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US payrolls ahead today

There was a more positive mood on markets yesterday. The VIX
fell to its lowest level since the end of April. The Euro Stoxx 50 rose
by 0.9%, while on Wall Street, the S&P 500 gained 1.8%.
Meanwhile, OPEC+ announced that it will increase its production
quota to 648k barrels per day in July and August. However, oil
prices rose by over 1% and are currently up near $117 per barrel
this morning, as the market was expecting a larger increase in
future output.

Currency-wise, amid the improvement in risk appetite, the dollar
handed back all of its gains from the day before. It fell by circa
0.9% versus the euro and 0.7% against sterling yesterday. EUR/
USD moved back above the $1.07 threshold in the process.

As trading gets underway this morning, EUR/USD is operating up
at the midpoint of $1.07-1.08 range. Meanwhile, GBP/USD is
changing hands in the top half of $1.25-1.26. Elsewhere, EUR/GBP
opens in the heart of the 85-86p corridor.

Turning to the day ahead, the main release of note will be the
latest US labour market report. An increase of 325k in May is
pencilled in for payrolls, while the unemployment rate is forecast
to inch lower to its pre-pandemic low of 3.5% from 3.6%.
Meanwhile, average earnings are projected to ease back to 5.2%
year-on-year from 5.5% previously.

Elsewhere in the US, the non-manufacturing ISM is expected to
decline but remain well above 50 in May. In the Eurozone, retail
sales data (April) will feature. Barring any major surprises though,
the data may not impact on currency markets.

Daniel Noonan, Economist, AIB
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