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Regular readers will know my view on European PMIs,

and 18 months of largely indifferent price action has

vindicated that scepticism.  Today could be different

though. With Bund/OAT spreads widening again, a

weak survey print could put further pressure on the

single currency, which so far has done surprisingly lit-

tle of the heavy lifting behind the recent moves lower

in EURO crosses.

I remain long CHF and JPY against both the USD and

EURO and will add on any weakness this morning.

YEN strengthened again O/N before reversing the

move after Economy Minister Kiuchi said that Japan

has yet to meet the conditions for officially declaring

victory over deflation, even though inflation printed

2.1% O/N.  With 10-year US yields back below 5%

and remaining concerns around Tech, selling/adding

on rallies in USDYEN and EURYEN remains the bias.

I appear to have mislaid my invitation to the NOK

party. Slightly irritating, as it increasingly looks like a

rather good one.” But with momentum indicators for

NOK rising further into overbought territory,  I remain

reluctant to chase at current levels and would rather

wait for a pullback before re-engaging, although if

energy prices keep rising, I may be waiting quite some

time. AUD was an underperformer O/N on weaker PMI

data and comments from Treasurer Chalmers, who

said ‘growth will likely be slower than the 1.75% fore-

cast in May’s budget.’ While this weighed on AUD,

broader risk sentiment will likely be the driver today,

while I am already looking towards next week’s impor-

tant inflation print for further direction. UK Consumer

Confidence saw a sharp drop from -13 to -24, while

Retail Sales also printed weaker, but has had no im-

pact on the pound.  
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Japan CPI came in above 2%, with inflation excluding

fresh food and energy at 2.4% y/y, pushing USDJPY

as low as 156.08 overnight before the pair retraced

back towards 157.00 into the London open. Yester-

day’s move lower was nevertheless encouraging, with

the desk seeing decent USDJPY supply, mainly from

RM and Systematic accounts. The move still feels so-

mewhat overdue given the supportive domestic si-

gnals we have seen recently, particularly the strong

JGB auction earlier this week and persistent Japanese

selling interest around 158 over the past two weeks.

No change in view from me. I still like being short

USDJPY here and would use any spikes higher to

add.
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CHF Encouragingly EURCHF closed below the 200 day

yesterday, although less encouragingly the pair was

unable to continue lower despite the further widening

in Bund/Oats and rising TTF prices. Anyway, fast for-

warding to today soft French PMIs, mixed German, oil

higher and French spreads near the wides, still makes

it conducive to remain short EURCHF, and remain loo-

king for a decisive break onto a 0.91 handle (overnight

low of 0.9199). I also maintain downside in USDCHF,

and whilst the wobble in tech stocks has reversed this

morning, still think it is worth having exposure there in

case of a larger sell off. Flow this week has been

mixed, interestingly systematics selling CHF as they

reduce franc longs. RM and especially HFs continue to

buy CHF though, increasing positioning.
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CAD The loonie continues to outperform, with USDCAD

grinding lower ahead of next week’s BoC meeting,

where a hike is now essentially fully priced. Oil has

provided an additional tailwind, with crude continuing

to make fresh recent highs this morning. Flows were

mixed yesterday, with HF accounts better sellers of

CAD while Corporates were better buyers.I have lar-

gely stayed on the sidelines through the move lower,

but USDCAD is starting to look a little stretched to me

here. I still don’t want to fight the move at current le-

vels, but below 1.3950 I would look to start fading it

and rebuild some USD longs.
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