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FX Week 

On Friday the USD managed to recoup some of the losses it experienced during the early 

part of last week, even though stock markets remain fragile and bond yields are still soft. 

At the forefront of USD strength remains GBPUSD, which continues to be weighed on by Brexit 

and the possibility of a no-deal outcome. Despite its relative weakness, and the EU and the UK 

having reached an agreement today at their extraordinary summit in Brussels, we doubt if the 

markets have fully discounted the possibility that it won’t be passed through Parliament in 

December. As this more important deadline approaches the likelihood is that GBP will lose further 

ground, with the risk of greater capitulation once the outcome is actually known.  
 

Geopolitics will dominate in other respects this week as well, with the G20 meeting at the 

end of it being the main focal point. We would not be surprised if a trade agreement of sorts is 

agreed in principle between the US and China, giving some heart to markets, but the detail may 

not be as positive as the headlines suggest and any euphoria may well be short lived. Once again, 

sentiment may receive a short term boost, but whether it can be sustained will be the more 

meaningful question and test.  

 

Attention on oil markets will also be prominent given the heavy losses experienced last 

week. President Trump may think he is succeeding in manipulating the price lower, but the real 

test will come with the OPEC meeting in early December, as OPEC interests are broader 

and not necessarily as aligned as the US President might think. Rather than delivering a 

consistently lower oil price, President Trump may actually be paving the way for greater volatility.  

 

Markets may also be looking for silver linings in Fed statements over the course of the 

week, hoping for hints of a more dovish tone ahead of the December FOMC meeting. Both 

Fed Chair Jerome Powell and Vice Chair Richard Clarida are due to speak this week, but they are 

unlikely to give much away regarding the Fed’s intentions. Again the markets may see what they 

want to believe in the short term, but reality is only likely to come into view in December, a bit like 

with Brexit, with oil and over trade.        

Weekly currency movement vs USD (%) 

 

Source: Bloomberg, Emirates NBD Research  

Forecasts Spot 1 Week 1 month 

EURUSD 1.1337 1.1350 1.1500 

GBPUSD 1.2814 1.2900 1.2500 

USDJPY 112.96 113.00 114.00 

EURJPY 128.06 128.26 131.10 

EURGBP 0.8848 0.8798 0.9200 

GBPJPY 144.74 145.77 142.50 
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EURUSD 

EURUSD falls as dollar recovers on Friday 

EURUSD began the week on firmer footing after investors cut dollar 

long positions amid speculation that the rate of tightening of 

monetary policy may slow in 2019 and be more gradual than the 

current Federal Reserve estimates. 

 

These gains were not to last as the minutes from the ECB revealed 

that policy makers were concerned with the pace of growth 

becoming more sluggish. These concerns were proven to be well 

founded as economic data released on Friday showed that the 

Eurozone’s aggregate manufacturing data grew at the slowest pace 

in over three years. Under these conditions, EURUSD declined 

towards the end of the week.  

 

Any recovery may be hindered by data and 

Italy concerns 

The Euro may continue to find itself under pressure as more tepid 

economic data could put the ECB’s tightening bias into question. 

Over the week ahead, investors will be looking towards consumer 

and business confidence surveys, unemployment data and 

November’s advance inflation data. Should there be any downside 

surprises, the Euro is likely to find itself under additional pressure. 

 

The single currency will also be prone to turmoil originating from the 

growing rift between Italy and the European Commission over the 

intended 2.4% budget deficit and the nation’s growing debt. 

 

Technical outlook 

EURUSD fell over the last week, cancelling the gains of the 

previous week. The 0.68% decline during this period has taken the 

price back to 1.1337, not far from the 200-week moving average of 

1.1313. There has not been a weekly close below the 200-week 

moving average since November 2017. Should this level hold, 

further gains towards 1.15 can be expected in the final quarter of 

2018. However, a weekly close below this level is likely to catalyze 

more significant declines towards the 2018 low of 1.1216. A break 

of this level could pave the way towards 1.10. 

 

Forecasts Spot 1 Week 1 month 

EURUSD 1.1337 1.1350 1.1500 

EURGBP 0.8848 0.8798 0.9200 

EURJPY 128.06 128.255 131.10 

 
 
 
 

Yield Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 

Net Positioning 

 
Source: Bloomberg, Emirates NBD Research 

Daily Candle Chart 

 
Source: Bloomberg, Emirates NBD Research 
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USDJPY 

USDJPY remains range bound 

Despite a fall in 10-year Treasury yields, USDJPY remained range 

bound between 112.30-113.20 for most of last week. While 

Japanese inflation data fell in line with expectations (1.4% y/y in 

October), during the same month, the trade deficit was wider than 

expected and widened to JPY 449.3bn compared with a surplus of 

JPY 131.3bn in October. However, the market reaction to the data 

was muted and the main driver behind USDJPY remained market 

risk appetite. 

 

Data and risk appetite to drive JPY 

Over the week ahead, investors expect economic reports to show 

that Japan’s unemployment rate remained at 2.3% in October and 

retail sales grew 2.6% y/y during the same period. In addition, there 

is the expectation that data will confirm inflation slowing in 

November, the 1.1% figure remaining far from the Bank of Japan’s 

target. None of this data is likely to be supportive of the JPY, whose 

main beneficiary may once again be risk aversion. 

 

With the G20 summit in Buenos Ares from the 29th-30th of 

November, the tone of the discussions there may very well 

determine how USDJPY ends the week. Should discussions prove 

to be optimistic, USDJPY will rise with increased market risk 

appetite. However, should tensions escalate, the opposite will be 

true. 

 

Technical 

USDJPY posted a modest gain of 0.12% last week, closing at 

112.96, just above the 50-day moving average (112.95). Analysis 

of the daily candle chart shows that over the course of the week, 

the cross found consistent support on the baseline of the daily 

uptrend that has been in effect since March 2018. While the daily 

closing price remains above this level (circa 112.70), further gains 

towards 114 can be expected. 

 

Forecasts Spot 1 Week 1 month 

USDJPY 112.96 113.00 114.00 

EURJPY 128.06 128.255 131.10 

GBPJPY 144.74 145.77 142.50 

 
 
 
 
 
 
 
 
 
 
 

Yield Spreads 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 

Net Positioning 

 
Source: Bloomberg, Emirates NBD Research 

Daily Candle Chart 

 
Source: Bloomberg, Emirates NBD Research 
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GBPUSD 

GBPUSD falls for a third week 

In the absence of first tier economic data, the pound declined for a 

third week as uncertainties over Brexit persisted. The pound has 

become increasingly vulnerable to further declines due to the 

growing risk of a “no-deal” Brexit and as a result. As a result we 

have adjusted our GBP forecasts to take this eventuality into 

consideration. 

 

Parliament in focus as the EU leaders agree 

EU leaders met at a summit earlier today where they united in 

agreement that the deal struck last week was “the best deal on 

offer” and the European Parliament will formally approve the deal 

in February of March. This news may provide some relief for the 

pound but such this is likely to prove only temporary. Asked about 

whether the deal could be renegotiated if rejected by the U.K. 

Parliament, President Antonio Tajani said that renegotiation would 

be “impossible”. Following this news, investors will turn their 

attention towards headlines in the U.K. Should Prime Minister May 

lose the vote in the House of Commons (expected in December), 

this would throw her plans up in the air, and barring any surprise 

changes, the U.K. would leave the EU in March without any formal 

agreement or transition period. Speculation about such an outcome 

is likely to weigh heavily on the pound and further downside seems 

the path of least resistance as markets will be wont to overlook 

economic data and focus on news headlines. 

 

Technical 

GBPUSD fell for a third week, losing 0.17% to close at 1.2813. This 

decline means that for a sixth week, there has been a close below 

the 100-week moving average (1.3135), which is bearish for the 

price. While the weekly closes are below this level, there is a risk of 

a retest of the one year low of 1.2662, a break of which could lead 

to a more significant falls towards the 1.25 handle.  

 

Forecasts Spot 1 Week 1 month 

GBPUSD 1.2814 1.2900 1.2500 

EURGBP 0.8848 0.8798 0.9200 

GBPJPY 144.74 145.77 142.50 

 
 
 
 
 
 
 
 
 
 
 
 

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

Nov-17 Feb-18 May-18 Aug-18 Nov-18

(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

Oct-13 Oct-14 Oct-15 Oct-16 Oct-17 Oct-18

GBPUSD Inflation adjusted yield spreads (2 yr)



 
 
 
 
 
 

Page 5 
 

 

FX Forecasts  

FX Forecasts - Major Forwards 

 23-Nov Q4 2018 Q1 2019 Q2 2019 Q3 2019 3m 6m 12m 

EURUSD 1.1337 1.1500 1.1500 1.1800 1.2000 1.1434 1.1525 1.1720 

USDJPY 112.96 114.00 116.00 114.00 112.00 112.04 111.18 109.37 

USDCHF 0.9974 1.0000 1.0000 0.9800 0.9700 0.9879 0.9790 0.9607 

GBPUSD 1.2814 1.2500 1.3000 1.3500 1.4000 1.2875 1.2933 1.3054 

AUDUSD 0.7233 0.7300 0.7550 0.7700 0.8000 0.7244 0.7256 0.7282 

NZDUSD 0.6781 0.6800 0.6900 0.7100 0.7400 0.6791 0.6802 0.6827 

USDCAD 1.3238 1.3000 1.2650 1.2600 1.2500 1.3212 1.3192 1.3157 

EURGBP 0.8848 0.9200 0.8846 0.8741 0.8571 0.8881 0.8912 0.8979 

EURJPY 128.06 131.10 133.40 134.52 134.40 128.06 128.06 128.06 

EURCHF 1.1311 1.1500 1.1500 1.1564 1.1640 1.1299 1.1287 1.1263 

FX Forecasts - Emerging 7-Sep 

 23-Nov Q4 2018 Q1 2019 Q2 2019 Q3 2019 3m 6m 12m 

SAR 3.7519 3.7500 3.7500 3.7500 3.7500 3.7520 3.7532 3.7595 

AED 3.6730 3.6730 3.6730 3.6730 3.6730 3.6736 3.6743 -- 

KWD 0.3041 0.3020 0.3020 0.3020 0.3020 0.3009 0.2984 -- 

OMR 0.3850 0.3850 0.3850 0.3850 0.3850 0.3856 0.3862 0.3880 

BHD 0.3769 0.3770 0.3770 0.3770 0.3770 0.3761 0.3761 0.3794 

QAR 3.6533 3.6400 3.6400 3.6400 3.6400 3.6536 3.6545 3.6570 

EGP 17.8900 18.0000 18.1250 18.2500 18.2500 18.3975 18.9050 19.9250 

INR 70.6963 70.000 70.000 68.000 68.000 71.2700 72.0300 73.4600 

CNY 6.9485 6.9000 7.0000 7.1000 7.2000 6.9696 6.9871 7.0091 

SGD 1.3749 1.3500 1.3200 1.3000 1.2900 1.3725 1.3689 1.3612 

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 
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