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FX Daily: Perfect storm hits global FX
We’re now seeing the kind of market dislocation not witnessed since
the 2008-09 Global Financial Crisis

USD: Investors take no chances
Financial markets have suffered a rude awakening to notions that volatility is a thing of the past.
We’re now seeing the kind of market dislocation not witnessed since the 2008-09 Global Financial
Crisis. The perfect storm for FX markets includes: (i) Covid-19 spread going global and investors
fearful of a spike in US cases this week as US authorities play catch-up with testing, (ii) a collapse in
the OPEC+ agreement, which now triggers a market share grab between the Saudis and Russia (oil-
linked currencies smashed) and (iii) a report in the FT that Citibank is pulling out of two-thirds of its
vendor trading platforms raising some (perhaps ill-founded) concerns over FX market liquidity. This
all conspires to deliver an extreme flight to safety, into the likes of the Japanese yen and the Swiss
franc (where years of trade surpluses have created large Net Foreign Asset positions) and into US
Treasuries (10-year yield below 0.50%!) S&P 500 futures are off 5% and investors will be re-
familiarising themselves with NYSE Level 1,2 & 3 circuit breakers which come in at -7%, -13% and
-20%. This severe level of dislocation means that the market will now be calling on the Federal
Reserve to re-start quantitative easing. It’s a Fed black-out week ahead the 18 March meeting, but
it would be no surprise to see Fed Chair Jerome Powell testifying in Congress that the Fed is ready
to provide a lot more liquidity. We’ll also be watching the government response. So far, the US
fiscal stimulus has been small and targeted at the healthcare sector and getting cross-party
support for something a lot bigger will take time. Expect the flight to safety to dominate this week,
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with DXY perhaps falling through the 94.40 level outlined in out G10 FX Week Ahead.

EUR: ECB dragged into action?
The European Central Bank failed to sign off on a co-ordinated easing move last week and today
now faces a bigger job to restore confidence. Look for targeted measures at Thursday’s rate
meeting, but there will be little they can do about a stronger EUR/USD. If the Fed re-starts QE, we
should be look at 1.20, given that we’ve already seen 1.15 hit in a heartbeat overnight. For today,
we expect US equity weakness – demanding a greater response from the Fed – to keep
EUR/USD bid. Elsewhere, oil exporters-Norwegian krone, Canadian dollar, Russian rouble, Mexican
peso & Columbian peso-should stay under pressure and the market will keep watch on the US
shale exporters and their re-financing story.

JPY: Much stronger than we thought
We had thought 104/105 might prove a line in the sand, but we’ve seen a USD/JPY low at 101.50.
Were the pair to break 100 (and add to further equity weakness) Washington might not mind the
Ministry of Finance providing JPY liquidity. Emergency times!

EMFX: Carry trade unwound goes deeper
This kind of strength in the Japanese yen and volatility will clear out carry trades and question
those countries running current account deficits. E.g. Indian rupee, Indonesian rupiah, South
African rand, Turkish lira, Ukrainian hryvnia, Chilean peso, Colombian peso, Peruvian Sol.

Author

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

https://think.ing.com/articles/g10-fx-week-ahead-whatever-it-takes-again/
https://think.ing.com/articles/ecb-preview-lagardes-first-test-case/
mailto:chris.turner@ing.com


THINK economic and financial analysis

Article | 9 March 2020 3

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.

https://www.ing.com

