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Euro continues to march higher

The action on currency markets yesterday saw the euro remain on
the front foot. It has made good ground since Monday. Markets
have reacted very positively to the €750bn Recovery Fund
proposal, which includes €390bn of grants.

In level terms, this has been reflected in EUR/USD building on its
position above the key $1.15 threshold. The pair opens this
morning up close to $1.16, a 21-month high, having briefly tested
this level. At the same time, EUR/GBP has edged up closer to the
91p handle. Meanwhile, cable (GBP/USD) is continuing to change
hands near $1.275.

Elsewhere on markets yesterday, there was a mixed tone to risk
appetite. European equities came under some pressure with the
main indices declining by circa 1%. In contrast, at the close on Wall
Street, the S&P 500 had gained 0.6% as markets shrugged off the
latest escalation in US-China tensions.

Turning to the day ahead, there is once again a relatively quiet look
to the macro data schedule. The main highlight is the latest print of
initial weekly jobless figures in the US. The data will be looked to
for evidence of how the resurgence in new Covid cases in the US is
impacting the labour market. Closer to home, the flash reading of
Eurozone consumer confidence for July is also due.

Overall though, in the absence of any major surprises we would
not expect there to be much of a reaction in the main currency
pairs to the data. Instead, it is more likely that the action on FX
markets will be driven by shifts in sentiment. It will be interesting to
see whether the euro can hold onto its gains against the dollar.

Conor Beakey, Economist, AIB
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GBP/EUR 1.0995 -0.22 -7.01
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EUR/JPY 124.14 O.66 1.90
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