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FX Daily: Equity resilience adding to
dollar bearishness
Stocks at record hights dampen haven demand. Here's how that could
affect FX markets this Thursday

USD: Broad weakness
The good performance of equities in spite of the stalemate in US relief package negotiations, virus
data continuing to raise second wave concerns and a fragile geopolitical environment is likely to be
the story of the week in global markets. The S&P500 briefly touched record highs yesterday,
confirming the ability of equities to quickly shrug off negative drivers to sentiment. This remains a
key point in favour of the USD bearish argument. The greenback today is indeed showing
weakness across the board as Japanese equities are following yesterday’s US gains and providing
support to global sentiment.

The economic calendar will not offer catalysts today apart from the weekly jobless claims report.
Initial claims are expected to nudge lower from 1,186k to 1,100k, according to consensus. The
coincidental end of the US$600/week Fed payment may have discouraged fresh filings and this
could favour a lower figure. Still, US politics is likely to remain at the centre of investors’ radars
heading to the weekend: while the announcement of Kamala Harris as Joe Biden’s running mate
has shifted some attention from US stimulus negotiations, the latter remains a key sticking point
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to endorse market reflation hopes.

Despite Secretary Mnuchin reportedly reaching out to Democrat Speaker Pelosi yesterday to take
some steps towards resolving the standoff, the two parts still appear very far apart and a
breakthrough is hardly imminent. The question now is whether this will be enough to prompt a
slowdown/correction in the stock rally. Latest evidence suggests investors may turn a blind eye to
the matter, and the balance of risks remains tilted to the downside for the USD today as well.

EUR: Trade tensions could curb gains
EUR/USD is back above the 1.1800 handle but remains largely driven by the USD leg. The EUR may,
however, lag its G10 peers should US-EU trade tensions heat up again after the USTR added tariffs
to some French and German products amid the long-running dispute regarding EU countries’
subsidies to Airbus

GBP: Consolidation gains
Cable should continue consolidating above 1.3000 in the absence of data/key events in the UK
today. Investors are awaiting the next chapter in the EU-UK trade negotiations, which appear the
true driver of sterling after growth data failed to particularly shake GBP off its recent relatively tight
ranges.

AUD: Good jobs data, but lingering concerns for the future
The jobs report in Australia out overnight was full of encouraging news, as headline employment
rose by an above-consensus 114.7k and full-time hiring showed fresh signs of life (the June jump
in jobs was only driven by part-time hiring). Still, unemployment inched higher on the back of a
higher participation rate.

As our economist Rob Carnell highlights in his note, June and July job increases may be seen as
“easy gains” after the re-opening, but fresh lockdown measures and an economy still operating at
a lower speed will make further gains in jobs figures less likely in the coming months. We continue
to see AUD as more exposed than others to any risk-off correction, but the good risk environment
may add steam to a AUD/USD rally towards 0.7200 today.

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.

https://think.ing.com/snaps/australian-employment-growth-in-july-surpasses-expectations/
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 13 August 2020 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

