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EUR/USD breaks through $1.18

Markets adopted a risk averse tone yesterday. Sentiment was hit | Euro/US Dollar Exchange Rate

by concerns over a pick up in new Covid cases, stalemate in the US /
Senate over further fiscal stimulus and a tweet by President Trump | **® //
questioning whether the upcoming elections may be delayed. 116
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Weak macro data also acted as a headwind. The impact of the /\ /J\/\/\//M
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Covid lockdown saw German output plunge by a historic 10.1% /J \/‘ / v
(f'cast -9%). In the US, GDP contracted by 32.9% on an annualised |10 A
basis in the same quarter, though this was slightly ahead of [, . \\wJ \ / \r’\l\'\,/\M/\J
expectations (-34.1%). U
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The risk off mood yesterday was reflected in equities coming under

downward pressure. The main European indices fared worse,
falling by between 2.0-3.0% on the day. In contrast, the decline in  |oss
the US was more modest, with the S&P 500 dipping by 0.4%.

Euro/Sterling Exchange Rate
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On FX markets, the aforementioned tweet by President Trump |®* /'\ A
coincided with some dollar weakness. This saw EUR/USD break [o9° 7
through $1.18 and briefly test above $1.19 already this morning. |oss / N W

Meantime, some support for sterling was reflected in cable (GBP/ o6
USD) climbing above the $1.31 threshold. Elsewhere, EUR/GBP is |~ M /
changing hands at the 90.5p mark. o84
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Turning to the day ahead, the highlight will be the Q2 reading of
GDP in the Eurozone. The forecast is for a record 14.5% quarterly
contraction. At a national level, the Q2 estimates for Italy and Spain Sterling/US Dollar Exchange Rate
are also all due. Overall though, as with the German data s
yesterday, the impact on the euro is likely to be limited. Given the |, . ~ A /
currency’s upward momentum against the dollar, the focus in the v W\/

coming days will be on whether the pair can move up to test the [i26
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$1.20 handle, a level it has spent little time above since 2015. L R/\\/\/\ / W
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