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USD: G10’s highest yielder
May Day holidays around the world will create thinner trading conditions
today. That bodes well for the US dollar, which is now the highest yielding
currency in the G10
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USD: Dollar becomes G10’s highest yielder
May Day holidays around the world will create thinner trading conditions today. Typically high
yielding currencies perform a little better in environments like these and looking across the G10 FX
space, all roads seem to point to the dollar. USD three-month Libor rates near 2.35% pay
comfortably more than the typical high yielders of the New Zealand and Australian dollars,
arguing that investors need a good reason to run short USD positions in the face of yields as high
as these. Those reasons seem not to exist this week, with President Trump seemingly avoiding a
trade war with the EU (EU relief on steel tariffs apparently extended until 1 June) and what should
be some more positive US data later today. Here, the April ISM should come in near cycle highs
and the market will be focusing on prices paid, which have recently pushed up to the highest levels
since early 2011. We don’t want to stand in the way of dollar strength in the short term and the
US dollar index looks biased to 92.50.

EUR: 200-day moving average at 1.2015
May Day holidays across Europe keep the data calendar largely empty today, with the market
awaiting what should be a softer 1Q Eurozone GDP figure tomorrow. Assuming the ISM data
delivers today – and a market still long EUR – there’s a risk that EUR/USD tests the 200-day moving
average today down at 1.2015. With stronger US data expected later in the week (including
nonfarm payrolls/wages on Friday) EUR/USD downside remains vulnerable. We also note that the
correction in EUR/USD is exposing some USD short positions against Central and Eastern Europe –
especially the Czech koruna. That means the EUR/CZK correction could extend a little higher into
what should be a dovish Czech National Bank rate meeting on Thursday. Please see our CNB
preview.

JPY: USD/JPY correction has further to run
It’s hard to argue with the current run-up with USD/JPY, with lots of focus on potential unhedged
purchases of US bonds by Japanese Lifers. $/JPY to 109.80.

AUD: RBA sounding cautiously positive
The Reserve Bank of Australia held rates unchanged today at 1.5% but delivered a reasonably
positive message of growth near 3% in 2018 and 2019 and inflation not far from target. It doesn’t
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seem unduly concerned over developments in China or commodities markets at this stage, while
seemingly welcoming the slowdown in house prices. Markets are happy to price flat RBA rates well
into 2019, meaning that the AUD has proved vulnerable to the rise in short-term US rates – which
the RBA acknowledges have risen for reasons other than a rise in Fed funds (i.e. a reference to the
Libor-OIS story). In our G10 FX Week Ahead we acknowledge that AUD will face a tough week from
upside risks to US rates, but the local AUD story doesn’t look that bleak. 0.7500 remains key AUD/$
support.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). 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.
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