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FX Daily: Lack of a quick fix keeps risk
pressured
Fiscal and monetary measures can only do so much as a large part of
the developed world goes into lockdown and the scale of the global
recession is becoming clearer
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US Capitol

USD: Mailing of $1,000 cheques can help
In barely over a week, the US fiscal response to the Covid-19 crisis has ballooned from an $8
billion healthcare package to a proposed $1.2 trillion stimulus, including $300 billion in cheques to
be mailed out to US citizens. Equity markets will monitor the progress of this proposed bill in
Congress. Investors will also closely watch developments in USD funding markets. Hats off to any
analysts that predicted the US Commercial Paper market closing for business last Thursday,
prompting a surge in 30-day (A2) rates to 3.23% yesterday from 1.62% Wednesday evening. This
undoubtedly forced corporates to draw down on bank credit lines and exacerbate a USD funding
squeeze. These rates closed at their highs yesterday, despite the Federal Reserve announcing a
restart of its Commercial Paper Funding Facility (CPFF). Those close to the market think the Fed’s
terms (OIS +200 basis points) aren’t particularly generous – so let’s see how quickly the CP market
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re-opens as a vital USD funding route for the corporate community. These fiscal and monetary
measures can only do so much as a large part of the developed world goes into lockdown and the
scale of the global recession is growing. With commodity prices still plunging and deflationary
fears allowing most emerging market nations to cut rates (including Turkey), EMFX remains very
much on the back foot and is keeping the dollar bid. We think the dollar will weaken when the dust
settles – but that may not be well into April. DXY to press 100, angering the White House.

EUR: Look out for 1050CET USD auction results
The European Central Bank holds its first 84-day USD auction today, results at 1050CET. A large
take-up might be greeted well by the markets, relieving pressure from the wholesale funding
markets. Thus, again watch the EUR cross currency basis market, which hit a new wide yesterday.
We suspect EUR/USD finds support in the 1.09/1.10 region, but FX set to stay very volatile on the
back of poor liquidity.

GBP: BoE cut could come at any time
Following another support package from the UK Chancellor, we expect the Bank of England to cut
rates 15 basis points soon and announce quantitative easing in the region of £100-150 billion.
These are exceptionally low levels for cable, and we would favour a recovery into April.

CE4: Regional FX under pressure, CZK most vulnerable
Our Central and Eastern European team has provided some initial thoughts on the Covid-19 shock
to the region, with a detailed look at GDP, CPI, monetary, fiscal and FX trends. From a FX
perspective, the Czech koruna looks most vulnerable at the moment, although Poland’s new QE
scheme will likely send EUR/PLN above 4.50 – where we expect the National Bank of Poland to start
FX intervention. Both the Hungarian forint and Romanian leu will stay pressured, with the NBR
using all its liquidity tools in trying to prevent a disorderly RON sell-off. Elsewhere, the Central Bank
of Turkey delivered an emergency 100 basis point cut and the Turkish lira is embarking on a so far
orderly decline – but remains very fragile.

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

https://think.ing.com/articles/uk-government-ramps-up-virus-support-and-signals-more-to-come/
https://think.ing.com/articles/ings-latest-cee-economic-views-and-forecasts/
https://think.ing.com/articles/poland-to-introduce-its-first-qe-programme/
https://think.ing.com/articles/poland-to-introduce-its-first-qe-programme/
https://think.ing.com/snaps/turkey-the-cbt-delivered-a-100bp-emergency-rate-cut/
https://think.ing.com/snaps/turkey-the-cbt-delivered-a-100bp-emergency-rate-cut/
mailto:chris.turner@ing.com
mailto:francesco.pesole@ing.com


THINK economic and financial analysis

Article | 18 March 2020 3

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
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

