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

EUR EUR macro backdrop softening. EUR upside capped 

USD Higher front-end UST yields, as 50bp cut is priced out, should prove USD supportive 

JPY BoJ hiking cycle intact. JPY to remain firm     

GBP Lack of data to leave GBP tracking higher 

 

Overnight comment – Elevated expectations 

US tech sector earnings after the bell were strongly positive but the outlook wasn’t sufficient to satisfy 
elevated expectations and US shares dropped in after-hours trading. Asian shares opened lower but 
broadly pared the declines through the session to end only a little lower. UST yields were little 
changed in the Asian session, with the DXY index a little lower. NZD performed on the back of a 
strongly positive business confidence survey. Recall that the RBNZ surprised markets with a rate 
cut at its last meeting.             
 
MoF’s weekly portfolio flow data showed Japanese investors continuing to buy overseas bonds as 
markets gear up for Fed cuts. Japanese investors have shrugged off the market volatility at the start 
of the month – no sign of any repatriation here. Indeed, outflows on the bond side have picked up 
sharply and were at ¥1542bn in the week to 23 August, the third consecutive week of hefty net 
purchases. Consumer confidence was unchanged in August at 36.7. The index remains below its 
long-run average which is around the 40 level. The BoJ would like to see some improvement to be 
confident that the benign wage/price spiral it expects is coming to fruition. Today’s 2yr JGB auction 
saw the highest bid/cover ratio since 2019 at 5.54x vs 4.19x last month. 2yr JGB yields were last 
around these levels in 2009. The curve twist steepened with the long end remaining soft. The yen 
was stable in Asian trade and sits around USD/JPY 144.50 as European trader gets underway.  
 
Eurozone car sales were soft, up just 0.4%YoY driven by weakness in EVs Germany. Polls in the 
Eastern German states of Saxony and Thuringia ahead of elections at the weekend look grim for the 
government with the extreme left and right polling well. EUR/USD nudged off yesterday’s lows 
and sit around 1.1130 as Europe opens. It was a quiet start to trade in the UK. GBP/USD tracked 
EUR/USD higher and the pair sits around 1.3220 as European trade gets underway.  

                 

Today’s Major Events and Data Releases 

Events over coming 24 hours Survey/Prev 

EZ – Economic confidence (DI, Aug) 96.0/95.8 

EZ – New auto registrations (%YoY, Aug) --/4.3 

US – Weekly jobless claims (k) 232/232 

US – GDP, 2nd est (%SAAR, Q2) 2.8/2.8 (p) 

   Source: Bloomberg 

 
Europe. The first of the monthly national CPI releases, Spain (8.00am BST) and Germany/German 
states, are due this morning ahead of the Eurozone CPI figure tomorrow. Both Spain and Germany 
are expected to see quite a sharp drop in headline CPI, driven by energy prices. Spain publishes a 
core figure early but Germany doesn’t. Core CPI is expected to be falling a lot more slowly. The text 
of the EU Commission confidence report contains a chart of economic sentiment vs employment 
expectations – a proxy for labour hoarding. The post-Covid gap has been declining but employment 
is still a little more robust relative to activity than it was pre-Covid. It will also be interesting to see if 
French conditions are boosted by the Olympics as appeared to be the case in the PMI data. Lane 
and Nagel speak at the same conference in Frankfurt.  
 
US. Jobless claims will likely be more important that the backward looking revisions to Q2 GDP. 
Jobless claims are one of the most timely labour market indicators. After spiking in late July, possibly 
due to weather-related factors, claims are now lower again, around June levels. For the Fed, Bostic 
speaks. The US Treasury auctions US$ 44bn of 7yr notes, as well as 4-week and 8-week T-bills.       

Market data 
(Source: Bloomberg)  
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