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FX Week 

Last week was a momentous one in terms of economic data, policy responses, and in terms of 

political developments, all of which will have short and long term implications for financial markets.  
 

The most prominent news saw the U.S. Federal Reserve become more dovish after months of 

hinting that it was moving in this direction. At its March FOMC meeting the Fed saw fit to remove 

any tightening from its dot-plot projections through the rest of this year, only retaining one projected 

hike in 2020. The Fed’s median GDP growth forecast was revised down for both 2019 and 2020, 

and while Fed Chairman Powell re-iterated that policy decisions remain data dependent, it would 

likely take a very strong rebound in growth and inflation to get the Fed back on its tightening path. 

As this seems unlikely to happen the Fed has effectively finished its tightening cycle begun 

in 2015. This not only has implications for interest rates but also for the dollar which weakened 

initially on the news.  

 

However, subsequent economic data released suggested that the dollar’s course may not be 

straightforward. In many ways the Fed’s message was eclipsed by bad European economic news 

at the end of the week which showed the Eurozone composite PMI falling to 51.3 in March from 

51.9 in February, suggesting that the Eurozone economy barely grew in Q1. Most striking of all, 

the German manufacturing PMI dropped to 44.7, its lowest level since 2012 when the German 

economy was in recession. While the dollar reacted negatively to the message from the Fed on 

Thursday, the Euro saw even bigger falls on Friday highlighting that it is in the Eurozone where 

the biggest threat to global growth resides. A tussle between the Euro and the Dollar appears 

to be looming as to which currency will weaken the most in the coming months, with the 

Euro for the moment appearing the most vulnerable.   

 

Not to be forgotten in these stakes is also Sterling, with Brexit still ominously hanging over it. Once 

again the week ended without a definitive conclusion to the Brexit saga after another turbulent few 

days. And with only five more days to go to the original 29th March deadline (now extended) , 

rather remarkably all of the options are still on the table between Prime Minister May’s deal, ‘no-

deal’, a long term delay, revoke article 50 and another referendum, with an amalgam of other 

options also likely to be considered in the coming weeks as well.  What did change, however, was 

the timeline, with Brexit effectively being postponed to either 22nd May if Parliament backs May’s 

deal this week, or 12th April if they do not. EU patience with the May’s government is clearly running 

thin, but somewhat surprisingly the market’s patience with the pound appears more or less intact. 

By now it might have been previously assumed that a ‘no-deal’ Brexit would have been 

written off as a possibility, but it is probably because it has not been that the pound remains 

rooted in the low 1.30’s, seemingly steady, but in reality still sitting on a knife edge.  

Weekly currency movement vs USD (%) 

 

Source: Bloomberg, Emirates NBD Research  
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EURUSD 

EURUSD pressured by weak Eurozone data 

Concerns over recovery in the Eurozone were reignited after PMIs 

showed renewed weakness in the manufacturing sector. The 

aggregate Eurozone Manufacturing PMI showed contraction in 

March, falling from 49.3 to 47.6 while in Germany, the Eurozone’s 

largest economy, the Markit/BME Germany Manufacturing PMI 

showed the largest contraction in six years, at 44.7. These 

concerns have weighed on the common currency and last week, 

the euro pared its prior gains and ended the week lower. 

 

U.S. GDP to be eyed in the week ahead 

In the week ahead, investors will be looking towards the third 

estimates of U.S. Q4 2018 GDP to gauge the overall health of the 

U.S. economy. Currently, the analyst consensus if for personal 

consumption to be revised down from 2.8% to 2.6%, pushing down 

GDP from 2.6% annualized q/q to 2.3%. With data showing that the 

U.S. monthly budget deficit in February was the largest ever 

recorded at almost USD 234Bn, should the downward revisions for 

growth be greater than expected, it may result in renewed pressure 

on the USD. 

 

Technical outlook 

A significant decline on Friday resulted in EURUSD closing 0.21% 

lower last week at 1.1301. As a result of this loss, the price moved 

back below the 50 and 100-day moving averages (1.1352 and 

1.1367 respectively) as well as the 200-week moving average 

(1.1339). This is the third consecutive week that there has been a 

close below the 200-week moving average which has a bearish 

short term outlook for the cross. While the price remains below this 

level, there is a risk of a retest of the 2019 lows of 1.1177. 

 

Forecasts Spot 1 Week 1 month 

EURUSD 1.1302 1.1400 1.1500 

EURGBP 0.85587 0.8837 0.9200 

EURJPY 124.24 124.26 128.80 

 
 
 
 
 
 
 
 
 
 
 
 
 

Yield Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 

Net Positioning 

 
Source: Bloomberg, Emirates NBD Research 

Weekly Candle Chart 

 
Source: Bloomberg, Emirates NBD Research 
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USDJPY 

JPY supported by safe haven bids 

A negative performance across equity markets resulted in a lack of 

risk appetite last week, the MSCI World Index declining by 0.66%. 

At the same time yields on 10-year U.S. treasuries fell 16 bps to 

2.44%. Under these conditions, the yen benefited from its appeal 

as a safe haven as well as from narrowing interest rate differentials,  

resulting in USDJPY falling below the psychologically significant 

110 level. 

 

In the week ahead, Japanese inflation data is expected to show that 

headline consumer prices rose 0.9% y/y in March, up from 0.6% in 

February. However, despite the increase, the Bank of Japan’s 2% 

inflation target remains far out of reach and this markets are likely 

to overlook this data and let risk appetite continue to be the main 

driving force behind USDJPY price action. 

 

Technical outlook 

A 1.39% decline resulted in a close of 109.93 for USDJPY on 

Friday, the first weekly close below 110 in six weeks. The move is 

also technically significant as it resulted in a break below both the 

formerly supportive 50-week moving average (110.97) and the 100-

week moving average (110.83). In the week ahead if the 50% one-

year Fibonacci retracement (109.56) fails to provide support, a 

larger decline towards 108.50 cannot be ruled out. 

 

Forecasts Spot 1 Week 1 month 

USDJPY 109.92 109.00 112.00 

EURJPY 124.24 124.26 128.80 

GBPJPY 145.19 140.61 140.00 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Yield Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 
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Source: Bloomberg, Emirates NBD Research 

Weekly Candle Chart 

 
Source: Bloomberg, Emirates NBD Research 
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GBPUSD 

GBPUSD declines as no-deal scenario remains 

a possible outcome 

While the European Union agreed to extend the Brexit deadline by 

two weeks to April 12th, or May 22nd if Parliament passes Prime 

Minister May’s deal, the pound remains under pressure as a no-

deal exit remains a possible outcome. This fear is clearly 

demonstrated by the positioning of options which show that one-

month risk- reversal “puts” on GBP are the largest since June 2016. 

 

In the week ahead the pound will continue to be influenced by Brexit 

developments, mainly the outcome of Parliament’s vote on May’s 

deal. In addition to Brexit developments, there have been reports in 

the British media over the weekend that May’s cabinet want her to 

step down and an interim leader to finalize the Brexit process. The 

Sunday Times are reporting that as least six senior ministers want 

her Deputy to replace her and will threaten a mass resignation on 

Monday if she does not step down.  

 

With so many unknowns and so much uncertainty ahead, it is likely 

to remain a volatile week for sterling, which at just above 1.30 is 

effectively sitting on a knife-edge. . 

 

Technical outlook 

GBPUSD fell by 0.61% last week, closing at 1.3209 on Friday. The 

price had broken below the 50-day moving average (1.3066) and 

traded as low as 1.3004 before recouping some of the losses. 

Analysis of the weekly candle chart reveals that the price has closed 

below the 100-week moving average (13220). This was former 

resistance level that as breached last week and while the price 

remains below this level, risks remain to the downside.  

 

Forecasts Spot 1 Week 1 month 

GBPUSD 1.3209 1.2900 1.2500 

EURGBP 0.8559 0.8837 0.9200 

GBPJPY 145.19 140.61 140.00 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Yield Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 

Net Positioning 

 
Source: Bloomberg, Emirates NBD Research 

Weekly Candle Chart 

 
Source: Bloomberg, Emirates NBD Research

1.10

1.20

1.30

1.40

1.50

-200

-150

-100

-50

0

50

100

150

Mar-18 Jun-18 Sep-18 Dec-18 Mar-19

(c
o
n
tr

a
c
ts

 0
0
0
s
)

long short net long (lhs) FX (rhs)

-6.00

-5.00

-4.00

-3.00

-2.00

-1.00

0.00

1.00

2.00

3.00

4.00

1.15

1.25

1.35

1.45

1.55

1.65

1.75

1.85

Feb-14 Feb-15 Feb-16 Feb-17 Feb-18 Feb-19

GBPUSD Inflation adjusted yield spreads (2 yr)



 
 
 
 
 
 

Page 5 
 

 

FX Forecasts  

FX Forecasts - Major Forwards 

 22-Mar Q1 2019 Q2 2019 Q3 2019 Q4 2019 3m 6m 12m 

EURUSD 1.1302 1.1500 1.1500 1.1800 1.2000 1.1390 1.1476 1.1645 

USDJPY 109.92 111.00 113.00 112.00 110.00 109.13 108.35 106.81 

USDCHF 0.9936 1.0000 1.0000 0.9800 0.9700 0.9851 0.9767 0.9606 

GBPUSD 1.3209 1.2500 1.3000 1.3500 1.4000 1.3269 1.3328 1.3436 

AUDUSD 0.7083 0.7300 0.7550 0.7700 0.8000 0.7095 0.7107 0.7134 

NZDUSD 0.6879 0.6800 0.6900 0.7100 0.7400 0.6890 0.6901 0.6918 

USDCAD 1.3429 1.3250 1.2850 1.2600 1.2500 1.3398 1.3369 1.3316 

EURGBP 0.8559 0.9200 0.8846 0.8741 0.8571 0.8586 0.8613 0.8669 

EURJPY 124.24 127.65 129.95 132.16 132.00 124.24 124.24 124.24 

EURCHF 1.1228 1.1500 1.1500 1.1564 1.1640 1.1218 1.1207 1.1184 

FX Forecasts - Emerging  

 22-Mar Q1 2019 Q2 2019 Q3 2019 Q4 2019 3m 6m 12m 

SAR 3.7503 3.7500 3.7500 3.7500 3.7500 3.7507 3.7515 3.7552 

AED 3.6730 3.6730 3.6730 3.6730 3.6730 3.6736 3.6742 3.6762 

KWD 0.3034 0.3020 0.3020 0.3020 0.3020 0.3034 0.3035 -- 

OMR 0.3850 0.3850 0.3850 0.3850 0.3850 0.3856 0.3865 0.3885 

BHD 0.3770 0.3770 0.3770 0.3770 0.3770 0.3762 0.3762 0.3784 

QAR 3.6535 3.6400 3.6400 3.6400 3.6400 3.6542 3.6546 3.6558 

EGP 17.2540 18.0000 18.1250 18.2500 18.2500 17.8150 18.3200 19.2300 

INR 68.958 70.000 70.000 68.000 68.000 70.0100 70.7000 71.9800 

CNY 6.7182 6.9000 7.0000 7.1000 7.2000 6.7240 6.7330 6.7500 

SGD 1.3526 1.3500 1.3200 1.3000 1.2900 1.3500 1.3476 1.3424 

FX Forecasts - MENA 3.7503 

 22-Mar Q1 2019 Q2 2019 Q3 2019 Q4 2019    

MAD 9.6234 9.5000 9.6000 9.6000 9.7000    

TND 2.9973 3.0800 3.1000 3.1500 3.2000    

TRY  5.7593 5.4000 5.5000 5.6000 5.7000    

Source: Bloomberg, Emirates NBD Research 
*Denotes USD peg 
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 Major FX and Nominal Interest Rates 

Interest Rate Differentials - EUR 

 

 

Interest Rate Differentials – JPY 

 

 

Interest Rate Differentials - CAD 

 

Source: Bloomberg, Emirates NBD Research 
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 Major FX and Real Interest Rates 

Interest Rate Differentials - EUR 

 

 

 

 

 

 

 

 

 
 

Interest Rate Differentials – JPY 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Interest Rate Differentials - CAD 

 

 

 

 

 

 

 

 

 

Source: Bloomberg, Emirates NBD Research 
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Major Currency Positions 

CFTC – Speculative Positions - EUR 

 

 

CFTC – Speculative Positions - JPY 

 

CFTC – Speculative Positions - CAD 

 

 

 

CFTC – Speculative Positions - GBP 
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Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the 
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such 
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the 
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to 
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this 
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates 
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result 
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related 
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any 
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates 
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third 
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.  
 
None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD 
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, 
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary 
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, 
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from 
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision 
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, 
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL, 
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH 
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR 
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements 
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the 
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such 
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.  
 
Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory 
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a 
conflict of interest that could affect the objectivity of this report.  
 
The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific 
needs of recipients.  
 
Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates 
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments 
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment 
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any 
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is 
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the 
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed, 
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of 
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All 
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any 
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other 
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof. 
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor 
to, the content of the publication, or any variations or derivatives thereof, for any purpose.  
 
YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR 
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY 
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY 
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU 
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PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, 
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from 
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, 
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to, 
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving 
the publication.  
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General Manager Wholesale Banking 
JonathanM@emiratesnbd.com 

Aazar Ali Khwaja 
Senior Executive Vice President 
Global Markets & Treasury 
+971 4 609 3000 
aazark@emiratersnbd.com 

Tim Fox 
Head of Research & 
Chief Economist 
+9714 230 7800 
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Khatija Haque 
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+9714 230 7803 
khatijah@emiratesnbd.com 

Anita Yadav 
Head of Fixed Income Research 
+9714 230 7630 
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+9714 609 3015 
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Edward Bell 
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+9714 230 7701  
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Daniel Richards 
MENA Economist 
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