
www.monexeurope.com

Authors

Simon Harvey
Senior FX Market Analyst
+44 (0)203 650 6472
Simon.Harvey@monexeurope.com

Olivia Alvarez Mendez
FX Market Analyst
+34 91 198 84 47
Olivia.Alvarez@monexeurope.com

Ima Sammani
FX Market Analyst
+31 (0)20 808 3644
Ima.Sammani@monexeurope.com

Monex September 2021 FX Forecasts



September 2021

FX
Forecasts

Introduction
Despite usually being a period of low volatility, FX markets remained in full swing
throughout August as traders battled to price renewed Covid-19 concerns along with
shifting expectations of Fed policy, which seemed to move after every piece of data until
Powell’s speech at Jackson Hole. On top of that, the Bank of England struck hawkish
notes when it delayed the run-off of its balance sheet until rates hit 0.5% in its policy
review, while the Reserve Bank of New Zealand had to delay being the first G10 central
bank to lift rates due to lockdown restrictions being imposed after positive Covid cases
were found. In Turkey, the CBRT maintained rates at 19% along with their commitment to
keep real rates in positive territory, despite inflation sitting at 18.95%, while a snap election
was called in Canada for late September.

Markets don’t look set to calm down in September either with elections scheduled in
both Germany and Canada with clear majorities looking unlikely, key US labour market
data to be released before the Fed’s next set of projections are released later in the
month, a decision on PEPP likely from the ECB, and an interest rate hike expected from
Norway. In the EM space, the National Bank of Poland is also coming under pressure after
inflation touched a 20-year high in August, while the CBRT could also face an inflation
problem should CPI rise above 19% and force further rate hikes towards the end of the
month despite political pressure to ease rates.

G10 and EM FX returns vs USD in August

A wider DXY trading range was the result of such a fluid 
macroeconomic backdrop, with the broad dollar index trading within 

a 2.12% range over the course of August, up from 1.43% in July.

https://www.monexeurope.com/news-analysis/in-depth-analysis/powell-pushes-back-expectations-at-jackson-hole/
https://www.monexeurope.com/news-analysis/in-depth-analysis/bank-of-england-confirms-hawkish-disposition/
https://www.monexeurope.com/news-analysis/in-depth-analysis/just-a-prudent-delay-by-the-rbnz/
https://www.monexeurope.com/news-analysis/in-depth-analysis/cbrt-holds-rates-emphasis-on-erdogans-response/
https://www.monexeurope.com/news-analysis/in-depth-analysis/trudeau-calls-snap-election-loonie-unfazed-at-present/


Forecasts

Currency 
Pair

1-month 
(30th Sept 2021)

3-month
(30th Nov 2021)

6-month 
(28th Feb 2022)

12-month 
(31st Aug 2022)

G10

EUR/USD 1.19 1.19 1.21 1.24

USD/JPY 110 111 112 112

GBP/USD 1.39 1.40 1.43 1.45

EUR/GBP 0.86 0.85 0.85 0.86

GBP/EUR 1.17 1.18 1.18 1.17

USD/CHF 0.91 0.91 0.92 0.91

EUR/CHF 1.08 1.08 1.11 1.13

USD/CAD 1.25 1.24 1.23 1.21

AUD/USD 0.73 0.74 0.75 0.78

NZD/USD 0.71 0.72 0.72 0.74

USD/SEK 8.53 8.50 8.35 8.15

EUR/SEK 10.15 10.1 10.1 10.1

USD/NOK 8.38 8.36 8.11 7.94

EUR/NOK 10.2 10.1 9.95 9.9

DXY 91.98 91.93 90.84 89.17

Emerging Markets

USD/CNY 6.48 6.5 6.55 6.6

USD/INR 72 71 70 70

USD/ZAR 14.3 14.5 14.2 14.0

USD/RUB 73 73 70 69

EUR/RUB 86.87 86.87 84.7 85.56

USD/TRY 8.8 9.0 9.0 9.2

USD/BRL 5.0 5.0 4.7 4.5

USD/MXN 20.0 19.8 19.5 19.0
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DXY 
By agreeing with other members within the FOMC that conditions are likely to warrant the
start of tapering this year, but heavily stressing that tapering doesn’t have a direct
feedthrough to rate hikes, Chair Powell signalled that the formal tapering announcement
is likely to occur at November’s meeting when speaking at the Jackson Hole symposium
in August. Since Powell’s speech, the broad market consensus has largely built around
this timeline. This has led to sell-side analysts downgrading their forecasts for year-end
Treasury yields on the prospect of later tapering and a “substantially more stringent test”
for rate hikes, while the dollar closed the month out lower than pre-Jackson Hole levels.

However, despite this assumption, risks of a stronger dollar remain plentiful. Rising
Covid-19 cases in the Northern Hemisphere remain a threat to global growth over the
next two quarters, which may prop up the dollar on haven flows should it result in a re-
imposition of tighter containment measures or weigh on sentiment and thus economic
activity, while August’s Nonfarm Payrolls data (released September 3rd) could prompt
FOMC members to signal earlier rate lift-off in September’s interest rate dot plot.

EUR
With further upside in US yields largely capped following Fed Chair Powell’s Jackson
Hole speech, policy divergence is likely to pose less of a headwind for EURUSD in 2021.
With a more neutral US rates backdrop, improving growth conditions and rising inflation
within the eurozone are likely to benefit the single currency towards year-end, however,
further upside in EURUSD above 1.19 is likely to be limited by improving US labour market
data and the implications it has for the Fed’s dot plot.

The euro may find further support on its way up to the 1.19 handle over the coming month
from the European Central Bank, who we expect to begin reducing the pace of PEPP
purchases at the 9th September meeting, although the extent to which any material
reduction in monthly purchases emboldens euro bulls is likely to be determined by how
the central bank relays the overall message of policy accommodation. Additionally,
Germany’s election on September 26th could provide a more supportive fiscal backdrop
for the eurozone recovery should a left-leaning or center-left coalition gain power,
posing upside risks to our 1-month forecast should the final results become clear prior to
month-end.
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“Under this implied timeline, we expect the dollar to continue 
trading on the back foot as economic conditions improve 

globally while further upside in US yields is capped.”

https://www.monexeurope.com/news-analysis/in-depth-analysis/powell-pushes-back-expectations-at-jackson-hole/


NZD
An improved Covid-19 backdrop has led us to revise up our 1-month NZDUSD forecast as
it clears the way for the Reserve Bank of New Zealand to begin hiking rates. Although the
meeting isn’t set until October, barring any resurgence in Covid cases markets are likely
to begin pricing in higher Kiwi rates in advance, especially amid a backdrop of more
sanguine US yields. The RBNZ’s ability to sustain its hiking cycle will largely determine
the extent to which the Kiwi dollar can rally over the 12-month horizon. Given housing
market developments of late, however, it is likely that the central bank will kick start a
front-loaded and more prolonged hiking cycle.

NOK
With the Norges Bank set to hike rates on the 23rd September and the risk environment
stabilising somewhat, we expect the Norwegian krone to resume its rally. Like NZD, the
extent of the NOK rally over the medium-term is dependent on the pace at which the
Norges Bank will hike rates, but with the central bank predicting a further 3 rate hikes in
as many quarters, rising rates are
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Norway’s domestic Covid-19 
situation adds to the downside risks 

as a further deterioration in the 
health backdrop is likely to impact 
sentiment and reduce the Norges

Bank’s near-term firepower.

set to remain a tailwind for NOK.
It must be noted, however, that
risks to our NOK forecasts are
largely tilted to the downside
given the krone’s sensitivity to
global cyclical factors. Any
deterioration in global conditions
is likely to offset the influence of
the Norges Bank, especially if
the pain is shared in oil markets.

CAD
Weaker growth in Q2, rising Covid cases and the worst month for WTI this year weighed
on CAD throughout August. While we have retained our bullish stance on CAD, we have
revised our USDCAD forecasts upwards to reflect the increasing headwinds to the
loonie’s rally. One of the most notable is the rising number of Covid-19 cases
domestically, which may limit the recovery and therefore the Bank of Canada’s plans to
hike rates in the second half of next year. Given this risk, we now don’t see the USDCAD
pair breaking below June’s low over the forecast horizon. Our one-month forecast is also
subject to increased risk given the Federal election on September 20th, however, the risk
is limited for an election given the small fiscal swing each outcome poses in the near-
term relative to the status quo outcome. This is also reflected in one-month implied
volatility, which continues to trade at recent averages.

https://www.monexeurope.com/news-analysis/in-depth-analysis/canadas-economy-contracts-in-q2-as-third-wave-takes-its-toll/


ZAR
Improving global macroeconomic conditions, a sustained current account surplus,
improving debt metrics and limited US yields helped the rand recover towards the end of
August. With these tailwinds set to persist in September, we expect USDZAR to continue
trading towards the bottom of its recent range. However, we don’t expect USDZAR to
break below the 14.0 handle due to the still weak economic fundamentals and fragile
investor risk sentiment. Given the fluid global economic backdrop too, we expect
USDZAR to remain as one of the more volatile currency pairs.
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TRY
The August CBRT meeting was an important one for the lira with President Erdogan
making his preference for lower rates clear earlier in the year as he pushed for lower
borrowing costs starting either in July or August. An above consensus rise in July’s
inflation ruled out rate cuts at that month’s meeting, while August’s print at 18.95% raised
concerns that the lira would exhibit another sharp sell-off should the central bank
concede to the political pressure.

“Although the CBRT went for the safe route in August and kept policy 
unchanged, the lira still faces downside risks, especially given the 

momentum in inflation and the limited room to run up further before rates 
slip into negative real territory.” 

We have downgraded our near term lira forecasts to account for the temporary easing of
fears around looser policy, but given the uncertainties that remain ahead and the bind
that the CBRT may find itself in should CPI rise above 19%, we continue to forecast a
substantial decline in the lira over the forecast horizon.

CNY
Events in August have confirmed our
view that the Chinese yuan is set to
continue weakening at the margin, even
amid a backdrop of anticipated broad
USD weakness. A naturally slowing
Chinese economy, coupled with further
Covid-19 restrictions and authorities’
emphasis on common prosperity,
suggests further policy easing is likely in
the coming months.

Further stimulus, 
especially in the form of 

monetary stimulus, 
would flow against the 
global tide and reduce 
China’s relative yield 

advantage, which we see 
progressively weighing 

on the yuan. 
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Disclaimer 

This information has been prepared by Monex Europe Limited, an execution-only service provider. The
material is for general information purposes only, and does not take into account your personal
circumstances or objectives. Nothing in this material is, or should be considered to be, financial, investment
or other advice on which reliance should be placed. No representation or warranty is given as to the accuracy
or completeness of this information. No opinion given in the material constitutes a recommendation by
Monex Europe Limited or 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.
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