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FX: ECB minutes to feed market doves?
Any hint of a possible shift in the European Central Bank's forward
guidance – possibly at the late July meeting – will put the euro under
pressure 
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USD: CPI should avert another leg lower
Yesterday’s testimony by Federal Reserve Chair Jerome Powell and the FOMC June minutes helped
defy the (very few) remaining doubts that a rate cut is coming at the end of this month. This
triggered a broader repricing across the curve, with the OIS curve shifting down by about 10 basis
points in the 3-month, 6-month and 9-month tenors. However, US dollar weakness is unlikely be
extended today, when focus will be on the June inflation report. Our economists expect headline
inflation to slow down – mostly triggered by low gasoline prices – while core CPI should stabilise at
2%, in line with the market consensus. In light of the dovish repricing overnight we may need to
see a materially weaker reading to keep pushing the USD down further today. Elsewhere, Powell’s
second day of testimony should have very limited surprise potential. In turn, we expect DXY to stay
close to the 97.00 area today.

EUR: Calendar suggests downside risk
The euro has posted the smallest gains among G10 currencies amid the US dollar's sell off in the
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past 24 hours. Today’s calendar is likely to keep further EUR/USD upside limited. The key event is
the release of the ECB June minutes, where any hint of a possible shift in forward guidance –
possibly at the late July meeting – will keep a lid on the euro. Some further pressure may also
come from remarks by the ECB’s Benoit Coeure (1115 GMT) should he reiterate his recent openness
to another round of quantitative easing. The balance of risks for EUR/USD seems skewed to the
downside and the pair may fall back below the 100-day moving average (1.1256) during the day.

GBP: EUR/GBP should stay below 0.90
Bank of England policymaker Silvana Tenreyro backed the market's dovish expectations (23 basis
points of easing expected by end-2020) indicating that the inflation outlook may not justify a rate
hike. The OIS curve was broadly stable on the comments. Meanwhile, former Prime Minister John
Major has threatened a judicial review should Boris Johnson bypass parliament to force a no-deal
exit. The option of suspending parliament continues to face fierce opposition across UK politicians,
which may keep no-deal Brexit probabilities in check for now. In turn, GBP may consolidate current
gains versus the USD today, while holding below 0.90 against the euro.

SEK: Will inflation move the curve?
In its 3 July monetary policy meeting, the Riksbank hinted at a 2019 rate hike. Nonetheless, a
stubbornly flat OIS curve suggests the market is reluctant to embrace such tightening
prospects. Today’s release of the June CPI report should create some short-term volatility in the
Swedish krona but only a significant upside surprise is likely to move rate expectations. The risk for
EUR/SEK today lies to the downside, with the pair possibly testing the 10.592 100-day moving
average support level.

Author

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.

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

mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 11 July 2019 3

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 http://www.ing.com.

http://www.ing.com

