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FX Talking 
Dollar decline: The real deal? 
 

 FX price action over the last four weeks provides a glimpse of the future. 
Windows of optimism as lockdowns are eased have been temporarily snapped 
shut as second wave fears emerge. Trying to time these cycles will be virtually 
impossible. Our bias would be that aggressive central bank liquidity provision 
means that risk assets are a buy on dips and the dollar a sell on rallies. 

In fact, the dollar has handed back just about all of its rally since mid-March. Looking 
ahead we expect broad-based pressure on the dollar to continue as investors put their 
money back to work. The run-in to the November Presidential election should also be 
characterised by a weaker dollar. Uncertainty over the election and a potential change 
in policies on trade, taxation and regulation should keep the dollar on the back foot. 

Supporting the occasional bouts of reflationary-positioning have been the actions of 
European policy makers – both governments and ECB. We think EUR/USD has a window 
for 1.20 into year-end. NOK and SEK should perform well in the G10 space and CZK in the 
EM space. Some commodity FX (AUD, NZD and RUB) may have come far enough. 

Elsewhere, Latin currencies have been performing well. The energy rally has certainly 
helped and our team is bullish on crude into 2H20. We prefer BRL over MXN, however, 
given the latter’s poor macro profile this year. 

Asian FX has lagged the recent rally in risk and our team are cautious here. 

ING FX forecasts 

 EUR/USD USD/JPY GBP/USD 
1M  1.15 ↑ 108 ↑ 1.26 ↑ 
3M  1.18 ↑ 108 ↑ 1.28 ↑ 
6M 1.20 ↑ 105 ↓ 1.33 ↑ 
12M 1.15 ↑ 105 ↓ 1.31 ↑ 

 EUR/GBP EUR/CZK EUR/PLN 
1M 0.91 ↑ 26.50 ↑ 4.51 ↑ 
3M 0.92 ↑ 26.20 ↑ 4.45 → 
6M 0.90 → 26.10 ↑ 4.40 < 
12M 0.88 ↓ 25.70 ↓ 4.43 < 

 USD/CNY USD/MXN USD/BRL 
1M 7.15 ↓ 21.80 ↓ 4.85 ↓ 
3M 7.10 → 21.40 ↓ 4.60 ↓ 
6M 7.05 ↓ 22.00 ↓ 4.50 ↓ 
12M 7.00 ↓ 22.50 ↓ 4.60 ↓ 

↑ / → / ↓ indicates our forecast for the currency pair is above/in line with/below the corresponding market forward 
or NDF outright 
Source: Bloomberg, ING 
 

FX performance 

 EUR/USD USD/JPY EUR/GBP EUR/NOK NZD/USD USD/CAD 
%MoM  3.5 -0.7 -2.6 -3.6 6.7 -3.1 
%YoY -.0.4 -1.0 1.0 10.9 -2.2 2.1 

 USD/UAH USD/KZT USD/BRL USD/ARS USD/CNY USD/TRY 
%MoM  -1.8 -6.1 -3.3 6.3 0.3 0.5 
%YoY 1.1 5.2 30.1 57.0 2.3 17.2 

Source: Bloomberg, ING 
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Source: Macrobond, ING 
 

USD/EM (5 Jan 14=100) 

 
Source: Macrobond, ING 
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Developed markets 
EUR/USD 
European politics is a 2020 game-changer  Current spot: 1.13 
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 • We think a lot of the EUR/USD rally and global reflation trade has 
to do with European politics. Unlike during the slow-motion car-
crash of 2010-12, European politicians have: i) moved swiftly 
(even the Germans) on fiscal stimulus, ii) moved toward financial 
burden sharing and iii) been backed by the ECB’s PEPP into 2021. 

• Securing the European base has allowed EUR/USD to participate 
in the dollar sell-off driven by a normalisation of money markets 
and a resumption of flows back into pro-cyclical/EM stories. 

• With US rates on the floor and a US election campaign about to 
go into hyper-drive, USD assets no longer look quite as attractive. 
Favour 1.20, unless second wave or trade wars derail the story. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  1.15  (1.128)  3M  1.18  (1.1301.18) 6M  1.20  (1.132) 12M  1.15  (1.138) 

Chris Turner, London +44 20 7767 1610 

USD/JPY 
Trapped between a reflation and deflation story  Current spot: 107.30  
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 • USD/JPY looks to be carving out a 105-110 range as the mood of 
investors veers between reflation and deflation. The recent run 
up to 110 was driven by the US 2-10 year curve steepening to the 
highest levels of the year.  Arguably the Fed’s (current) intention 
to keep rates near zero through 2022 may keep a lid on US yields 
and probably means that 110 is the stronger side of the range. 

• Downside risks for a range break-out may emerge through this 
election year. Experience suggests Trump is a $ +ve and Biden a $ 
-ve, the latter based on the Democrats stance on taxes, 
regulation and probably reduced trade tension too. Polls will start 
to matter. 

• Noticeably USD/JPY’s correlation with equities is picking up again. 
Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  108.00  (107)  3M  108.00  (107) 6M  105.00  (107) 12M  105.00  (107) 

Chris Turner, London +44 20 7767 1610 

GBP/USD 
Weak GBP vs weak USD  Current spot: 1.26 
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 • GBP prospects vs. USD look brighter than vs EUR given the 
unfolding USD bear trend, in part offsetting the effect from 
faltering UK EU trade negotiations on GBP. Still, as little progress 
in trade negotiations is to be made, GBP/USD should re-test 1.25. 

• The EU-UK trade deal overhang has translated into further rise in 
GBP/USD speculative shorts. This is justified as the failure to reach 
a meaningful agreement would lead to another contraction in 
growth in 1Q21, making the UK an outlier in the G10 FX space. 

• The risk of W shaped recovery should prevent market pricing out 
non negligible odds of negative rates and further QE, with sterling 
thus not fully participating in the global reflation trade trend. 

Source: Bloomberg, ING  
 

ING forecasts (mkt fwd) 1M  1.26  (1.26)  3M  1.28  (1.26) 6M  1.33  (1.26) 12M  1.31  (1.26) 

Petr Krpata, London +44 20 7767 6561 
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EUR/JPY 
A reflationary benchmark  Current spot: 120.9 
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 • The re-rating of the EUR has really been the surprise package 
over the last month. That allowed confidence to grow of a global 
rebound, yield curves to steepen and the JPY to under-perform 
on the crosses. EUR/JPY is therefore a good benchmark for the 
global recovery story. Clearly there are risks of second waves – 
and a contentious US election – but our call into end 2020 lies 
more towards the recovery end of the spectrum. 

• This is based on liquidity driving investors into riskier asset classes 
– as would normally be expected at this stage in a cycle. 

• European equities look a key story here. Were the ECB to consider 
buying equity ETFs, as the BoJ does, it could be a game-changer. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  124.00  (121)  3M  127.00  (121) 6M  126.00  (121) 12M  121.00  (121) 

Chris Turner, London +44 20 7767 1610 

EUR/GBP 
UK-EU trade deal overhang to weigh on GBP  Current spot: 0.90 
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 • Although the uncertainty about the UK-EU trade deal risen, 
EUR/GBP failed to persistently break above 0.90 as the recovery in 
risk appetite helped the procyclical GBP and translated into 
around 1.5% increase in GBP short term fair value. 

• Nonetheless, with risk sentiment taking a pause for a breath, the 
transition period unlikely to be reversed by June and more 
negative headline news around the EU-UK negotiation to come, 
we expect EUR/GBP to reach 0.91 by end-June. 

• Our base case is a light trade agreement to be reached by Oct 
2020, in turn reversing some of the anticipated GBP decline by 
the year end. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  0.91  (0.90)  3M  0.92  (0.90) 6M  0.90  (0.90) 12M  0.88  (0.90) 

Petr Krpata, London +44 20 7767 6561 

EUR/CHF 
European leaders bail out SNB  Current spot: 1.07 
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 • CHF sight deposits actually fell in the first week of June, marking 
the first weekly decline since February. While no surprise given 
the EUR/CHF bounce, it does suggest the SNB had an opportunity 
to back away from FX intervention. That opportunity was 
provided by some powerful stimulus measures coming out of the 
Eurozone, narrowing the BTP-Bund spread into 170bp. 

• Our team expect Eurozone break-up risk to be contained into 
2021, where Italian politics may again prove a challenge. 

• However, aggressive ECB money printing suggests EUR/CHF will 
stay in a 1.05-1.10 range this year. Expect SNB to continue 
threatening lower rates and more intervention – next meeting is 
on 18 June. 

Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  1.08  (1.07)  3M  1.09  (1.07) 6M  1.10  (1.07) 12M  1.07  (1.07) 

Chris Turner, London +44 20 7767 1610 
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EUR/NOK 
Steaming ahead  Current spot: 10.85 
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 • NOK continues to power through, being the best performing G10 
currency over the month. Despite the rally, NOK still remains the 
cheapest G10 currency based on our medium term BEER model. 

• The still attractive valuation, coupled with our view of on-going 
global economic recovery and further upside to oil price into the 
year-end (we target US$50/bbl in 4Q20), suggests further NOK 
gains. EUR/NOK to move to 10.00 this year.  

• The NB stance underlines the NOK attractiveness. While other 
central banks pursue QE, NB does not and instead it engages in 
NOK purchases (liquidating the oil fund assets denominated in 
foreign currencies to fund the rising fiscal deficit). Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  10.500  (10.85)  3M  10.200  (10.86) 6M  10.000  (10.88) 12M  10.100  (10.92) 

Petr Krpata, London +44 20 7767 6561 

EUR/SEK 
The big transformation for the better  Current spot: 10.52 
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 • The U shaped global economic recovery, the unfolding USD bear 
trend and appreciating EUR/USD should keep EUR/SEK on the 
downward path. As Sweden is one of the most open G10 
economies, recovery in global growth is positive of the currency  

• With the SEK relative position improving vs. its cyclical G10 peers 
(the negative interest rate differential narrowed, the real rate has 
increased meaningfully), SEK should translate into a leader (from 
being a laggard previously) in the G10 FX space 

• As Riksbank didn’t move rates to negative during the peak of the 
Covid crisis, we don’t expect a cut during this cycle. A top-up of 
QE should be a preferable option if there is a need to ease further. 

Source: Bloomberg, ING  
 

ING forecasts (mkt fwd) 1M  10.300  (10.52)  3M  10.100  (10.53) 6M  10.000  (10.54) 12M  10.200  (10.56) 

Petr Krpata, London +44 20 7767 6561 

EUR/DKK 
Stronger rather than weaker DKK the new DN’s headache  Current spot: 7.455 
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 • DKK continues to do well. The March 15bp rate hike worked; it 
reduced the DKK interest rate disadvantage vs EUR and DN no 
longer needs to intervene against currency weakness. 

• With the ECB expanding its balance sheet aggressively, this 
suggests limited scope for EUR/DKK moving back to the central 
rate this year. But as the ECB measures equally reduced the risk 
premium in EUR (in turn reducing demand for safe have 
currencies such as DKK), krone upside should be limited from here 

• Given the strong DKK, DN QE remains unlikely, with the central 
bank engaging into FX debt issuance to help fund the increased 
budget deficit. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  7.455  (7.46)  3M  7.455  (7.45) 6M  7.455  (7.45) 12M  7.460  (7.45) 

Petr Krpata, London +44 20 7767 6561 
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USD/CAD 
An attractive risk-reward profile  Current spot: 1.358 
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 • The loonie has rallied vs the USD in the past weeks but lost 
ground versus most G10 peers. The recently improved set of 
fundamentals should allow CAD to catch-up with gains left 
behind and prove relatively resilient to corrections in sentiment. 

• The employment picture has changed dramatically after the May 
jobs report posted a drop in unemployment. Oil now appears to 
have a fairly solid floor after fresh OPEC+ cuts, which bodes well 
for a recovery in the battered Canadian energy sector. 

• With the new BoC Governor, Tiff Macklem, likely aiming at a 
smooth transition, monetary stimulus is set to remain in place to 
sustain the fiscal effort. USD/CAD may hit 1.30 already in 3Q. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  1.34  (1.36)  3M  1.32  (1.36) 6M  1.29  (1.36) 12M  1.26  (1.36) 

Francesco Pesole, London +44 20 7767 6405 

AUD/USD 
Rally running out of steam  Current spot: 0.69 
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 • Australia has begun the re-opening process and is well on the 
way to returning to normality, though lagged data will remain 
terrible for some time, and the lost jobs / output may take many 
quarters to recover.  

• RBA Governor Lowe has reflected this improved outlook in recent 
commentary, but has said that any tightening will not occur until 
substantial progress towards full employment has been made. 

• The AUD has been carried higher by the market’s risk on mood, 
though remains vulnerable to a short-term repositioning, perhaps 
brought on by a re-escalation of US-China trade tensions, Aussie-
China tensions and risks of a correction in overpriced iron ore. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  0.670  (0.686)  3M  0.700  (0.686) 6M  0.720  (0.686) 12M  0.750  (0.686) 

Rob Carnell, Singapore +65 6232 6020 

Francesco Pesole +44 207 767 6405 

NZD/USD 
Strong, but for how long?  Current spot: 0.64 
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 • New Zealand is removing the last of its domestic restrictions on 
movement as it eradicates Covid-19 from the country and will 
likely be at the top of most countries’ “travel bubbles”. 

• The RBNZ Governor, Adrian Orr, has toned down suggestions that 
negative interest rates may be imminent, suggesting that any 
additional requirements for easing are likely to be met through 
expanded QE. It will remain to be seen whether a strong NZD will 
be enough to trigger a rethink on more rate cuts.  

• The NZD has appreciated aggressively in recent weeks on 
improving global market sentiment but could see short term 
retracements. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  0.63  (0.644)  3M  0.66  (0.643) 6M  0.69  (0.643) 12M  0.70  (0.642) 

Rob Carnell, Singapore +65 6232 6020 

Francesco Pesole +44 207 767 6405 
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Emerging markets 
EUR/PLN 
NBP policy should be a lasting drag on PLN  Current spot: 4.45 
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 • Global events are likely to dominate market focus in the coming 
weeks. The zloty should slightly underperform CEE counterparts, 
given loose NBP policy (money market rates are the lowest 
among CEEs + the bank conducts aggressive QE). In 2H20 the 
zloty should gradually recover, alongside an expected pick-up in 
global market sentiment.  

• 2021 prospects are riskier, particularly against CEEs. A dovish MPC 
stance suggests they consider extending QE purchases into next 
year – something the market does not price. While not our 
baseline, clearly a risk. This could result in a lasting depreciation 
against the region and EUR/PLN remaining elevated. 

Source: Bloomberg, ING  
 

ING forecasts (mkt fwd) 1M  4.51  (4.45)  3M  4.45  (4.45) 6M  4.40  (4.46) 12M  4.43  (4.48) 

Rafal Benecki, Warsaw +48 22 820 4696 

EUR/HUF 
Recent HUF stability can lead to modest easing by NBH  Current spot: 346.1 

295

305

315

325

335

345

355

365

295

305

315

325

335

345

355

365

Jan15 Jan16 Jan17 Jan18 Jan19 Jan20 Jan21

ING f'cast Mkt Fwds

 

 • Forint has remained in an appreciation channel which was 
triggered by the hawkish NBH in early April. HUF no longer stands 
out on the negative side in the wider CEE FX space, with the forint 
exhibiting higher nominal and real rates vs PLN and CZK. 

• EUR/HUF has found a solid ground at 344-345 in the past weeks. 
Stability and low volatility helped by the supportive external 
environment. However, we see a trend change ahead. 

• The stability of the local currency and the expected decline in the 
CPI (to around 1.6% in early-2021) should lead to some reversal 
of the prior FX stabilising hikes. Even if it’s done in a gradual and 
cautious way, HUF should go through a mild depreciation again. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  350.00  (346.4)  3M  353.00  (347.1) 6M  355.00  (348.0) 12M  360.00  (349.2) 

Petr Krpata, London +44 20 7767 6561, Péter Virovácz, Budapest +36 1 235 8757 

EUR/CZK 
Returning to the business-as-usual  Current spot: 26.73 
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 • Like most EM FX, CZK has benefited from the rebound in risk 
appetite and the weak USD environment. Within the CEE space, 
CZK remains our top pick given the solid fiscal position, our bullish 
EUR/USD view and limited room for further CNB easing measures. 

• We see speculation about the return of a FX floor as exaggerated. 
For CNB to embark on such unorthodox measure, deflation risks 
would need to materialize. However, headline CPI is falling slower 
than expected (and is still above target) and core prices are the 
highest in two decades. This makes FX floor/interventions unlikely 

• The CNB is still likely to deliver on last rate cut this summer, but 
this is priced in. EUR/CZK to re-test 26.00 later this year. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  26.50  (26.75)  3M  26.20  (26.77) 6M  26.10  (26.79) 12M  25.70  (26.81) 

Petr Krpata, London +44 20 7767 6561, Jakub Seidler, Prague +420 257 474 432 
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EUR/RON 
NBR expects real appreciation  Current spot: 4.83 
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 • As the NBR’s grip on the currency looks as firm as ever, even our 
4.88 year-end forecast (which is only a mere 0.8% away from 
current levels) starts to look distant. We marginally update that 
to 4.87 and acknowledge that risks for a firmer leu have risen. 

• Latest S&P review notes that it expects FX pressures to be 
contained while “increased exchange rate volatility” is among the 
potential factors leading to a downgrade. 

• In its May 2020 Inflation Report, the NBR anticipates the real 
effective exchange rate to appreciate “throughout the quasi-
totality of the forecast horizon” under the impact of the inflation 
differential between Romania and its trading partners. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  4.85  (4.84)  3M  4.85  (4.87) 6M  4.87  (4.91) 12M  4.90  (4.99) 

Valentin Tataru, Bucharest +40 31 406 89 91 

EUR/HRK 
ERM-II accession to solidify the kuna  Current spot: 7.57 
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 • ERM-II accession looks within reach in 3Q20, with the ECB issuing 
a final positive assessment of the Croatian banks. PM Plenkovic 
emphasised that all criteria are now met, and the government 
will send the letters to ask for ERM-II admission in July. 

• Meanwhile, the past FX interventions have taken their toll as April 
FX reserves declined by 3.2% versus March, to EUR15.9bn and by 
14.9% compared to Apr-2019. While the relative decline looks 
significant, we believe that the strong starting point offers 
comfort for the central bank in not seeing its reserve metrics 
materially deteriorating.  

• We maintain our 7.55 year-end forecast, which could also be the 
central rate for ERM-II admission. 

Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  7.57  (7.56)  3M  7.55  (7.55) 6M  7.55  (7.53) 12M  7.52  (7.49) 

Valentin Tataru, Bucharest +40 31 406 89 91 

EUR/RSD 
Expecting some post-election weakness  Current spot: 117.7 
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 • In line with our view, the NBS continued to lower the key rate to a 
record low of 1.25%. We think that this will likely mark the 
terminal rate of this cycle and see flat rates until 4Q21. 

• The NBS intervened close to EUR900mn this year to maintain FX 
stability, out of which almost EUR700m in March and April alone. 
We believe that the pace of interventions will subside going 
forward, particularly after the general elections scheduled for 21 
June. We now see the EUR/RSD at 117.8 by the year end. 

• We continue to see Serbia as one of the most resilient economies 
this year. We forecast a 1.9% contraction in 2020 followed by a 
6.8% expansion. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  117.60  (117.7)  3M  117.70  (117.8) 6M  117.80  (118.1) 12M  117.60  (118.7) 

Valentin Tataru, Bucharest +40 31 406 89 91 
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USD/RUB 
Lower FX sales and capital outflow limit appreciation  Current spot: 69.52 

40.0

50.0

60.0

70.0

80.0

90.0

40.0

50.0

60.0

70.0

80.0

90.0

Jan15 Jan16 Jan17 Jan18 Jan19 Jan20 Jan21

ING f'cast Mkt NDF

 

 • The ruble continues to regain strength in May-June, mainly on 
the resilient current account surplus, which widened by US$3.9bn 
MoM in May to US$5.4bn on a fast oil price recovery (and despite 
lower oil exports as per OPEC++ cuts) and strong non-oil balance. 
Near-term trading range of USDRUB 67-70 seems justified. 

• CBR FX sales declined from US$4.8bn in April to US$2.8bn in May, 
and could decline further in June despite Minfin’s US$3.0bn 
guidance, as the CBR has already front-run it by US$2.5bn, and 
Urals is around the fiscal rule turning point of US$42.4/bbl.  

• High net capital outflow of US$7-10bn per month (vs portfolio 
inflows of under US$1bn) point at cautious mood in the private 
sector, limiting the scope for further RUB appreciation. 

Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  70.00  (69.78)  3M  71.00  (70.29) 6M  72.00  (70.98) 12M  73.00  (72.31) 

Dmitry Dolgin, Russia +7 495 771 7994 

USD/UAH 
Appreciation pressures  Current spot: 26.75 
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 • The NBU lowered the key rate again in June at a more aggressive 
pace than expected, of 200bp. This is pushing our year-end key 
rate forecast to 5.50%, from 6.00% initially, with risks still skewed 
to the downside. 

• The seasonal appreciation of the hryvnia continued to exert 
downward pressure on the FX rate in May, triggering another 
round of FX purchase by the NBU, of €660m, broadly similar to 
April interventions. 

• We maintain our 27.00 year-end forecast but acknowledge that 
risks for a stronger hryvnia have increased. More on that here. 

Source: Bloomberg, ING  
 

ING forecasts (mkt fwd) 1M  27.00  (26.92)  3M  27.50  (27.28) 6M  28.00  (27.95) 12M  29.50  (29.23) 

Valentin Tataru, Bucharest +40 31 406 89 91 

USD/KZT 
Tenge to benefit from oil recovery – to a point  Current spot: 404.0 
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 • Tenge continues to appreciate amid higher-than-expected oil 
prices, $1.1bn NFRK’s transfers to budget in May, FX selling by 
exporters for quarterly tax payments and low local FX demand 
(FX trading on KASE in May was $1.6bn vs $2.2bn in Jan-Apr’20).  

• In June-July USD/KZT may face some correction, but in Aug-
Dec’20 will likely appreciate amid oil price recovery and higher 
production/exports given the next phase of OPEC++ deal. 

• If oil price in tenge stays at current 16ths KZT/bbl, the fiscal 
breakeven would jump to US109$/bbl from the current US$70-
75/bbl. Therefore, assuming a further increase in USD oil prices, 
we expect KZT to remain in 400-410 range, which would assure 
return of KZT oil price toward the 23-25ths KZT/bbl seen in 2018-
19 and allow the government to finance some extra social 
spending. 

Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  407.00  (407.8)  3M  405.00  (415.5) 6M  400.00  (426.8) 12M  410.00  (447.8) 

Dmitry Dolgin, Russia +7 495 771 7994 

 

https://think.ing.com/articles/russia-resilient-current-account-supports-near-term-rub-strength/
https://think.ing.com/articles/russia-resilient-current-account-supports-near-term-rub-strength/
https://think.ing.com/snaps/russia-fx-sales-by-cbr-may-decline-despite-minfin-guidance/
https://think.ing.com/snaps/russia-fx-sales-by-cbr-may-decline-despite-minfin-guidance/
https://think.ing.com/snaps/ukraine-central-bank-to-cut-rates-as-imf-loan-is-approved/?utm_campaign=June-09_ukraine-central-bank-to-cut-rates-as-imf-loan-is-approved&utm_medium=email&utm_source=emailing_snap
https://think.ing.com/snaps/ukraine-central-bank-to-cut-rates-as-imf-loan-is-approved/?utm_campaign=June-09_ukraine-central-bank-to-cut-rates-as-imf-loan-is-approved&utm_medium=email&utm_source=emailing_snap
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USD/TRY 
Cautious CBT easing to continue  Current spot: 6.84 
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 • We see an inflation increase in May with the reversal in oil prices, 
and elevated food inflation, but this will likely be temporary. 
Softer domestic demand conditions are supportive for the 
disinflation, while the recent TRY strength should also be a plus 
for the outlook.  

• The CBT has already cut the policy rate significantly with an 
extended easing cycle since mid-2019, pulling it markedly below 
the rate of annual inflation. But given its inflation estimate at 
7.4% and focus on ex-ante real rate (relying on its own forecast) 
to guide its policy decisions, the bank will likely ease further.  

• The CBT’s monetary policy stance and the global backdrop will 
likely determine the TRY performance in the near term. 

Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  6.80  (6.94)  3M  7.00  (7.11) 6M  6.80  (7.37) 12M  7.10  (7.89) 

Muhammet Mercan, Istanbul +90 212 329 0751 

USD/ZAR 
External environment and potential IMF deal lift ZAR  Current spot: 17.04 
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 • We have been no fans of the ZAR, but it seems investors have 
warmed to the idea that Fed & ECB liquidity will float all boats, 
including some of the lower quality credits. In addition, there is 
now speculation that S. Africa might seek recourse to the IMF’s 
Rapid Financing Instrument – a low conditionality line that could 
offer S. Africa up to US$4.2bn in loans. Local politicians still 
distrust the IMF, but S. Africa’s sovereign CDS is anticipating the 
news. 

•  While the SARB would like to cut again, market pricing instead 
sees 3.75% (current rate) as the floor, which may be for the best 
given a negative real rate would leave ZAR vulnerable.  

• The 24 June budget is a ZAR event risk this month. 
Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  17.00  (17.10)  3M  16.50  (17.21) 6M  16.00  (17.36) 12M  17.00  (17.65) 

Chris Turner, London +44 20 7767 1610 

USD/ILS 
Financial market stress eases, ILS rallies, BoI intervenes  Current spot: 3.47 

3.3

3.6

3.9

3.3

3.6

3.9

Jan15 Jan16 Jan17 Jan18 Jan19 Jan20 Jan21

ING f'cast Mkt Fwds

 

 • Judging from the use of the BoI’s emergency facilities, stress in 
local financial markets has abated. Here, just ILS1.6bn of funds 
are now being used via repo markets (vs ILS5.5bn last March) and 
US$6.8bn in FX swap transactions (US$7.5bn). That said the BoI 
continues to buy govt. bonds, now a total of ILS19.2bn vs 
ILS8.5bn late March. Their bond buying envelope is ILS50bn. 

• The better external environment and the turn in the dollar trend 
has forced the BoI to spend US$2bn in FX intervention in May. 

• This will be the shape of things to come – a soft $ environment, 
$/ILS pressing 3.40/45 and then 3.30/35 amidst continued strong 
FX intervention. Modest BoI rate cuts won’t turn this trend.     Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  3.45  (3.44)  3M  3.45  (3.46) 6M  3.40  (3.46) 12M  3.50  (3.47) 

Chris Turner, London +44 20 7767 1610 
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LATAM 
USD/BRL 
Impressive rally exacerbated by underweight positioning  Current spot: 5.04 
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 • Firmer indication that the monetary easing cycle is nearly over, 
together with the broader rise in global risk appetite led the BRL 
to be the best-performing LATAM currency in the past month.  

• The extent of the rally was impressive and may reflect the fact 
that investors had been vastly underweighted in their BRL 
holdings. This likely helped exacerbate the rally as investor 
appetite for riskier assets took hold but, for longer time periods, 
the BRL remains one of the wort-performing EM currencies. 

• The rally may have a bit more to go, but we suspect it would be 
hard for the pair to the breach the 4.5 barrier, while the deep 
recession should help keep fiscal risks elevated in 2H20. 

Source: Bloomberg, ING  
 

ING forecasts (NDF) 1M  4.85  (5.04)  3M  4.60  (5.05) 6M  4.50  (5.06) 12M  4.60  (5.10) 

Gustavo Rangel, New York +1 646 424 6464 

USD/MXN 
Short-term yield-advantage remains substantial  Current spot: 22.30 

 

 • The MXN was also, for a while, recovering much of the loss seen 
in March but, we suspect, those gains should start to stall 
whenever the currency drops below 22. The eventual resumption 
of the risk-on sentiment could push the currency towards 21, but 
we consider fair value to be nearer 21.5.  

• We expect Banxico to cut its refence rate to 4.0% by August. But, 
even then, the MXN should retain its yield advantage, in relation 
to its LATAM peers, in the nearer term.  

• For longer horizons, we suspect the yield advantage should not 
suffice to ensure outperformance for the MXN, as the macro 
outlook is likely worse for Mexico than for its LATAM peers. Source: Bloomberg, ING  

 

ING forecasts (mkt fwd) 1M  21.80  (22.39)  3M  21.40  (22.57) 6M  22.00  (22.82) 12M  22.50  (23.31) 

Gustavo Rangel, New York +1 646 424 6464 

USD/CLP 
CLP to remain buoyed by global recovery prospects  Current spot: 789.23 

 

 • Chile stands out for its assertive policy stimulus measures, but 
latent political and social risks suggest that the likelihood of 
episodic volatility should remain high, especially considering the 
ongoing health crisis and the looming constitutional re-write.  

• A 7%-of-GDP fiscal package was announced, and the central 
bank lowered the policy rate to its “technical minimum” of 0.5%. 
A broad range of liquidity provisions should help ease financial 
conditions while FX lines (IMF, Fed, PBoC) should help boost Chile’s 
FX reserves.  

• As usual, copper remains a key FX driver and the metal’s recent 
price trajectory suggests that an outperforming bias for the CLP 
could persist, if firmer prospects for a global recovery consolidate. 

Source: Bloomberg, ING  

 

ING forecasts (NDF) 1M  765.00  (789)  3M  745.00  (788) 6M  750.00  (787) 12M  770.00  (787) 

Gustavo Rangel, New York +1 646 424 6464 
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USD/COP 
Recovery in oil prices continues to offer important upside  Current spot: 3745.38 
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 • Colombia’s economic policy reaction to the ongoing crisis has 
been considerably tamer than the one seen in Chile and Peru.  

• This reflects Colombia’s mix of relatively stronger economic 
momentum (pre-pandemic) and concern over lasting damage to 
fiscal accounts, especially considering the recent negative action 
by credit-rating agencies, likely driven by the fall in oil prices. 

• The recovery in crude prices reduces fiscal risks, limiting the 
scope for negative credit-rating actions. But the COP looks fairly 
priced, especially after the recent profit-taking. Oil prices remains 
the most important near-term FX driver, but Colombia’s relatively 
higher reference rate (2.75%) could act as a mild FX stabilizer.  

Source: Bloomberg, ING  
 

ING forecasts (NDF) 1M  3600.00  (3755.27)  3M  3500.00  (3774.26) 6M  3450.00  (3797.62) 12M  3400.00  (3841.25) 

Gustavo Rangel, New York +1 646 424 6464 

USD/PEN 
Aggressive stimulus to limit the economic downside  Current spot: 3.46 
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 • The PEN has underperformed its regional peers in recent weeks, 
but this reflects the fact that the currency never reached the lows 
seen elsewhere in the region, which suggests that the currency 
should underperform in times of rising risk appetite.  

• Even though Peru is a small open economy that is heavily reliant 
on commodity exports, Peru’s more heavily-managed FX regime 
shields its currency from the wider fluctuations in risk appetite 
that affected its EM peers.  

• Peru’s Covid-related health crisis remains especially lethal, but 
the country’s superior ability to deploy economic policy stimulus, 
including the lowest reference rate in LATAM at 0.25%, should 
help alleviate the economic impact of the crisis. 

Source: Bloomberg, ING  
 

ING forecasts (NDF) 1M  3.43  (3.46)  3M  3.39  (3.47) 6M  3.36  (3.48) 12M  3.35  (3.50) 

Gustavo Rangel, New York +1 646 424 6464 

USD/ARS 
In default but still hopeful of a compromise solution  Current spot: 69.38 
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 • Argentina opted to cease servicing external bonds, but 
negotiations continue, and a compromise solution is still possible 
in the coming weeks, which would “cure” the default.  

• Stringent FX controls have, meanwhile, helped limit the widening 
premium between the official and the non-official FX rate. But at 
about 60%, that premium remains exceedingly high, illustrating 
both Argentina’s difficult predicament and the limits of the 
government’s strategy.  

• Overall, the ongoing economic crisis appears to have both added 
urgency and complicated the negotiating process. A compromise 
solution is still possible, but enormous uncertainty prevails, 
extending local market instability into the near future. Source: Bloomberg, ING  

 

ING forecasts (NDF) 1M  71.40  (72.67)  3M  76.00  (79.98) 6M  82.00  (90.67) 12M  97.00  (109.72) 

Gustavo Rangel, New York +1 646 424 6464 
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Asia 
USD/CNY 
Politics override economics  Current spot: 7.060 

 

 • In suspending purchases of US agricultural products, China has 
retaliated to various actions by the US, including banning US 
technology companies from selling products and services to 
Chinese technology companies, expelling some Chinese students 
from the US, and removing Hong Kong’s special status, according 
to the media. 

• But these measures only pressure the yuan weaker for a few 
days, before domestic protests emerged in the US. 
Coincidentally, the US dollar has broadly weakened and the yuan 
relatively strengthened against the dollar. 

• This change may not last long if the economic data continues to 
show a slow recovery of major economies. 

 

 

 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  7.150  (7.071)  3M  7.100  (7.088) 6M  7.050  (7.113) 12M  7.000  (7.167) 

Iris Pang, Hong Kong +852 2848 8071 

USD/INR 
Transitory stability  Current spot: 75.59 

 

 • The USD/INR has been steady in a 75-76 trading range since May. 
This has more to do with a broader USD weakness/emerging FX 
strength rather than underlying fundamentals, which continued 
deteriorate on the back of worsening Covid-19 situation.  

• Neither a surprisingly strong 1Q20 GDP report with 3.0% YoY 
growth, by far the strongest in the world, moved the INR to be 
stronger, nor did Moody’s one-notch sovereign rating downgrade 
to Aaa3 with negative outlook worked in the opposite way.    

• We now expect a 7.6% YoY GDP fall in 2Q. With the insufficient 
fiscal stimulus, more RBI policy rate cuts remain on the table. As 
such, we view current INR stability to be short-lived. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  76.10  (75.78)  3M  77.40  (76.25) 6M  76.50  (76.96) 12M  75.80  (78.48) 

Prakash Sakpal, Singapore +65 6232 6181 

USD/IDR 
IDR remains stable, opens door for BI rate cut  Current spot:13923  

 

 • IDR continues to enjoy renewed appreciation pressure with the 
central bank officials describing IDR as “undervalued”. 

• Bank Indonesia (BI) continued to surprise market players, 
refraining from cutting policy rates despite market consensus 
expecting the central bank to ease. 

• BI Governor Warjiyo retained his dovish stance, hinting at a 
possible policy rate cut in the near term with IDR stability tagged 
as the key decision variable for the timing to cut policy rates. 

• IDR may continue to appreciate but we expect BI to ease policy 
rates in the near term to bolster economic momentum, capping 
IDR strength. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  14617  (14173)  3M  14549  (14335) 6M  14407  (14566) 12M  14625 (14996) 

Nicholas Mapa, Philippines +63 28479 8855 
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USD/KRW 
High beta recovery  Current spot: 1190 

 

 • The KRW has appreciated back through the 1200 level, in line 
with its usual role of Asia’s highest beta currency. The KRW has 
only been beaten month-to-date by the IDR, as markets have 
given up worrying about fundamentals, and put their faith in the 
power of liquidity. The BoK has also hinted that it is done easing. 

• Any shock to current market complacency could hit the KRW 
hard for a while, but likely only temporarily, as the economy 
continues to make progress post-Covid-19. 

• Increased demand for technology products as we head towards 
2021 should buoy Korean exports and the KRW – the main risk 
being a resurgence of the US-China trade war. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (NDFs) 1M  1200  (1189)  3M  1240  (1189) 6M  1200  (1188) 12M  1160  (1184) 

Rob Carnell, Singapore +65 6232 6020 

USD/MYR 
A huge stimulus faces headwind of uncertain politics  Current spot: 4.242 

 

 • A big MYR sell-off in March due to oil price crash followed by 
some stability over the next two months, and then appreciation 
to a 2-month high coming into June as the end of Covid-19 
lockdowns started to revive oil demand. The worst isn’t over just 
yet. 

• A 23.8% YoY slump in exports sent the trade balance to the 
highest-ever deficit of MYR 3.5 billion in April. This and the hit to 
domestic demand from the Covid-19 lockdown will cause a big 
dent to GDP in 2Q (ING forecast -8.3% YoY).       

• MYR 35 billion of top-ups this month brings total stimulus to 
about 20% of GDP. The real thrust is just about 5%. Whether that 
finally comes through remains to be seen amid uncertain politics.    

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  4.300  (4.247)  3M  4.430  (4.257) 6M  4.350  (4.267) 12M  4.330  (4.289) 

Prakash Sakpal, Singapore +65 6232 6181 

USD/PHP 
PHP hits multi-year strength on foreign inflows  Current spot: 49.85 

 

 • The PHP dipped slightly in mid-May as corporate demand for the 
dollar surfaced with the government relaxing lockdown measures 
in select regions with low Covid-19 infections. 

• PHP has bounced back sharply of late, riding the risk rally with 
foreign investors helping buoy the local equity market. 

• The Bangko Sentral ng Pilipinas (BSP) Governor has vowed to 
provide stimulus if needed and we expect at least a 25bp rate cut 
in the near term.  

• We expect PHP to ride the risk rally in the near term but the trend 
may reverse if corporate demand accelerates as the economy 
continues to reopen. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  50.44 (49.90)  3M  51.15  (50.04) 6M  52.06  (50.23) 12M  52.48  (50.63) 

Nicholas Mapa, Philippines +63 2479 8855 
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USD/SGD 
Surging foreign currency deposits   Current spot: 1.383 

 

 • As for most Asian FX, June started off on a stronger note for the 
SGD. Aside from a gradual reopening of global and domestic 
economy buoying the risk-on sentiment, a surge in foreign 
currency deposits in local banks helped SGD strength.  

• The central bank (MAS) described the surge in foreign currency 
deposits as broad-based inflows, from all parts of the region and 
beyond, not particularly from Hong Kong SAR as some newswires 
had suggested given the troubled state of the Chinese territory.  

• The NODX and manufacturing continued strongly in April, though 
it’s still a lopsided growth led by pharmaceuticals. A prolonged 
slump and rising job losses remains in the near-term outlook. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  1.400  (1.383)  3M  1.420  (1.383) 6M  1.400  (1.382) 12M  1.380  (1.381) 

Prakash Sakpal, Singapore +65 6232 6181 

USD/TWD 
Inflows into the stock market helped TWD  Current spot: 29.56 

 

 • A Taiwan semiconductor company will set up an advanced 
factory in US. Though the exact outcome from this factory is 
uncertain, just like a similar story from another Taiwan 
technology company setting up factory in US some time ago, the 
market has reacted positively. There have been more inflows into 
the Taiwan stock market as shown by TWSE index. 

• But the economy does not seem to recover as well as its Covid-19 
preventive measures. Factory prices were -11.6%YoY in May 
after-10.8% in April, consumer prices have fallen since February. 
Unemployment climbed to 4.1%. The economy needs a recovery 
in global demand. 

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  29.85  (29.37)  3M  29.80  (29.14) 6M  29.70  (28.91) 12M  29.30  (28.53) 

Iris Pang, Hong Kong +852 2848 8071 

USD/THB 
At odds with weak fundamentals  Current spot: 30.89 

 

 • The THB's appreciation since April has reignited concerns of 
strong currency potentially hurting economic recovery. The Bank 
of Thailand is weighing more measures to curb short-term 
inflows, including tighter norms for the local gold trading as 
surging gold prices are partly aiding the currency’s strength.   

• Accelerated activity weakness and a record low business and 
consumer confidence support our view of over 8% YoY GDP fall in 
2Q. The government is preparing more stimulus to shore up 
domestic travel and consumer spending.  

• The BoT rate policy has almost reached its limits. We don’t think 
quantitative easing is on the table, not in the near term.   

Source: Bloomberg, ING forecasts   
 

ING forecasts (mkt fwd) 1M  31.35  (30.87)  3M  31.75  (30.87) 6M  31.50  (30.86) 12M  31.30  (30.87) 

Prakash Sakpal, Singapore +65 6232 6181 
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ING foreign exchange forecasts 

EUR cross rates Spot 1M 3M 6M 12M USD cross rates Spot 1M 3M 6M 12M 

Developed FX            
EUR/USD 1.13 1.15 1.18 1.20 1.15       
EUR/JPY 120.8 124.20 127.44 126.00 120.75 USD/JPY 107.38 108 108 105 105 
EUR/GBP 0.90 0.91 0.92 0.90 0.88 GBP/USD 1.25 1.26 1.28 1.33 1.31 
EUR/CHF 1.07 1.08 1.09 1.10 1.07 USD/CHF 0.95 0.94 0.92 0.92 0.93 
EUR/NOK 10.84 10.50 10.20 10.00 10.10 USD/NOK 9.63 9.13 8.64 8.33 8.78 
EUR/SEK 10.50 10.30 10.10 10.00 10.20 USD/SEK 9.33 8.96 8.56 8.33 8.87 
EUR/DKK 7.456 7.455 7.455 7.455 7.460 USD/DKK 6.63 6.48 6.32 6.21 6.49 
EUR/CAD 1.53 1.54 1.56 1.55 1.45 USD/CAD 1.359 1.34 1.32 1.29 1.26 
EUR/AUD 1.64 1.72 1.69 1.67 1.53 AUD/USD 0.69 0.67 0.70 0.72 0.75 
EUR/NZD 1.75 1.84 1.79 1.74 1.64 NZD/USD 0.64 0.63 0.66 0.69 0.70 

EMEA            
EUR/PLN 4.44 4.51 4.45 4.40 4.43 USD/PLN 3.95 3.92 3.77 3.67 3.85 
EUR/HUF 346.7 350.00 353.00 355.00 360.00 USD/HUF 308.1 304 299 296 313 
EUR/CZK 26.73 26.5 26.2 26.1 25.7 USD/CZK 23.75 23.0 22.2 21.8 22.3 
EUR/RON 4.83 4.85 4.85 4.87 4.90 USD/RON 4.30 4.22 4.11 4.06 4.26 
EUR/HRK 7.57 7.57 7.55 7.55 7.52 USD/HRK 6.72 6.58 6.40 6.29 6.54 
EUR/RSD 117.8 117.6 117.7 117.8 117.6 USD/RSD 104.7 102.3 99.7 98.2 102.3 
EUR/RUB 78.31 80.5 83.8 86.4 84.0 USD/RUB 69.59 70.0 71.0 72.0 73.0 
EUR/UAH 30.07 31.1 32.5 33.6 33.9 USD/UAH 26.75 27.00 27.50 28.00 29.50 
EUR/KZT 454.6 468.1 477.9 480.0 471.5 USD/KZT 404.0 407 405 400 410 
EUR/TRY 7.70 7.82 8.26 8.16 8.17 USD/TRY 6.84 6.80 7.00 6.80 7.10 
EUR/ZAR 19.16 19.6 19.5 19.2 19.6 USD/ZAR 17.03 17.00 16.50 16.00 17.00 
EUR/ILS 3.91 3.97 4.07 4.08 4.03 USD/ILS 3.48 3.45 3.45 3.40 3.50 

LATAM            
EUR/BRL 5.66 5.58 5.43 5.40 5.29 USD/BRL 5.03 4.85 4.60 4.50 4.60 
EUR/MXN 25.09 25.1 25.3 26.4 25.9 USD/MXN 22.30 21.80 21.40 22.00 22.50 
EUR/CLP 891.23 880 879 900 886 USD/CLP 792.04 765 745 750 770 
EUR/ARS 78.08 82.11 89.68 98.40 111.55 USD/ARS 69.38 71.40 76.00 82.00 97.00 
EUR/COP 4222.00 4140 4130 4140 3910 USD/COP 3751.42 3600 3500 3450 3400 
EUR/PEN 3.90 3.94 4.00 4.03 3.85 USD/PEN 3.46 3.43 3.39 3.36 3.35 

Asia            
EUR/CNY 7.97 8.22 8.38 8.46 8.05 USD/CNY 7.08 7.15 7.10 7.05 7.00 
EUR/HKD 8.72 8.91 9.16 9.32 8.97 USD/HKD 7.75 7.75 7.76 7.77 7.80 
EUR/IDR 16002 16810 17168 17288 16819 USD/IDR 14133 14617 14549 14407 14625 
EUR/INR 85.91 87.5 91.3 91.8 87.2 USD/INR 75.85 76.10 77.40 76.50 75.80 
EUR/KRW 1361.34 1380 1463 1440 1334 USD/KRW 1204.15 1200 1240 1200 1160 
EUR/MYR 4.83 4.95 5.23 5.22 4.98 USD/MYR 4.26 4.30 4.43 4.35 4.33 
EUR/PHP 56.77 58.0 60.4 62.5 60.4 USD/PHP 50.18 50.44 51.15 52.06 52.48 
EUR/SGD 1.57 1.61 1.68 1.68 1.59 USD/SGD 1.39 1.40 1.42 1.40 1.38 
EUR/TWD 33.63 34.3 35.2 35.6 33.7 USD/TWD 29.66 29.9 29.8 29.7 29.3 
EUR/THB 34.85 36.1 37.5 37.8 36.0 USD/THB 30.97 31.4 31.8 31.5 31.3 

Source: Bloomberg, ING 
 

 



FX Talking June 2020 

 

16 

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 subject to limited regulation by the Financial Conduct Authority (FCA). 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 https://www.ing.com. 
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