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FX Daily: Dollar holds its own as economic
fallout builds

Far from calming down over the weekend, events in the Middle East
only point to a broadening economic shock as oil spikes through
$100/barrel. Israel and the US are broadening their targets within Iran,
while Iran continues to target economic sites in Gulf states. We doubt
an emergency release of oil stocks by the IEA will calm tension for
long. USD to stay bid

We're expecting the
dollar to stay bid

@ USD: IEA oil release unlikely to help for long

A big spike in energy prices in early Asia reflects the on-the-ground reality that the threat to the
world's oil supply is only increasing. Warren Patterson discusses the latest developments here.
Every day the conflict continues, more crude is shut-in and the higher energy prices will go. So far,
US President Donald Trump is pitching that oil above $100/blis a small price to pay for regime
change in the Middle East. In early Europe, oil has come off its highs on a Financial Times report
that the G7 will be meeting later today to discuss the co-ordinated release of energy reserves. This
would be implemented through the International Energy Administration (IEA), a grouping of 32
countries.
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Back in 2022, the IEA released 62 and then 120 million barrels at the start of March and April,
respectively, to address the spike caused by the Russian invasion of Ukraine. The FT is reporting
that the US is pushing for a huge 300-400m barrel release, marking a whopping 25-30% of IEA
stocks. Such a huge release might bring some temporary calm to energy markets and knock the
dollar off its highs. But until there are clear signs of either the US and Israel being able to prevent
further economic chaos in the Middle East, or some kind of ceasefire emerging, we cannot see the
dollar staying offered for long.

In terms of financial markets, the higher oil prices go, the more the short end of interest rate
curves are re-priced higher and the greater pressure builds at the long end of the bond market. A
much bigger unwind remains the risk for global equity markets as higher energy prices dampen
growth prospects, while higher longer-dated interest rates sap the net present value earnings of
the growth stocks. Short dollar positioning also means that in extreme bouts of deleveraging - like
what we saw last Tuesday and could perhaps see again today - the dollar is again the beneficiary.

The US economic calendar will be of secondary consequence this week, even though January's US
jobs report did come in soft. The data focus this week will probably be on US inflation, where we
have the February CPI data on Wednesday and the core PCE deflator on Friday. The latter could
come in on the hot side, with the core PCE deflator rising to 3.1% year-on-year, as companies push
through annual price changes in January. This can add to the view that the Federal Reserve will
delay rate cuts.

DXY has retested the 99.65/70 highs in Asia and, barring some clear signs of de-escalation, looks
likely to challenge the range of highs near 100.25/35 this week.

Chris Turner

@ EUR: 1.15 remains vulnerable for EUR/USD

Big support just below 1.1500 in EUR/USD remains vulnerable. The longer energy prices stay high,
the greater the damage to the 2026 narrative of synchronised global growth and Europe playing
catch-up with US exceptionalism. Even though US-eurozone rate differentials are narrowing in
favour of the euro, the energy-driven terms of trade shock is having a much bigger effect on
EUR/USD. We could see a brief bounce in EUR/USD today should the IEA get anywhere near that
300-400m barrel release (though that seems very optimistic), but it looks like position adjustment
will mean that EUR/USD struggles to make it much above the 1.1600 area now.

Below 1.1475/1500, expect trade volatility to surge as EUR/USD could make a run at 1.1400 in fast
markets.

Chris Turner

@ JPY: Looking for the BoJ to supply dollars

USD/JPY has now firmly moved back into the FX intervention zone. The debate is whether this
global shock makes it less likely that the Japanese will intervene. Or, with talk of a co-ordinated oil
release, does that make co-ordinated US-Japan FX intervention more likely? The latter is probably
still too much of a stretch. Were it seen, however, USD/JPY could probably fall three to five big
figures and short-dated volatility would spike. Yet, unless we see some signals of an imminent
return of oil supply, we will not be in an environment where FX intervention is effective nor the
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USD/JPY correction lower sustainable.

But 160 in USD/JPY and 1500 in USD/KRW are big psychological levels for local authorities. And
these are the financial market's best bet of a big supply of dollars anytime soon.

Chris Turner

© CEE: The region remains one of the most exposed to the US-
Iran conflict

The global story completely dominated the region last week and headlines suggest it will be the
same this week as well. Still, the calendar offers some interesting numbers for the local story if we
see any early easing of the geopolitical situation.

On Tuesday, Hungary will release its February inflation, which is expected to fall to this year's lows
of 1.5% YoY, below both market and National Bank of Hungary expectations. Of course, this is old
news after the start of the US-Iran conflict, but it will be a starting point for further developments
and inflationary pressures coming from higher energy prices.

On Thursday, the Central bank of Turkey will meet, where the current geopolitical developments
and higher-than-expected inflation indicate a halt to the cutting cycle at 37%. On Friday, Poland
will release its February inflation, where we expect stagnation at 2.2% YoY.

However, we will have to put the calendar aside for coming days again. The CEE region remains
one of the most exposed markets to the US-Iran conflict globally and after Friday's significant sell-
off in rates, no calm can be expected today due to the continued rise in oil prices on the market.
Friday indicated that in addition to rates, FX is also coming back under pressure in the region and
attention is returning to EUR/HUF, which the market sees as the most exposed to energy prices
and the impact on inflation. At the same time, long HUF was the largest positioning within CEE3
and is understandably the most under pressure, which will be an indicator of stress in the region
today as well.
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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 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 BR0O00341) 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 www.ing.com.
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