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Cautious start to the week

There was a mixed tone to financial market sentiment at the
beginning of the week yesterday. Covid-19 related headlines
weighed on risk appetite. This included the WHO reporting that
there was a record rise in global infections on Sunday, while
concerns have emerged over the spread of the virus in southern
US states. The main European indices generally struggled, with the
Euro Stoxx 50 down 0.8%. However, Wall Street managed to close
higher, with the S&P 500 up 0.6%.

On the currency front, the dollar started the week holding a
modestly softer tone. This was evident in it giving up some of its
gains from last week against the euro and sterling. Concerns over
the aforementioned increase in Covid-19 cases in the US may at
the margin have been unhelpful to the dollar.

The slightly weaker dollar tone is reflected in EUR/USD opening
this morning up at the midpoint of the $1.12-1.13 band. At the same
time, cable (GBP/USD) is changing hands back up in $1.24 territory.
Meantime, the action in EUR/GBP has been uneventful over the
past 24 hours and the pair opens once again near 90.5p.

Today, the flash PMls for June in the Eurozone, UK and US are the
key macro highlights. The composite indices in the regions are
expected to have continued to improve (albeit remaining at
relatively low levels). Such an outcome would provide further
tentative signs of a rebound in activity heading into the second half
of the year.

However, barring a major surprise, the PMIs may not have much
directional impact on forex markets. The main pairs have generally
been largely unresponsive to the data results in recent weeks.

John Fahey, Senior Economist, AIB
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