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Daily FX Strategy: Only short-lived
rebound for sterling
A possible rebound in UK retail sales may help to support sterling
today after a sharp fall earlier in the week. But concern over Brexit will
keep the pressure on  

USD: Fed speakers to have little impact
Two weeks away from the FOMC meeting, markets appear still undecided about the magnitude of
the upcoming easing move. Fed Funds futures are showing implied probabilities split 65%/35% in
favour of a 25bp cut versus a 50bp cut. The Beige Book report, released yesterday, hinted at trade-
related concerns for the US economy. Trade tensions have been the major driver of rate
expectations recently after comments by President Trump raised fears of a possible re-escalation.
The crowded agenda of Fed speakers thus far in the week appears to have had only a limited
impact and we do not expect today’s remarks by Fed members Raphael Bostic and John Williams
to prompt much reaction in the market. Elsewhere, a quiet data schedule should reduce pressure
on the US dollar.
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EUR: Brace for Italian risk ahead
The election of EU Commission President Ursula von der Leyen by a very narrow majority may
have raised concerns about the stability of the newly-formed European administration. What may
be equally concerning, is that only one party in the current Italian coalition (5 Star) voted in favour,
while the League voted against. It is another sign that the already faltering coalition may soon
break down. At this stage, it is fair to assume that markets should prepare for more Italy-induced
volatility in rates and FX markets ahead. Along with a dovish ECB, this may be a temper EUR/USD
upside in the coming months.

GBP: Another attempt to stop a suspension of Parliament
Sterling has staged a timid rebound after dramatically falling on Tuesday. Brexit fears were partly
mitigated by a move by British MPs aimed at averting a Parliament suspension, which may allow
the future PM (in all probability Boris Johnson) to force a no-deal solution. Today, a scheduled
debate in the House of Commons on the matter may provide more clarity. Add to this a possible
rebound in June retail sales, and GBP may stay supported on the day. Nonetheless, we expect the
0.90 level in EUR/GBP to be a solid support for the pair. Looking ahead, we remain highly sceptical
that any GBP rally will prove sustainable and expect pressure on GBP to keep mounting.

AUD: Mixed labour data hint at extended RBA pause
The June jobs report released overnight showed a fairly robust increase in full-time job creation,
although unemployment stayed at 5.2%. The Reserve Bank of Australia cut twice (in June and
July) in an effort to lower unemployment and revamp inflation, and markets are pricing in a 18
basis point cut by year-end. Given unclear indications from the jobs market we suspect that the
RBA may extend its current wait-and-see attitude for the next few months. This should leave AUD
mainly driven by external factors, with the fear of rising trade tensions possibly triggering a
downside correction in AUD/USD, which may test the 0.7018 100-day moving average support.

Author

Chris Turner
Global Head of Markets and Regional Head of Research for UK & CEE
chris.turner@ing.com

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

https://think.ing.com/%7Bpage_6599%7D
mailto:chris.turner@ing.com
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 18 July 2019 3

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

