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Catalyst for euro upside in sight
ECB President Mario Draghi’s comments yesterday on the “relatively
vigorous pick up in underlying inflation” boosted the euro. But we think
it's still too early to position for the ECB-induced euro upside at this point
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USD: Better sentiment, but a fading rebound in EM FX
Despite more optimism among market participants about the potential shift in direction for
emerging market FX and the dollar, the relief rally largely stalled this week. In the EM space, only a
handful of currencies have actually been up against the US dollar this week (with only the Turkish
lira and rouble posting meaningful gains). The same is the case for G10 FX which is, on average,
down against the USD this week. While the EM environment looks to have stabilised, the rise in US
Treasury yields (10-year UST now close to 3.10%), as well as the threat of further escalation in
trade wars, still pose headwinds for a more persistent EM FX rebound.

EUR: The second step on ECB policy normalisation in sight
President Mario Draghi’s comments yesterday on the “relatively vigorous pick up in underlying
inflation” boosted the euro, with EUR/USD briefly breaking above the 1.1800. The second step in
the ECB policy normalisation (hiking the deposit rate following the already well-telegraphed end of
quantitative easing) and its positive impact on EUR is one of the cornerstones of our bullish
EUR/USD 2019 forecast. Yet we feel it may still be too early to position for the ECB-induced euro
upside at this point. We expect the ECB factor to provide a boost to the euro early next year, which
would coincide with the market front-running the ECB hike two to three quarters ahead (as was
the case with QE tapering). For now, such comments/signalling from the ECB should put a soft floor
under the EUR/USD.

NOK: More details on the dovish hike
Following the dovish hike from the Norges Bank last week, the focus today will be on Governor
Øystein Olsen’s speech. We don’t expect much deviation from the tone of the inflation report, but
think he may provide more clarity on the (in)consistency between the downward revision to the
interest rate forecast vs the upward revision to GDP and CPI. We expect EUR/NOK to remain
supported as the stabilising risk environment and higher oil prices should be positive for the
currency, at the margin.

PLN: Externally driven
The Polish August unemployment reading should have virtually no effect on the Polish zloty (PLN).
We currently see PLN as purely externally driven with neither the EU-Poland stand-off nor the
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National Bank of Poland providing a catalyst for meaningful zloty price action. On the former, last
week’s EC decision to sue the PiS for undermining the independence of courts had a limited impact
on PLN. On the former, although ECB President Draghi’s comments yesterday led to some hawkish
re-pricing of the market’s NBP rate outlook, we expect the upcoming decline in Polish CPI to pour
cold water over such expectations. Rather, PLN should be currently viewed as a risk / extended
EUR/USD play.
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Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.
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