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• Although the euro gathered strength following the European Central Bank's (ECB) decision to

hike its key rates by 50 basis points, it lost its bullish momentum early Friday amid the negative

shift witnessed in risk sentiment. S&P Global will release the flash Manufacturing and Services

PMI surveys for Germany, the euro area, the UK and the US on Friday. The Canadian economic

docket will feature May Retail Sales data.

• In addition to the double-dose rate increase, the ECB unveiled its new anti-fragmentation tool

called the Transmission Protection Instrument (TPI). ECB President Christine Lagarde refrained

from sharing key details regarding the TPI during the press conference. Meanwhile, Italian

President Sergio Mattarella has dissolved the Italian parliament, triggering a snap election on

September 25.

• The Gazprom resumed gas flows to the EU through the Nord Stream 1 pipeline. The German

Energy Regulator noted that the pre-maintenance level of 40% capacity could be exceeded on this

first day, providing additional relief to EUR buyers.
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➢ EURUSD price reverses the European Central Bank (ECB) inspired gains as it remains

pressured around the intraday low of 1.0189 heading into Friday’s European session.

➢ Although the ECB’s heavy rate hike and the Transmission Protection Instrument (TPI)

weighed on the Treasury yields and the US dollar, the market’s reassessment of the risk

catalysts calls back the EURUSD bears as they await key activity data from Eurozone and the

US for July.

➢ As illustrated on the 4-hour chart, the price is trapped between the support of 1.0180 and the

1.0260 resistance. If selling pressure intensifies and the price crosses previous day's low at

1.0153, a Failure Swing Top will form and the main pair will be reduced to July 08 low of

1.007. On the other hand, in case EUR/USD rises above 1.0260 and starts using that level as

support, it could target June 15 low around 1.0360.
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➢ GBP/USD pares the last day's gains as it takes offers around 1.1960 to refresh intraday low

heading into the London open on Friday.

➢ At home, a tough battle for the Prime Minister’s status between ex-Chancellor Rishi Sunak

and Foreign Minister Liz Truss appears to challenge GBP/USD bulls.

➢ Elsewhere, the UK’s House of Lords couldn’t pass the Northern Ireland Protocol (NIP) bill

and hence increased the GBP/USD weakness.

➢ The 1.1930 horizontal support restricts immediate GBP/USD downside before directing the

bears towards July 06 low at 1.1875. On the contrary, pound bulls need to crack the short-

term downtrend line at 1.1980, to accelerate the bullish moves towards 1.2050.
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➢ Pressured by the sharp decline witnessed in US Treasury bond yields, USD/JPY fell to its

lowest level in over a week near 137.00 but managed to reverse its course ahead of the

weekend. With the benchmark 10-year US Treasury bond yield holding in positive territory

following Thursday's 5% drop.

➢ The Japanese Finance Minister, Shunichi Suzuki, said on Friday that hiking rates could knock

the economy's recovery, signaling support for the Bank of Japan's stance to keep monetary

stimulus despite a global tightening trend amid rising inflation.

➢

➢ For an ideal short build-up, investors should use the pullback towards the resistance of 138.10

as a selling opportunity. This will drag the asset towards the lower band of 4-hour bearish

channel at 137.00, followed by the 136.50 support. On the flip side, greenback bulls will

dominate the asset if it oversteps the 138.70 resistance. This will push the asset to reclaim its

recent multi-year high at 139.40.







XAUUSD



XAUUSD

➢ XAU/USD sensed a responsive buying action after printing a fresh 11-month low of

$1,680.94. For more upside, bulls need to surpass the resistance of $1,725, which will send

the asset to July 13 high at $1,745. A breach of the latter will drive the precious metal to the

resistance of $1,760 at the downtrend line from June 13 high. Alternatively, the pullback can

initially aim the $1,700 support ahead of challenging late 2021 low surrounding $1,678.

➢ Thursday’s solid recovery in the bright metal was mainly driven by the revival of global

growth fears after the ECB delivered a bigger than expected 50 bps rate hike to combat

soaring inflation. Further, weak US jobless claims and Philly Fed Manufacturing Index added

to the economic slowdown concerns, underpinning the metal’s allure as a traditional safe

haven.
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➢ Wall Street's main indexes rose on Thursday boosted by a late-afternoon rally and gains in

heavyweight growth stocks, including Tesla.

➢ The S&P 500 added 0.99% and closed at its highest level since June 17. Nine of the 11 major

sectors of the S&P 500 closed in positive territory, with consumer discretionary (S5COND),

heath care (S5HLTH) and information technology (S5INFT) posting the biggest gains adding

over 1% each. Falling oil prices hit the S&P 500 energy sector (SPN), which tumbled 1.7% to

lead declines across the sectors.

➢ If the price maintains high and the downtrend line from March 29 around 4,000 breaks, the

index will surge to early June's low surrounding 4,070. A breach of the latter will send the S&P

500 towards the level of 4,170. Meanwhile, pullback moves will be limited by the supports of

3,950 and 3,900.
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