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Good Morning,
Please find below today's morning 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/292801/9612113/83865/0/> [http://www.torfx.com/mailers/images/podcast-logo.png] <http://uk4.lyris.net/t/292801/9612113/83865/0/>



GBPEUR/GBPUSD
The Pound remained under pressure against the majors yesterday, trading at close to the lowest level in 13-months against the U.S Dollar, as investors flocked to the security of dollar denominated assets as a hedge against risk. Germany limited speculative short-selling on the Euro, as the single currency continues to decline against its U.S counterpart, after reaching the lowest level in four years.

The UK currency fell to a low of $1.4239, the lowest level since March 30th 2009, before recovering most of the drop by the close of trading last night. Germany banned short-selling of Euro government bonds and shares of ten banks and insurance companies to stem the financial meltdown in the wake of the region's budget crisis.

In the UK, the minutes of the Bank of England's last policy-setting meeting showed that officials voted unanimously to keep interest rates on hold at a record low of 0.5% and keep their asset-purchase program on hold at £200 billion. Policy makers have been reluctant to withdraw emergency stimulus measures completely, refusing to rule out further quantitative easing if the recovery slows.

Risks to economic growth and contagion from Europe's debt crisis outweighs concerns about faster inflation, as a report earlier this week showed that consumer prices reached 3.7% in April. The Central Bank's monetary policy committee have been unanimous in maintaining the bond purchase plan since February but some members will be concerned that rising inflation will become entrenched in the broader economy.

The minutes said that "near term inflation prospects had risen, reflecting the depreciation of sterling and higher oil prices. The committee's central view remained that the substantial margin on spare capacity would continue to bear down on inflation after the impact these factors had waned." Some members were, however, divided on the impact on the UK from the crisis in the Euro-zone.

Others argued that price pressure was of greater concern but there is little chance of consensus to alter interest rates from the current level. James Knightly, an economist at ING Financial Markets, said that "there's market nervousness over the Euro-zone, while the fiscal consolidation that's coming is going to be pretty aggressive. There's little prospect of policy tightening this year."

The Pound remained lower against the Dollar after the decision and was down 1.16% on the day. Although, policy makers are, at this stage, unwilling to contemplate raising interest rates, the UK recovery is showing signs of gaining momentum. Retail sales rose for a second month in March and is expected to accelerate further in the data released this morning, while manufacturing output jumped by the most in eight years.

Neil Mellor, a currency strategist at Bank of New York Mellon Corp, said that "sterling's being driven by risk aversion. The euro's problems are, by association, hitting sterling." Following the German Chancellor's decision to ban short-selling on the Euro, the Pound has declined further against the single currency, trading down towards 1.15 this morning.

UK stocks dropped yesterday, led by a selloff in commodity producers and banking shares, after the decision by Angela Merkel, which rattled investor confidence. The benchmark FTSE 200 Index lost 2.8% on the day, erasing Tuesday's modest advance, as risk aversion continues to be the dominant theme in financial markets.



EUR/USD

The Euro rose from the lowest level in four-years against the Dollar yesterday, as European leaders announced steps to support the single currency, spurring traders who bet it will decline to exit their trades. ECB governing council member Axel Weber said that the Euro-zone must "urgently" tighten its fiscal rules.

The Euro jumped by the most in 11-months against the Swiss Franc and was up against the majority of the 16 most actively traded currencies. Andrew Wilkinson, senior market analyst at Interactive Brokers Group LLC, said that "every bit of constructive news has been greeted with derision and when the market gets over deriding the European leaders you get a short squeeze."

The Euro rose 1.8% against the Dollar, the most at the close of the day since May 8th 2009, to $1.2415, from $1.2222 on Tuesday. The single currency earlier reached a low of $1.2144, the lowest level since April 17th 2006. The Euro has dropped 7.3% against the Dollar this year, amid concern over the fiscal debt levels in some member nations.

U.S stocks fell again yesterday, wiping out the 2010 gain for the Standard & Poor's 500 Index, as Germany's announcement on certain bearish investments and a jump in mortgage foreclosures to a record triggered the selloff in equities. The S&P 500 fell 0.5%, after sliding 1.4% on Tuesday, supporting traders appetite for lower yielding assets like the Japanese Yen.

In the U.S, consumer prices unexpectedly dropped in April for the first time in more than a year, reinforcing forecasts that the Federal Reserve will keep interest rates close to zero for the rest of 2010. The 0.1% fall on the consumer price index was the first decrease since March 2009 and the Dollar subsequently dropped from a four-year high against the Euro.
