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Better than expected data aid the dollar

The moves on currency markets last week were relatively limited,
with the main pairs generally confined to narrow trading ranges.
Although, the dollar did move higher at the end of the week. The
greenback was supported by better than expected data. On Friday,
non-farm payrolls came in at 1.7m (fcast +1.5m), while the
unemployment rate edged down to 10.2% (f’cast 10.5%).

Meanwhile, sterling experienced some support following the
conclusion of the BoE meeting which saw the central bank revise
up its macro projections by more than had been anticipated.
However, the currency failed to hold onto most of these gains.

In level terms, the firmer dollar tone is reflected in EUR/USD
opening this morning back below the $1.18 level. At the same time,
cable (GBP/USD) is operating back down at the midpoint of $1.30-
1.31. Meanwhile, EUR/GBP is changing hands within the 90-91p
range, having at times tested below the lower end of this band.

This week, there is a raft of UK data due for Q2, including the first
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estimate of GDP and the labour market bulletin. Of particular | /\/ PN
interest will be the June GDP figure as lockdown restrictions were /
eased considerably in the month. However, sterling impact may be |*® 1T~
relatively limited in the absence of a major surprise. 082 : : : : : :
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In the US, updates on how the economy has been progressing
through July will be provided by the retail sales and industrial Sterling/US Dollar Exchange Rate
output reports. Despite the re-imposition of Covid restrictions, data w
have continued to print ahead of expectations. If this continues, it |, . A A
could provide some support to the dollar. Meanwhile, there is little W\/ \
out to be of influence to the euro, with Q2 employment figures and 126 \ A -
industrial output for July the highlights. L [\M / W
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