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INTRODUCTION
April was characterised by broad USD weakness, with the DXY index falling 2.07% from
93.20 to 91.28. As anticipated in our March USD outlook, the bout of broad USD weakness
was triggered by the Federal Reserve effectively killing the reflationary steam train and
other major DM economies catching up with the US economic recovery. Developments in
Europe have seen the pace of vaccine distribution ramp up, resulting in the European
Commission bringing forward their target to vaccinate 70% of adults by 3 months to the
end of June (see the latest vaccination chartbook for more).

Elsewhere, sterling struggled to hold its head above the 1.40 handle despite a partial
reopening of the services sector. Traders still await the signs of how robust the UK economic
rebound is going to be under the latest measures and the viability of further reopening on
May 17th before the pound breaks into new ranges. Developments in the G10 space in April
can’t be discussed without mention of the Bank of Canada, who in their latest policy decision
struck a hawkish tone by announcing the tapering of their QE programme along with revising
forward their expectation of rate liftoff to H2 20222. This confirmed our long-held bullish
view on the loonie, with the Canadian currency joining NOK in leading gains in the G10 space
against the dollar.

G10 and EM FX returns vs USD in April

Markets embraced this news as Pfizer committed to increasing 
shipments of their vaccine to the continent. Consequently, EURUSD 

rallied above the 1.20 handle for the first time since early March, with 
our April 3-month target achieved ahead of expectations. 

https://www.monexeurope.com/news-analysis/pdf/remaining-mildly-bearish-but-finding-pockets-of-deeper-depreciation/
https://www.monexeurope.com/news-analysis/european-vaccine-rollout-takes-centre-stage-while-developing-countries-struggle-with-a-dire-covid-situation/
https://www.monexeurope.com/news-analysis/in-depth-analysis/bank-of-canada-tapers-qe-and-casts-hawkish-tone-for-markets-to-digest/
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FORECASTS

Currency Pair 1-month 
(31st May 2021)

3-month
(31st July 2021)

6-month 
(31st October 2021)

12-month 
(30th April 2022)

G10

EUR/USD 1.21 1.22 1.23 1.24

USD/JPY 110 108 106 105

GBP/USD 1.40 1.43 1.45 1.46

EUR/GBP 0.86 0.85 0.85 0.85

GBP/EUR 1.16 1.17 1.18 1.18

USD/CHF 0.92 0.93 0.93 0.93

EUR/CHF 1.11 1.13 1.14 1.15

USD/CAD 1.24 1.22 1.21 1.20

AUD/USD 0.77 0.78 0.79 0.80

NZD/USD 0.72 0.73 0.745 0.76

USD/SEK 8.4 8.3 8.2 8.1

EUR/SEK 10.15 10.1 10.1 10.05

USD/NOK 8.2 8.0 7.9 7.7

EUR/NOK 9.9 9.8 9.7 9.5

DXY 90.93 89.90 89.01 88.29

Emerging Markets

USD/CNY 6.5 6.5 6.4 6.3

USD/INR 74 73 72 72

USD/ZAR 14.2 14.5 14.6 14.6

USD/RUB 74.5 73.5 72 70

EUR/RUB 90.15 89.7 88.6 86.8

USD/TRY 8.5 8.55 8.7 8.8

USD/BRL 5.4 5.5 5.3 5.2

USD/MXN 20 20 19.5 19



EUR
EURUSD rose from the ashes over the course of April as the bout of USD strength didn’t
make it past March, while in the euro area, vaccinations started to pick up pace and progress
on the recovery fund put a floor underneath the pair. We remain bullish on EURUSD going
forward based upon its procyclical nature, the earlier June vaccination target set by the
European Commission and the EU recovery fund, which is set against a backdrop of fading US
economic outperformance. The same factors that make our EURUSD call bullish are its
biggest downside risks as well: a delay in the EU recovery fund or slow-going vaccine rollout
could hamper eurozone sentiment. In the second half of 2021, we expect the Fed to signal
QE tapering to begin in 2021, while the ECB arguably has less room to maneuver by then. For
this reason, we remain mildly bullish over the 6- and 12-month horizon. (see here for the
latest EUR outlook).

GBP

JPY
In late April, the Japanese yen retraced its previous recovery against the dollar. The recent
surge in new cases, the declaration of a state of emergency in the four big prefectures, and
the progressive rise of the US 10-year were the main drivers of the JPY reversion. Alongside
this, the Bank of Japan revised down their inflation outlook, firming the market conviction of
loose monetary policy over the following years.

However, past the current situation and as vaccination progresses, the yen should trade back
up on a broader weak USD narrative.
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Throughout the course of the 
next month, sterling should find 

enough supportive factors to 
test the 1.40 handle, while we 

expect the UK consumer to 
provide the pound with 

substantial tailwinds once the 
recovery is well underway. 

GBPUSD price action over the course of
April suggested that markets are awaiting a
fresh positive catalyst before the pair breaks
the 1.40 handle. We expect this to occur in
May, with the Bank of England likely to
continue casting a cautiously optimistic
tone on the recovery and the English
economy set to join Scotland and Wales in a
further reopening come May 17th.

“We believe the yen is poised to weaken further in the short term 
as downside risks to the economic outlook materialise.” 

https://www.monexeurope.com/news-analysis/outlooks/euro-rally-hinges-on-improved-vaccine-rollout-in-q2/
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Cheap yen valuation should provide some support to the currency as the economy recovers,
with a low bar for expectations setting the tone for potential upside surprises.

CAD
Developments in USDCAD have broadly followed our expectations thus far this year with the
loonie progressively rallying on a more robust economic outlook despite a sluggish vaccine
campaign.

This is due to our expectation of the currency carving fresh multi-year highs at a time when
shorting USDCAD remains a heavily saturated trade. Meanwhile, a hawkish Bank of Canada is
already baked into the price, and with the BoC setting a high standard for the economic
recovery, incoming data will have a high threshold to clear in order to bring forward market
expectations of rate liftoff (see more on our latest CAD views here).

RUB
We have revised down our latest USDRUB and EURRUB calls over the 1-month period as
geopolitical tensions have eased pressure on the ruble and any impending sanctions risk. The
threat of looming sanctions by the US has calmed down somewhat after USDRUB peaked at
78.04 this month, which was close to our April forecasts of 77.0. With markets now knowing
what sanction fears could do to the Russian ruble, we expect the 78 handle to have been the
bottom for RUB for now as long as tensions with the US and EU don’t further escalate.
Despite political risks still being a large downside risk for the ruble, we expect a hawkish CBR
to support the single currency as the Russian economy continues to recover from the limited
impact the pandemic inflicted in 2020. Overall, we remain bullish on RUB, with sanctions
remaining a large downside risk (see our latest RUB update here).

ZAR
The South African rand is likely to be subject to mean reversion over the coming months as
short-term drivers begin to dissipate.

Looking ahead, we maintain our view of a cyclical and structural 
rally in the Canadian dollar, however, we expect the pace of the 

loonie’s rally to fade over the coming months. 

https://www.monexeurope.com/news-analysis/outlooks/loonie-to-continue-gaining-but-progress-to-slow/
https://www.monexeurope.com/news-analysis/pdf/ruble-to-recover-as-cbr-hikes-rates-but-sanctions-risk-remains/
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the author that any particular transaction or investment strategy is suitable for any specific person. The
material has not been prepared in accordance with legal requirements designed to promote the independence
of investment research, it is not subject to any prohibition on dealing ahead of the dissemination of investment
research and as such is considered to be a marketing communication.

While there have been positive structural developments to help the rand regain ground back
to pre-pandemic levels, the rise in ZAR basis swaps, which made it expensive to short the
rand, are set to ease over the coming month. This should result in the rand weakening back
to the 14.5 level over the coming quarter, while our expectations of Fed tapering will
continue to place pressure on South Africa’s bond inflows over the coming 6-12 months.
However, progress on the economic front, high real rates and the signs of an improving fiscal
position are likely to limit rand losses over the 12-month horizon.

INR
We've revised down our calls for the Indian Rupee throughout the year to reflect the negative
impact of the dire Covid situation and the corresponding reaction by the Reserve Bank of
India. India has recently seen an uncontrolled surge of infections, which resulted in a collapse
in hospital capacity and a rising daily death toll. Recently, the nation has seen new cases
surge above the 300,000 mark with the daily death rate hovering slightly below 3000. Severe
shortages of medical supplies and a slow-going vaccination campaign set the ground for a
grim economic outlook going forward. Even though the rupee has pared back most of its
recent losses, risks remain tilted to the downside. The recent expansion and formalisation of
the RBI’s QE programme adds to these risks as the QE programme acts as a headwind to the
currency’s recovery. However, we continue to believe the rupee will pursue a mean-reverting
narrative over the next year, but downside risks to the economic outlook will continue to
weigh on the currency.
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