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FX Daily: Another day of consolidation
Concern that the US fiscal package may be delayed until at least mid-
March is weighing on sentiment and boosting the dollar

USD: Another day of dollar consolidation
The US dollar recovered overnight and Asian equity markets dipped on concern that the US fiscal
package may be delayed until at least mid-March. The IMF will release an update of its World
Economic Outlook today. This is unlikely to reverse market sentiment if a delay in the recovery is
one of the key messages. Nonetheless, such a message is widely expected (the US growth outlook
for 2021 is likely to be upgraded though) and it should not have an overly negative impact on
markets. It should add to the USD consolidatory mood rather than driving the dollar actively
higher.

EUR: PM Conte likely to resign today, but early elections
unlikely

Italian Prime Minister Giuseppe Conte is set to hand in his resignation today, but it is widely
expected that he will receive a new mandate from the President to form a new government. The
risk of early elections thus remains low in our view (the 10y BTP-Bund spread did not widen in
response to the news yesterday), as is any negative spillover into EUR/USD. The pair has remained
very resilient to the latest Italian political noise and does not hold any risk premium based on our
estimates. EUR/USD to remain stuck in the 1.2050-1.2200 range. EUR/NOK has been the worst
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performing G10 currency over the past two weeks with its high beta to risk making it vulnerable
during the recent period of USD consolidation. The pair continues to bounce off the EUR/NOK
10.4300 resistance. Should this level break, the 50-day moving average EUR/NOK 10.5111 is next
level to watch.

GBP: Day of calm for GBP
The UK labour market report did not provide any negative surprise this morning (November
unemployment was modestly lower vs expectations, while weekly earnings turned higher),
suggesting a day of calm for GBP today. EUR/GBP to range trade around the 0.8900 level.

HUF: NBH to reiterate is cautious message
We expect the National Bank of Hungary to maintain to its wait-and-see approach today and keep
policy instruments unchanged, with cautious stability likely to be the mantra of the accompanying
statement. The impact on the forint should be limited. HUF has been the Central and Eastern
European outperformer so far this year. Rather than benefiting from positive domestic factors, its
outperformance was more to do with negative stories elsewhere (concerns about Polish central
bank FX intervention in the case of the zloty and one of the worst Covid numbers globally in the
case of Czech koruna). We don’t expect the HUF outperformance to be long lasting as the pick-up
in inflation in 2Q (to 4.0% in May), albeit temporary, may bring back concerns about inflation being
kept in check.

Authors

Chris Turner
Global Head of Markets and Regional Head of Research for UK & CEE
chris.turner@ing.com

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

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 N.V. 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. 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 authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the

mailto:chris.turner@ing.com
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 26 January 2021 3

Prudential Regulation Authority. 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.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

