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FX Daily: Bonfire of the low yielders
The rise in bond yields has not been quite sharp enough to trigger a
tipping point in global equity markets but we are seeing speculative
dollar shorts getting unwound against the low yielders. Still, we see
this as a corrective dollar rally – not a turn in the bear trend

Source: Shutterstock

USD: Bracing for another week of bond stress
It is fair to say financial markets are going through a period of correction, largely triggered by the
sharp rise in US Treasury yields. As we discuss in our G10 FX Week Ahead, a variety of inputs into
the US Treasury equation such as CPI/PPI updates, passage of the $1.9trn US stimulus plan, plus 10
and 30 year auctions pose upside risk to Treasury yields this week. The rise in yields has not been
quite sharp enough to trigger a tipping point in global equity markets – we’re more seeing a
rotation out of Tech and into Financials – yet we are seeing speculative dollar shorts getting
unwound against the low yielders – first Japanese yen, then Swiss franc and now it looks like the
euro. Other currencies in the G10 complex backed by commodities – especially oil – have
withstood the correction far better. For example, Norway's krone and Canada's dollar are largely
unchanged against the dollar over the last week. This trend looks likely to continue this week –
especially with Brent now trading above $70/bl after the weekend attacks on Saudi
infrastructure. Indeed, the spike in oil also plays into the inflation narrative and the need for a
larger term premium to be priced into bond yields. Yet we do see this as a corrective dollar rally –
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not a turn in the bear trend – and would be looking for it to stall after a 1-2% extension higher.
We’re calling DXY to 92.50 this week.

EUR: Look out for ECB’s APP report today
As above, the low yielders look vulnerable to the rise in the dollar and we think EUR/USD can drop
to its 200-day moving average near 1.1825 this week. For today, look out for the release of the
ECB’s Asset Purchase Programme report, detailing the volume of bond purchases under its
Pandemic Emergency Purchase Programme in the week to last Wednesday. Last week’s report of
just EUR12bn disappointed, versus a prior average of EUR17bn. Presumably any sharp pick up in
purchases could limit the rise in eurozone bond yields. What this may mean for the the euro is
unclear, but probably slightly negative in that it would represent a more interventionist and
worried ECB.

GBP: A relative outperformer
Sterling continues to perform quite well, buoyed largely by the vaccination rollout success – today
embodied by UK schools returning to the classroom. Europe is still struggling with the vaccine
rollouts and lockdowns- the new case rate in Italy, in particular, looks to be heading in the wrong
direction. Look out for a speech by Bank of England Governor Andrew Bailey at 11CET today.
EUR/GBP could make a move on 0.8550.

CNH: Corrective dip
Like many USD crosses, USD/CNH is undergoing a correction, but we suspect it will stall in the
6.55/60 area. China reported strong trade volume data at the weekend and given our bullish
outlook for 2021, the current rally looks a good opportunity to position for levels near 6.20/6.30
later this year.

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

https://think.ing.com/snaps/china-strong-exports-and-imports-signal-a-recovery-but-chip-shortage-is-a-concern/
mailto:chris.turner@ing.com
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 8 March 2021 3

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
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

