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[http://www.torfx.com/mailers/images/header_daily_insight.jpg]<http://uk4.lyris.net/t/294818/9612113/85616/0/>
        10th June 2010

Good Morning,
Please find below today's update which gives you an insight into the current market conditions, enabling you to keep informed and up to date on the latest currency movements.
Listen to our latest podcast here<http://uk4.lyris.net/t/294818/9612113/83865/0/> [http://www.torfx.com/mailers/images/podcast-logo.png] <http://uk4.lyris.net/t/294818/9612113/83865/0/>



GBPEUR/GBPUSD

The Pound found a solid level of support close to $1.44 against the U.S Dollar yesterday and the failure to break below $1.4350 helped improve confidence on technical grounds, as the UK currency closed towards $1.46 last night. Sterling also traded back above 1.21 versus the Euro, approaching the highest level in 18-months, amid speculation that losses following Fitch Ratings warning on Tuesday had been over-exaggerated.

In early trading yesterday, the Pound was trading close to the lowest level in two weeks versus the U.S Dollar, having lost as much as 0.5%, as the Bank of England began its monthly policy meeting. Policy makers are expected to keep interest rates at a record low of 0.5% to boost the economy, even as consumer price inflation exceeds the government's upper 3% limit.

A report from the Office of National Statistics yesterday showed that the UK trade deficit remained unchanged in April, as exports fell for the first time in three months. The shortfall was £7.3 billion, the same as in March, which disappointed investors who had predicted a slight reduction to £7 billion. Britain is bracing itself for the biggest budget cuts since Margaret Thatcher's reign in the 1980s and the government is relying on net trade to assist the economic recovery.

The report suggests that the inherent weakness in the Pound over the past year has yet to produce a sustained benefit to UK exporters. The UK currency has fallen about a quarter on a trade-weighted basis since the start of 2007, making overseas sales more competitive. A recent index of UK exports orders rose to the highest level in at least 15-years in the second quarter.

An index of hiring for permanent jobs released yesterday grew at the slowest pace in four months in May, adding to recent evidence that the decline in the labour market may slow the economic recovery. Fitch Ratings warned officials on Tuesday that the UK needs to accelerate budget deficit cuts to protect its top credit rating.

Kenneth Broux, a senior market economist at Lloyds Banking Group Plc, said yesterday that "given what lies ahead of fiscal policy, this increases the likelihood of rates staying lower for longer. Sterling has underperformed against a variety of currencies." The UK currency recovered against the Dollar through the course of the day, as stocks rallied and global risk appetite improved.

UK stocks rose for the first time in three days, after a report from Reuters showed that Chinese exports increased and boosted raw material shares. The benchmark FTSE 100 Index gained 1.2% on the day, led by gains in metals prices, but the gauge remains 13% lower than this year's high of April 15th, on concern that Europe's sovereign debt crisis is spreading.

UK stocks also rallied despite the sustained drop in BP Plc shares, which makes up more than 5.5% of the FTSE 100's weighting. Shares in the struggling company plunged another 4.2%, as the President Barack Obama stepped up pressure on Chief Executive Tony Hayward to stop the worst oil leak in U.S history.

EUR/USD

The U.S Dollar declined against almost all of the 16 most actively traded currencies yesterday, including the struggling Euro, after the Federal Reserve's Beige Book business survey showed subdued economic growth in the U.S, causing concern that the Central Bank will refrain from raising interest rates this year.

Brian Dolan, chief strategist at Forex.com, said that "the Beige Book shows the weakness and the tepidness of the U.S economy, and that's likely to undermine the risk trade in the short run. The Fed is going to maintain this easy interest rate policy for the foreseeable future. I don't think anyone's expecting very much from the ECB, though it's important they continue to buy bonds."

The Euro erased earlier gains against the Dollar and the Japanese Yen, as U.S stocks reversed an earlier advance, reducing demand for riskier assets ahead of the European Central Bank interest rate announcement this lunchtime. The Standard & Poor's 500 Index lost 0.6% on the day, amid declines in energy and banking shares, while the cost to protect against a default by BP Plc rose to a record level.

The ECB accompanying press conference will be watched closely this afternoon, especially given the structural concerns in the Euro-zone. There will be some speculation that the Chairman Jean-Claude Trichet will introduce additional measures to help boost liquidity and the Euro is likely to gain some support if the Central Bank resists such action.
