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Temporary reprieve for risk assets
The July 4th holiday in the US should deliver only a brief reprieve for
risk assets

Source: Shutterstock

USD: The July 4th holiday offers respite
Risk assets may receive a temporary reprieve and the dollar could correct slightly weaker today as
the US enjoys its Independence Day holiday. Far more interest in (and intervention against) a
weaker renminbi from Chinese authorities has slowed the USD/Asia advance and should slow
dollar demand across the board. Optimists can also find some solace in an FT report that the EU is
looking at options of cutting tariffs on auto imports – potentially granting Trump a victory to take
to his voters. The reality is, however, that another round of US tariffs against China is going into
effect on Friday – likely prompting an immediate Chinese response. Not until polls turn
dramatically against Trump (driven by lower equities or activity data) should one expect him to
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change course. Also of note was the IMF’s Article IV on the US released yesterday. Despite the
understandable focus on protectionism, the fund's primary concern was that fiscal stimulus would
trigger an inflation breakout and the Federal Reserve would have to raise the policy rate quicker.
Indeed the IMF pencils in a 3.50-75% Fed Funds target for 2020. It’s hard to be bearish on the dollar
in the current environment and ahead of what should be some good jobs data later this week, we
expect the dollar index (DXY) to find good support ahead of the 94.20 area.

EUR: Services PMIs in focus today
Europe sees the release of services PMI today, expected to show some stability after sharp falls
earlier this year. And the Eurozone Economic surprise index is finally improving after a disastrous
April-June period. Yet the euro bounce looks tough going against a strong dollar and gains over the
1.1720/1750 area will be hard to come by

GBP: World Cup dividend?
Winning a penalty shoot-out is unfamiliar territory to England fans and could help consumer
confidence temporarily. Let’s see what UK services PMI has to say today. We see slight upside risks
after the construction PMI. Cable to 1.3290.

RON: NBR likely on hold today
Our team in Bucharest expects the National Bank of Romania to keep rates on hold at 2.50%
today, with just a 30% chance of a rate hike. The preference will be to gauge the impact of the 200
basis points of hikes seen over the last 12 months, before potentially taking rates higher again in
2019 (we see a peak in the policy rate at 3.25% in 3Q19). Tighter liquidity also means implied
yields on the Romanian leu (RON) are rising again (3-month now nearly 4%). Additionally, the RON
is likely to be under less position-adjustment selling pressure compared to the heavily backed
Czech koruna and Polish zloty. In all, we think the NBR can continue to keep EUR/RON in 4.60-4.70
range.

Author

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

http://www.imf.org/en/News/Articles/2018/07/03/pr18274-imf-board-concludes-article-iv-consultation-with-the-united-states
https://research.ing.com/portal/ING_Research.html#/module=emerging-macro-local-currency-emea
mailto:chris.turner@ing.com


THINK economic and financial analysis

Article | 4 July 2018 3

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 http://www.ing.com.

http://www.ing.com

