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FX Daily: Another day of USD weakness
The dollar remains soft across the board and we don't see the trend
reversing any time soon
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USD: Nowhere to hide
It seems as if there is nowhere to hide for the dollar, with the currency continuing its broad-based
weakness, particularly within the G10 FX complex. The Fed-induced narrative of lower nominal and
real rates for longer has (a) taken away any prospects of upside potential from the dollar; and (b)
allows investors to rotate into investment opportunities elsewhere. We expect the US August ISM
Manufacturing survey to remain largely stable today, suggesting little potential to change the
current trend of USD softness. In Australia, the central bank kept rates unchanged overnight in line
with expectations and did not express any urgent discomfort with the ongoing currency
appreciation. Like other G10 currencies, the Aussie dollar currently benefits from the broad-based
USD decline, making it hard for the bank to lean against the wind.

EUR: Eyeing 1.2000
The downside surprise to Italy's CPI yesterday suggests downside risk to our 0.2% year-on-
year forecast for August eurozone CPI today. Still, no imminent response from the European
Central Bank is likely and as the US dollar outlook remains unappealing, the bias remains for higher
EUR/USD this week. This was very apparent yesterday and overnight, when USD continued to
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soften within the G10 spectrum and EUR/USD has now pushed towards the 1.2000 level despite
limited data flow. In Norway, PMI Manufacturing today should have a negligible impact on
EUR/NOK, with the high beta krone (exerting the highest sensitivity to risk among G10 currencies)
benefiting from the soft USD environment.

GBP: Helped by the falling dollar
GBP/USD continues to push higher (breaching the 1.3400 level for the first time this year), primarily
driven by the rise in EUR/USD. With a clear USD downtrend underway, the bias remains for higher
GBP/USD this week.

CEE FX: Manufacturing PMIs keep CEE FX intact
Central and Eastern European Manufacturing PMIs for August should remain fairly stable today.
Polish and Hungarian PMIs are expected to stay in expansionary territory while the Czech PMI is
likely to be close to, yet below, 50. We look for a limited spillover into local currencies, with EUR/CEE
crosses remaining stable. The Czech koruna and Polish zloty remain attractive within the wider
emerging markets space to express an overlay to a bullish EUR/USD view. Indeed, PLN was the best
performaning EM currency in August (also partly helped by the reversal in tactical short PLN/HUF
positions in mid-Aug). As for Hungary's forint, we expect its recent weakness to fade as Hungarian
inflation has likely peaked and the central bank is highly unlikely to cut interest rates to zero.

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
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10

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


THINK economic and financial analysis

Article | 1 September 2020 3

Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
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