coming 24 hours Survey/Prev
EZ — Consumer confidence (DI, Jul) -13.5/-14.0
US — Existing home sales (%MoM, Jun) -2.9/-0.7

Source: Bloomberg

Europe. ECB Chief Economist Lane is set to give the opening remarks at a joint
ECM/IMF/IMFER on “Global challenges and channels for fiscal and monetary
policy”. A 2yr Schatz will be issued this morning.

US. 2yr supply may see some additional pressure on front end UST yields, with 5yrs
and 7yrs on Wednesday and Thursday, respectively. It also a session with a heavy
earnings schedule. On the data front its only existing home sales due.
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