Euro to US Dollar Outlook for the Week Ahead


Data for the Euro in the coming week
The first big release for the euro will be the ZEW sentiment survey, on Tuesday which is expected to show a positive balance of 1.0, denoting investment professionals are marginally positive about the outlook for the next six months. 
The second major release from Europe is inflation data on Thursday which is expected to show a 0.2% rise yoy in July as in the previous year. Clearly inflation will be an invaluable metric to gain guidance on what the ECB may be planning to do in September. The central bank had said immediately after the Uk referendum that it stood ready to increase stimulus to soften the blow, however, Draghi somewhat backtracked from that position at the August meeting after it was noted the impact on the Eurozone had been somewhat muted. 
Nevertheless, many analysts, such as Lloyds Commercial Banking’s Jaevon Lolay, expect the ECB to increase its measures in September anyway, and for this to weigh on the euro. If inflation on Thursday, however, is higher-than-expected, that expectation, will diminish, leading to rise in the euro, as stimulus weakens a currency and vis versa
Data for the Dollar. 
The week starts with Building Permits on Tuesday August 16, which are expected to show a 0.6% rise; Housing Starts are expected to fall -0.8% mom (from a high previous month’s result). 
These are followed by inflation data for July, which is forecast to show a 0.2% rise mom and 0.9% (from a previous 1.0%) year-on-year. 
Real Average Weekly Earnings in July (yoy) are also in the calendar for Tuesday and are likely to be closely watched for their potential impact on the Federal Reserve’s anticipated policy trajectory. 
On Wednesday the Fed meeting minutes will be released as well as Cushing US Oil Inventories.  Clearly the minutes will be scoured for potential insights into then the next rate hike could be -  although this often overly hyped release often ends in no discernible change in the outlook as it rarely contains new information. 
The week ends with the Philadelphia Fed Manufacturing Index on Thursday August 18, which is forecast to rise to 1.5 from -2.9 previously. 
Technical outlook 
The single currency’s last rally seems to have been driven in the main by the good news that the Eurozone is unlikely to have been impacted by Brexit as much as was feared. 
EUR/USD also appears to have been boosted by a refusal of markets to increase rate rise expectations in the US even after two positive payroll’s results in a row. 
This appears to be due to fear about sluggish growth. 
Helaba advisory service’s Ralf Umlauf, points out that the recoil in oil prices, which have lost over 20% in recent weeks has also dampened inflation expectations, leading to a lower interest rate outlook, especially in the US:
At first glance from a technical, chart perspective, the pair appears to be completely chaotic and directionless, however, Commerzbank’s Karen Jones points out that the pair is closing on a major trend-line drawn from 2014-16, which is situated at about 1.1300 (see chart below). 
Whilst Jones forecasts this will lead to a rejection and probable move back down within the range, the trend-line represents a ‘make-or-break’ level where, if the rate was capable of breaking above, confirmed by a move above 1.1330, for example, it would see it take on a much more bullish perspective, with a move up to 1.1430 initially expected and then possibly, all the way up 1.1700. 
[bookmark: _GoBack]Scotiabank’s Market Strategist Shaun Osborne, however, sees more upside for the euro, but USD weakness as being “limited”, which seems to support the view that EUR/USD will rise a little higher to the 2-year old trend-line and then be repulsed back down by it. 
We see the pair as difficult to analyse, but a clear break above the trend-line, signalled by a move above 1.1350 for example, would be a sign of bullishness, with a target at the 1.17 range highs, based on the height of the move previous to the break extrapolated at the point of the break higher. 
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