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FX Week 

The last week has seen a sharp adjustment in U.S. interest rate expectations, especially after 

May’s job data dramatically undershot expectations. Trade tensions also remain a prominent 

factor in causing markets to bring forward expected rate cuts, with U.S.-China trade frictions 

being added to by U.S.-Mexico trade uncertainty over the last week. A deal to avert U.S. tariffs 

on Mexico was apparently struck on Friday, but there is still some uncertainty as to what this 

deal actually represents as it conflates a number of different issues. However, it is not only the 

U.S. that is contemplating easier monetary policy. Globally too expectations for more monetary 

policy stimulus are building with Australia’s RBA and India’s RBI cutting interest rates last week 

and the ECB also signaling that it is open to re-opening QE. So while the USD has lost ground 

against a range of currencies, its losses have been tempered by the dovishness of others.    
 

With regional markets largely closed last week, they are reopening this week with a more dovish 

policy tone globally, amidst ongoing concerns about growth. The G20 finance ministers meeting 

in Japan concluded with a communique warning that escalating trade and geopolitical tensions 

represent a significant downside risk to growth, while U.S. jobs data appeared to underscore 

this risk. The report showed a weaker than expected 75,000 gain in non-farm payrolls, and 

downward revisions to previous months’ data. While the unemployment rate stayed at 3.6%, 

and wage growth was steady at 3.1%, the release supported the notion that the US economy is 

losing momentum, with the 3-month rolling average for payrolls dropping to 151k from over 200k 

in late 2018. In the wake of recent comments from Fed officials that a rate cut could be warranted 

‘soon’, the markets are thinking this could mean the summer. We doubt this will occur at the 

next FOMC meeting on June 18 and 19th, or even that the one after that in July, but it seems 

clear that the Fed will adjust its language and probably also take away the rate hike that is 

included in its dot-plot for next year. Most likely the Fed will want to see how the trade dispute 

with China plays out in the data over the summer, with a continued loss of economic momentum 

probably needed to justify a rate cut before the end of the year.  

 

The USD does not just have US fundamentals to consider as the other central banks have been 

even faster than the Fed at adjusting their policy frameworks. Geopolitical issues are also an 

ongoing concern that affect more than just U.S. growth and sentiment. U.S. data will be 

important in the coming week especially key numbers on inflation, retail sales, and production. 

Economic data out of Europe is unlikely to change the market's negative outlook on Eurozone 

growth, while in Asia, Chinese exports and imports data will be watched closely as will industrial 

production, fixed investment and retail sales.  

Weekly currency movement vs USD (%) 

 

Source: Bloomberg, Emirates NBD Research  
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EURUSD 

EURUSD rises on soft NFP 

Softer U.S. employment data weighed on the dollar at the end of 

last week, with the NFPs falling short of estimates and being 

accompanied by downward revisions to the previous month’s 

headline figure. Compared to the market expectations for 175,000 

new jobs in May, 75,000 were created and April’s original headline 

figure of 263,000 was revised downwards to 224,000. The report 

has renewed concerns about the U.S. economy slowing down and 

has raised expectations for a rate cut in 2019. Presently, the Fed 

Funds futures indicate that an 83.4% chance of a rate cut is priced 

in for the central bank’s July meeting. This expectation has 

weakened investor appetite for the dollar and has benefitted 

EURUSD. 

 

The euro has held steady over the last week, despite a shift to a 

more dovish tone from policy makers at the European Central Bank, 

who hinted that further stimulus and looser policy might be needed 

to help boost growth in the Eurozone. 

 

Over the week ahead, investors will pay attention to U.S. inflation, 

retail sales and consumer confidence. Any further softness in the 

data is likely to weigh further on the dollar and increase market 

expectations of looser monetary policy from the Federal Reserve. 

On the other hand, the dollar may benefit if trade tensions between 

the U.S. and China see further escalation in the week ahead. 

 

Technical outlook 

Last week’s 1.49% rise took the EURUSD to 1.1344, the highest 

weekly close since March 2019. The price had traded as high as 

1.1348 during the week, briefly breaking the 200-week moving 

average (1.1347), before encountering resistance. In the medium 

term, a break and weekly close above this key level is likely to 

trigger further gains towards the 50% one-year Fibonacci 

retracement (1.1479). 

Forecasts Spot 1 Week 1 month 

EURUSD 1.1334 1.1400 1.1300 

EURGBP 0.8898 0.8906 0.9040 

EURJPY 122.62 123.12 124.30 

 
 
 
 
 
 
 
 
 
 
 
 

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 

Risk aversion drives USDJPY lower 

A fall in 10-year U.S. treasury yields to 2.08% dragged USDJPY 

lower as the yen continued to benefit from safe haven bids amid 

heightened risk aversion. Trade tensions seem unlikely to ease in 

the short term, with the U.S. demanding China make major policy 

changes, while China wants any deal to remove all existing tariffs, 

two outcomes that will not be agreed to by the other party.   

 

The week ahead brings with it, the final revision of Japan’s Q1 2019 

GDP, estimated to show a modest upwards revision from 2.1% 

annualized q/q to 2.2%. However, U.S. data, yields and risk 

appetite are likely to be the factors that influence USDJPY the most 

in the week ahead. 

 

Technical outlook 

Last week, USDJPY posted a third week of declines, the 0.1% fall 

taking the price down to 109.19 on Friday. Over the course of the 

week, the cross had attempted to overcome the 38.2% one-year 

Fibonacci retracement (108.57) but failed to sustain its break of this 

former support-turned-resistance level. While the price continues to 

trade below this level, we may see a retracement down to 107.15, 

the 23.6% one-year Fibonacci retracement.  

 

Forecasts Spot 1 Week 1 month 

USDJPY 108.19 108.00 110.00 

EURJPY 122.62 123.12 124.30 

GBPJPY 137.80 138.24 137.50 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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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GBPUSD 

GBPUSD pares previous week’s losses 

Following Prime Minster Theresa May’s decision to stand down, the 

pound has continued to be influenced by sentiment on who the next 

Prime Minster will be. Investors continue to consider the risk that a 

Eurosceptic PM may be supportive of leaving the Eurozone without 

a deal. 

 

Presently it looks as if former foreign secretary Boris Johnson has 

a good chance of leading the conservative party and becoming PM. 

Following a pledge to deliver a “clean Brexit”, Johnson appears to 

be winning the support of prominent Brexiteers by also indicating 

he will withhold GBP39bn of payments promised to the EU in lieu 

of a better deal. With the contest not due to end until the end of July 

there is plenty of time for the campaign to provide sporadic 

episodes of GBP volatility. Over the week ahead, employment, 

production and GDP data from the UK will likely take a backseat, 

as politics will continue to be the main driver of the pound. However, 

recent soft PMI manufacturing data showed the UK economy losing 

momentum which is unlikely to do much to help support it.    

 

Technical outlook 

GBPUSD rose over the last five days by 0.86% to close at 1.2737, 

paring the losses of the previous week. This move has taken the 

price back above the 23.6% one-year Fibonacci retracement, which 

had acted as a resistance level earlier. While the price stays above 

this level, a retest of the 1.28 level seems likely in the short term. 

 

Forecasts Spot 1 Week 1 month 

GBPUSD 1.2737 1.2800 1.2500 

EURGBP 0.8898 0.8906 0.9040 

GBPJPY 137.80 138.24 137.50 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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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Elsewhere 

RBI cuts rates… 

The Reserve Bank of India reduced repo rate by 25 bps to 5.75%. 

The central bank also changed its stance from neutral to 

accommodative. The move was widely expected in light of weak 

macroeconomic data and continuance of subdued inflation. The 

move by the RBI was also in consonance with a dovish shift in 

monetary policy by all major central banks. Despite this cut, 

USDINR fell by 0.58% last week to 69.47, principally as a result of 

dollar weakness following the softer than expected employment 

data. 
 

As does the RBA 

Amid concerns regarding a slowdown in growth and the labour 

market, as well as the fall out of escalating trade tensions between 

the U.S. and China, the RBA cut interest rates to a record low of 

1.25% on the 4th June. Over the course of last week, AUDUSD rose 

0.93% to close at 0.7002, after resistance at the 50-day moving 

average (0.7022) put a halt on further gains. A break above this 

level is likely to result in a move towards the 38.2% one-year 

Fibonacci retracement. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Yield Spreads- AUDUSD 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Bloomberg, Emirates NBD Research 

Net Positioning -AUDUSD 

 
Source: Bloomberg, Emirates NBD Research 

Weekly Candle Chart -USDINR 

 
Source: Bloomberg, Emirates NBD Research
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FX Forecasts  

FX Forecasts - Major Forwards 

 7-Jun Q2 2019 Q3 2019 Q4 2019 Q1 2020 3m 6m 12m 

EURUSD 1.1334 1.1300 1.1600 1.2000 1.2200 1.1418 1.1492 1.1637 

USDJPY 108.19 111.00 112.00 110.00 110.00 107.44 106.78 105.50 

USDCHF 0.9877 1.0000 0.9800 0.9700 0.9500 0.9795 0.9722 0.9582 

GBPUSD 1.2737 1.2700 1.2500 1.2800 1.3000 1.2791 1.2834 1.2910 

AUDUSD 0.7001 0.6900 0.7200 0.7400 0.7700 0.7017 0.7030 0.7050 

NZDUSD 0.6665 0.6600 0.6900 0.7100 0.7300 0.6676 0.6685 0.6697 

USDCAD 1.3267 1.3000 1.2600 1.2500 1.2200 1.3243 1.3230 1.3208 

EURGBP 0.8898 0.8898 0.9280 0.9375 0.9385 0.8926 0.8955 0.9014 

EURJPY 122.62 125.43 129.92 132.00 134.20 122.62 122.62 122.62 

EURCHF 1.1195 1.1300 1.1368 1.1640 1.1590 1.1184 1.1174 1.1151 

FX Forecasts - Emerging  

 7-Jun Q2 2019 Q3 2019 Q4 2019 Q1 2020 3m 6m 12m 

SAR 3.7503 3.7500 3.7500 3.7500 3.7500 3.7514 3.7531 3.7580 

AED 3.6729 3.6730 3.6730 3.6730 3.6730 3.6738 3.6746 3.6765 

KWD 0.3040 0.3020 0.3020 0.3020 0.3020 0.3037 0.3038 -- 

OMR 0.3850 0.3850 0.3850 0.3850 0.3850 0.3857 0.3865 0.3890 

BHD 0.3770 0.3770 0.3770 0.3770 0.3770 0.3761 0.3761 0.3782 

QAR 3.6566 3.6400 3.6400 3.6400 3.6400 3.6530 3.6515 3.6505 

EGP 16.7505 17.0000 17.5000 17.7500 17.7500 17.1576 17.6250 18.5475 

INR 69.470 70.000 70.000 68.000 68.000 70.1100 70.8500 72.3100 

CNY 6.9098 6.9000 7.0000 7.1000 7.2000 6.9385 6.9589 6.9958 

SGD 1.3620 1.3500 1.3200 1.3000 1.2900 1.3601 1.3586 1.3558 

FX Forecasts - MENA 3.7503 

 7-Jun Q2 2019 Q3 2019 Q4 2019 Q1 2020    

MAD 9.6157 9.7000 9.8000 9.8000 9.9000    

TND 2.9614 3.0000 3.0500 3.1000 3.1000    

TRY  5.8305 6.2000 6.3000 6.4000 6.5000    

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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Interest Rate Differentials - AUD 
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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 
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. 
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE 
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. 
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS 
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE 
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. 
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED 
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE 
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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