
Article | 22 April 2026 1

THINK economic and financial analysis

Article  |  22 April 2026   FX

FX Daily: No smoke, no fire
Markets calm ahead of Warsh s hearing and the ceasefire deadline
proved the right call. The Fed chair nominee was dismissive of rates
comments but firmly reiterated Fed independence. Meanwhile,
the ceasefire extension can keep EUR/USD close to 1.1750 for now, but a
break higher requires tangible progress on the Strait of Hormuz 

Kevin Warsh’s Senate hearing in Washington on 21 April

USD: Teflon equities remain a hindrance
Markets had priced in no excess volatility ahead of yesterday’s Senate hearing of Fed Chair
nominee Kevin Warsh, and that proved to be the right call. Warsh was firm enough on Fed
independence to prevent any Treasuries‑USD sell‑off, while remaining sufficiently elusive on
policy to avoid any impact on rate expectations. That said, there are a few points worth
highlighting. Warsh said the Fed needs a “new framework”, which we assume refers to balance
sheet reduction (we discussed this here), but he didn’t offer details. He also defended his AI-
driven productivity theory – which might lead to lower rates – and said he does not believe in
forward guidance.

More than yesterday’s hearing, Warsh’s confirmation still appears to hinge on Senator Thom
Tillis’ satisfaction with the handling of Powell’s criminal probe. A possible compromise could
involve shifting the investigation from the DoJ to Congress, an option Tillis has openly
welcomed. The risk that Warsh is not confirmed before the 15 May term expiry remains
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non‑negligible, but it should not matter materially as long as he becomes chair ahead of the
17 June FOMC meeting.

The dollar had a couple of fluctuations – mostly on the strong side – during Warsh’s testimony,
but was left by and large untouched. War headlines remain very inconclusive. President
Trump's announcement of a last-minute ceasefire extension likely validates some degree of
optimism that hasn’t left USD crosses despite the deadline approaching. But the situation in
the Strait of Hormuz remains as unclear as ever, with the US blockade still in place and reports
that a UK container ship was shot at by the Iranians yesterday.

A key missing link for a more durable dollar rebound remains the equity backdrop. The S&P
500 is up around 3% since the war began and the MSCI World about 1%, while the
underperformance of European equities is not pronounced enough to drive EUR/USD lower. In
this environment of resilient risk sentiment, DXY may struggle to climb back toward 99.0.

The US data calendar is light today. Yesterday, alongside solid March retail sales, ADP payrolls
posted a second consecutive very strong weekly gain. The four‑week moving average now
stands at 54.75k, implying a monthly increase well above 200k. However, no other labour
market indicators point to comparable strength, and, given the loose relationship between
ADP’s weekly series and both NFPs and ADP’s own monthly release, markets are likely to
remain cautious about extracting too much signal from it.

Francesco Pesole

EUR: Stabilising on cautious optimism
The larger‑than‑expected drop in ZEW indicators marginally set the tone for a softer EUR/USD
session yesterday. Markets remain well aware, however, that these high‑frequency indicators
can rebound quickly in the event of de‑escalation.

Key levels for the pair are becoming increasingly clear. Tangible progress toward a deal – both
on the military front and on Hormuz – is needed to keep EUR/USD above 1.180. Otherwise,
markets appear comfortable maintaining an optimism‑leaning stance around 1.172‑1.177.
Dip‑buying around 1.167‑1.170 is likely to persist unless diplomatic efforts break down
completely, which would open the door to downside risks below the 1.160 area.

At the same time, front-end rates are proving less supportive. The two-year EUR:USD swap rate
differential has rewidened (in favour of USD) by 25bp since the -60bp peak on 7 April. While
headlines chaos makes pricing volatile, Lagarde implicitly pushing back against a hike in April
has prompted greater caution in pricing more than two ECB hikes this year.

Francesco Pesole
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GBP: No surprises from inflation
We think EUR/GBP has limited downside potential after breaking below 0.870 over the past 24
hours. While the Mandelson scandal does not look sufficient on its own to topple Prime Minister
Starmer, markets will likely reassess the PM’s position following the 7 May local elections,
where Labour is expected to perform poorly.

Risk‑on episodes tend to weigh on EUR/GBP, but rate differentials usually emerge as the more
durable driver. In that context, the 41bp of tightening priced into the GBP curve looks stretched
in our view relative to the 54bp of expected ECB tightening.

There were no major surprises in the UK inflation data published this morning. Higher petrol,
diesel and heating oil costs pushed headline CPI up by around 40bp, while some core
components (notably clothing) acted as a drag. The rise in services inflation was largely
airfare-related – core services was flat by our economist's calculations. As expected, this tells
us little about second‑round effects, which will only start to show up in food and then services
over the coming months. The Bank of England will instead focus on surveys, including Friday’s
Decision Maker Panel, which so far look benign.

That should be enough to keep the BoE on hold next week and, in our view, until year‑end. On
our base case, inflation peaks briefly around 4% and oscillates between 3.5‑4% in 2H, though
current gas pricing points to a peak closer to 3.5% – still not enough to force a hike.

Francesco Pesole

TRY: CBT resists calls for rate hike
Turkey's central bank will decide rates today for the second time since the start of the US-Iran
conflict, which has significantly affected Turkey's outlook given the economy's highest
openness to oil imports in the region and strong pass-through to inflation. At the same time,
the domestic disinflationary trend had already seen some bumps before the conflict began.

The CBT reiterated in February its commitment to tightening monetary conditions in the event
of a marked deterioration in the inflation outlook. In line with this stance, it suspended
one‑week repo auctions and allowed the ON rate to rise toward the upper limit of the interest
rate corridor following the escalation of the US‑Iran conflict. In March, the conflict escalated
and the market began to bet on rate hikes in Turkey. Given some signs of an early end to the
conflict, the market has calmed down since then and expectations are for stable rates today
but with some risk of a rate hike. Surveys look similar. We expect rates to remain unchanged at
37.00% today.

The Turkish lira remains on a steady path of weakness. However, in April we saw several days
of weakness exceeding carry or leaving little on the table. At the same time, we saw a
significant reduction in long positions by about half, according to our estimates since the start
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of the US-Iran conflict. However, we believe that the FX regime will remain unchanged and
inflows will gradually return as the conflict calms down.

Frantisek Taborsky

Author

Francesco Pesole
FX Strategist
francesco.pesole@ing.com

Frantisek Taborsky
EMEA FX & FI Strategist
frantisek.taborsky@ing.com

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

mailto:francesco.pesole@ing.com
mailto:frantisek.taborsky@ing.com
mailto:chris.turner@ing.com
https://www.ing.com

