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The U.S. Dollar was near flat on Monday as rising inflation failed
to deter expectations that the Federal Reserve will cut interest
rate this month in response to the dovish message from Chief
Powell and the FOMC minutes. Speculations among investors have
already priced in a 25-bps rate cut this month, although a bigger
rate cutis not utterly ruled out just yet. Trade tensions and global
growth concerns continue to cloud the US outlook while the lack
of upside traction in inflation remains worrisome. Confronting this
scenario, the greenback still looks underpinned.

The Kenyan shilling weakened against the greenback on Friday due
to increased liquidity in the money markets coupled with demand
from the oil and manufacturing sectors. By close of trade, the local
currency stood at 102.90/103.10, as compared to Thursday's close
of 102.85/05.

We expect the local currency to remain under pressure in the coming
week due to importation of maize that the government has agreed
to. However, we expect the local currency to receive support from
the Central bank through open market operations and from tax
payments due this week. The GBP/USD pair manages to remain strong around 10-day high
as it takes the bids to 1.2570 heading into the London open on
Monday. On the other hand, the British political fraternity
continues to favor Boris Johnson in the race of the Prime Minister
even if he remains ready to trigger hard Brexit. A one week's time
is still left before the Tory leadership contest gets over and both
the candidates keep selling their promises from which Mr. Johnson
has an upper hand.

The Central Bank of Kenya was in the repo market on Friday 121 July
2019, in a bid to mop KES 35 billion in 7and 14-day Repo. For the 7-
day repo, it received and accepted bids worth KES 375 million at a
weighted average rate of 4.568%, with regards to the 14-day repo it
received and accepted bids worth KES 10.000 billion at a weighted
average rate of 8.142%.

The euro continues to consolidate Friday's bounce from near
1.1240 region, as the bears guard the 1.1275 barrier amid a
broad US dollar rebound following last week's declines. However,
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