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ECB signals rate hikes on the way but euro weakens

Yesterday’s key event, the ECB policy meeting, saw the central
bank announce that a 25bps rate hike is on the cards at its next
meeting on July 21st. It also provided guidance that it would
continue to hike rates in September. In this regard, it did not rule
out a 50bps rate increase at this meeting. Futures contracts have
75bps of hikes priced in for Q3, which includes a 50bps rise in
September. Meanwhile, there was a hardening of rate hike
expectations in Q4, with rates now seen getting to near 1%.

From a currency viewpoint, the euro experienced some volatility
during the ECB’s post meeting press conference. It initially moved
higher. However, despite the hawkish message from the
Governing Council, these moves were not sustained. In level
terms, the EUR/USD pair briefly rose from the $1.07 mark, to a
high of $1.077 before falling below $1.07. Similarly, EUR/GBP rose
to a high of 85.9p before declining and settling in and around the
85p threshold.

Overall, the euro is holding a weaker tone over the past 24 hours.
EUR/USD opens this morning in the lower half of $1.06-1.07.
Meantime, EUR/GBP is straddling the 85p handle. Elsewhere, the
action in GBP/USD has been less eventful, although the pair has
edged lower with the dollar supported by the risk averse tone on
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markets. It starts today below the $1.25 threshold. oo
Looking ahead to today, the key data highlight will be US CPI |13 sterling/US Dollar Exchange Rate
inflation figures for May. There are hopes that US inflation may |37
have or be close to its peak after slowing slightly in April. The |35 Vrf/\\ (SN
consensus is for the headline CPI rate to remain unchanged at |35 1, // Vv \’V\
8.3% in May. Meanwhile, US consumer sentiment in June is |3, ™~ \A AN
forecast to weaken further. 129 Y ~™
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Day * End 2021 1'2113-Dec 10Jan  07.Feb  07-Mar 04-‘Apr 02-‘May 30-‘May
EUR/USD 1.0621 -0.98 -6.57
EUR/GBP 0.8505 -0.64 1.25 Sterling/Euro Exchange Rate
GBP/USD 1.2486 -0.33 -7.71 122
GBP/EUR 1.1754 0.65 -1.23
USD/JPY 133.01 ~0.19 16.36 v
EUR/JPY 142.26 -1.15 8.70

* v Previous Day's European Open
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GBP 1.00 1.22 1.50 2.55 2.95 2.86
All rates quoted are indicative market rates See Next Page For More Rates & Charts
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