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EUR/USD above $1.15

There was a risk-off tone to investor sentiment yesterday, amid relatively light
trading conditions at the start of the week on financial markets. Market
holidays across Europe partly contributed to this. Meantime, in the US, the
cautious mood from investors appears to have stemmed from two sources.
Firstly, a lack of progress in signing new trade deals since the tariffs were
paused for 90-days. Secondly, concern that President Trump may try to
influence monetary policy, after he criticised Fed Chair Powell over the
weekend.

Against this backdrop, US equity markets moved lower, Treasury vyields
climbed higher, while the dollar depreciated further, in what looks to be an
extension of the “Sell America” theme currently on markets. The S&P 500
declined by 2.4%, while the Dow Jones Industrial Average shed 2.5%.
Elsewhere, long-dated US Treasury yields moved 4-10bps higher yesterday,
meaning the 10-year yield is now back above 4.4%. However, the 2-year yields
fell by S5bps, amid a slight softening in US market rate expectations. Futures
contracts pricing now suggests the Fed will cut rates up to 4 times this year.

The leg lower in the dollar was broad-based, and continued to benefit the
euro, as well as traditional safe havens such as the yen and the Swiss franc.
The greenback shed circa 1% versus all three currencies. Against this backdrop,
EUR/USD moved above the $1.15 threshold for the first time in three and a
half years. As trading gets underway this morning, EUR/USD is in the lower half
of $1.15-1.16, having reached a high of $1.1573 yesterday. EUR/GBP is at 86p.
GBP/USD is north of the $1.34 mark. USD/JPY is back below ¥140.

Turning to the day ahead, the macro calendar is limited on both sides of the
Atlantic. The main data release of note will be Eurozone consumer confidence
for April. Meantime, remarks from a number of ECB, Fed and BoE officials will
garner attention. US trade policy related news flow may also influence investor
sentiment.
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