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FX Market Update—Stocks are ending the month, quarter and half-year end very much 

on the defensive, leaving the S&P 500 set to record its largest H1 decline since the 1970s, 

according to Bloomberg (-19.9%).  Broader markets are reflecting hefty stock losses 

around the world (European markets down around 2.5%, E-minis down 1.5%), with bonds 

strengthening (US 10YY back to 3.05% and putting some pressure on the broader 

uptrend in US yields) and the USD generally firm.  Crude is modestly weaker.  The 

performance across the major currencies is somewhat mixed, however; the JPY is out-

performing modestly on the day but the NZD and AUD are holding up relatively well.  The 

MXN is the main under-performer on the session among the majors, reflecting its 

strengthened, positive correlation with US stocks of late.  Month-end etc. flows are likely 

to be the prime focus for markets this morning before markets wrap up ahead of the long 

weekend.  But US Personal Income/Spending are PCE data will not go unnoticed.  

Comments from top central bankers in Sintra yesterday did not move the needle 

materially for rate expectations.  Chmn Powell reiterated the Fed was committed to 

bringing down inflation but appeared to concede that doing so without harming growth 

and jobs may be more difficult than previously thought.  We reiterate that US rate hike 

expectations have been pinned back quite considerably since mid-June, with the 1m 

Eurodollar strip implying rates peaking about 30bps lower early next year now and yields 

falling a little quicker after mid-2023 (when the first Fed cut is priced in) as recession 

concerns mount amid weakening consumer sentiment and inflation fears abate 

somewhat.  The drop in US yields supports our contention that the USD is unlikely to rise 

much further in this cycle, all else remaining equal even if recession concerns may mean 

that the USD remains supported on dips.   In Colombia, our local analysts expect Banrep 

(14.00ET) to accelerate the tightening cycle today, with a 150bps increases to 7.50%.  

Japan releases jobs and Q2 Tankan data overnight.  China’s Jun Caixin manufacturing PMI 

is also released.     

USDCAD (1.2912) The CAD is doing what it typically does in response to soft stocks—

softening itself.  We do get some domestic data this morning, however; Canadian industry 

level GDP is expected to rise 0.3% in the Apr month, a tenth better than the flash estimate 

issued along with the March GDP report (Scotia’s forecast is holding at +0.2%) but the 

report should support a generally resilient growth backdrop for Canada and may serve to 

prop up the CAD a little.  Equity market trends into month-end leave local stocks only 

moderately underperforming US markets which may mean only limited month-end 

demand for the CAD from rebalancing flows and more focus on the strength-sapping 

impact of risk aversion on the CAD in the short run.     

USDCAD short-term technicals: Bullish—Spot is extending Tuesday’s sharp squeeze 

higher from the 1.2820 area to test resistance at 1.2920 as we are poised to hit “send”.  

Gains through the 20s target intraday strength to 1.2950 and, above here, spot would 

have a free run at 1.30+ again.  We still see limited scope for USD gains to extend much 

above the 1.30 area, however.   Intraday support is 1.2865 and 1.2820.   

EURUSD (1.0430) French Jun CPI rose to 6.5% y/y, in line with expectations and a local 

record for the EUR era.  Meanwhile, German unemployment rose 133k this month, against 

expectations of a 5k decline.  The disparity reflects Ukrainian refugees showing up in the 

data for the first time, labour officials stated.   The EUR popped a little higher around the 

release of the French CPI data but losses quickly reversed, leaving spot soft, just above 

1.04 ahead of the North American session.  ECB President Lagarde stuck with the +25bps 

in Jul messaging whilst leaving to the door open to more aggressive hikes into the fall, if 

needed (swaps pricing reflects some 29bps of hikes priced in for the next policy decision.   

USD Holds Firm as Stocks Slump 

Overview 

• USD strengthens on risk aversion but

yield support softens.

• CAD weaker on risk aversion; GDP data

may provide some support.

• EUR slides as Lagarde holds the line on

+25bps in July; Ger jobless jumps.

• GBP soft but holds tight range after BoE 

speakers offer little support.

• JPY outperforms on risk aversion; jobs

and BoJ Tankan data out tonight.

• AUD, NZD little changed; focus on China

data rather than risk aversion.

• MXN underperforms as the peso

reattaches itself to global risk mood.
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EURUSD short-term technicals: Bearish—The EUR has failed to break through the 

low 1.06 area three times since mid-month, leaving markets little technical choice but 

to retest the 1.0350-1.04 support zone for the EUR.  Intraday trends look soft, with 

the EUR unable to reverse any of yesterday’s losses.  We spot resistance at 1.0450 

and 75.  Support is 1.0400 and 1.0350/60.     

GBPUSD (1.2130) Sterling continues to languish but has been a little more resistant to 

the broader USD advance today, with Cable demand emerging ahead of 1.21 

overnight.  BoE speakers were of little help to the pound yesterday.  Governor Bailey 

failed to express any sort of concern about the weak pound, suggesting benign 

neglect, while incoming MPC member Dhingra expressed a preference for 

“gradualism” on policy moves (August MPC date priced a little below 50bps now).  

Final UK Q1 GDP data was left unrevised at +0.8% q/q while the Q1 C/A deficit 

widened significantly.    

GBPUSD short-term technicals: Neutral/bearish—The GBP is trading in a tight range 

so far on the session and is finding some support above 1.21.  The overall look of the 

short-term chart is not that encouraging, however, with the pound easily capped in 

the low 1.23 zone over the past week or little more and support at 1.2170/75 yielding 

yesterday.  Intraday support is 1.2105 and if the pound can hold above the figure this 

morning, a retest of 1.2170/75 could develop.    

TECHNICALS: BUY/SELL SIGNALS AND PIVOT LEVELS

30 Day 

Hist Vol
Spot MACD

9 & 21-

day MA
DMI RSI

Pivot 1st 

Support

Pivot 1st 

Resist.

USDCAD 7.8 1.2920     sell buy buy 52    1.2824   1.2900        

EURUSD 9.4 1.0412      buy sell sell 46    1.0473   1.0593         

GBPUSD 11.8 1.2122      sell sell sell 40    1.2128    1.2265         

USDCHF 11.5 0.9604   sell sell sell 36    0.9478  0.9560       

USDJPY 11.9 136.39     sell buy buy 66    135.48   136.90        

AUDUSD 13.4 0.6876    sell sell sell 39    0.6841  0.6943        

USDMXN 12.6 20.2365  sell buy buy 54    19.95     20.27           

DXY (USD index) 9.0 105.26     sell na buy 57    103.93  104.86         

EURCAD 7.8 1.3452     buy buy sell 47    1.3491   1.3617          

GBPCAD 9.3 1.5661     sell buy sell 40    1.5623   1.5762         

AUDCAD 8.3 0.8884    sell sell sell 34    0.8819  0.8911         

CADMXN 9.3 15.66       buy sell buy 54    15.53     15.76           

BoC Noon Rate #NAME? Source: Scotiabank & Bloomberg

Jun 30, 2022
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TODAY'S CALENDAR

Time (ET) Countr Release Period Consensus  Last 

08:30 CA GDP MoM Apr 0.3% 0.7%

08:30 CA GDP YoY Apr 4.9% 3.5%

08:30 US Personal Income May 0.5% 0.4%

08:30 US Personal Spending May 0.4% 0.9%

08:30 US PCE Core Deflator YoY May 4.80% 4.90%

08:30 US Initial Jobless Claims 25-Jun 230k 229k

08:30 US Continuing Claims 18-Jun 1319k 1315k

09:45 US MNI Chicago PMI Jun 58 60.3

19:00 AU S&P Global Australia PMI Mfg Jun F -- 55.8

19:30 JN Tokyo CPI YoY Jun 2.5% 2.4%

19:30 JN Jobless Rate May 2.5% 2.5%

19:50 JN Tankan Large Mfg Index 2Q 13 14

20:30 JN Jibun Bank Japan PMI Mfg Jun F -- 52.7

21:45 CH Caixin China PMI Mfg Jun 50.2 48.1
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