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FX Talking: Summer of discontent keeps
dollar in demand
The global economy can now be characterised as one in which many
central bankers are poised to hike rates more forcefully, even as growth
prospects are being revised lower. Investors are now having to ask which
economies can best withstand these tighter monetary conditions and
which currency to back?

Executive summary

The global economy can now be characterised as one in which many central bankers
are poised to hike rates more forcefully, even as growth prospects are being revised
lower. Investors are now having to ask which economies can best withstand these
tighter monetary conditions and which currency to back?

During this summer of discontent the answer to these questions largely remains the US
economy and the dollar. Unlike the supply-driven inflation suffered in Europe, price rises
in the US are far more a function of demand-side factors and suggest stagflation is less
of a likelihood in the US than in Europe. And with no end in sight to tight energy
markets, the US remains better positioned here too.

We expect the Fed to deliver at least another 175bp of hikes this year as the Fed drives



THINK economic and financial analysis

Report | 13 June 2022 2

real US interest rates into restrictive territory. This is not good news for global growth –
but that is the point, the Fed needs to slow demand. Flatter yield curves consistent with
the latter stages of the US business cycle are normally good news for the dollar.

In all this means that the dollar should stay bid this summer (1.00/1.02 is possible in
EUR/USD), while USD/JPY in the 135/140 region looks ready to trigger Japanese
intervention. GBP/USD can move to the low 1.20s as the BoE cycle is repriced lower and
the CHF should start to outperform in Europe as the SNB guides it higher. CEE FX has
become more mixed. We still favour the PLN, but HUF and now CZK look more
vulnerable.

This will be a fragile environment for most EMFX – especially those most exposed to
China. Here USD/CNY can still push higher taking most of $/Asia with it.   
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or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.
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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.
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