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Introduction
November was all about USD strength as multiple factors supported the greenback. Over
the initial parts of the month, market implied interest rates turned more aggressive after
the release of the October US CPI report, which showed price pressures were drastically
more broad-based than before. At the highest level, markets were expecting three rate
hikes by the FOMC in 2022, although this has now stabilised at two rate hikes. At the same
time, some of the more liquid currencies were weighed down by domestic narratives: the
euro weakened across the currency board as surges in Covid cases in central Europe
meant several countries had to re-impose virus measures again, while GBP tumbled after
the Bank of England under delivered in its policy meeting after verbally talking sterling up
in the weeks prior. Meanwhile, SEK and NOK underperformed following growth concerns
in the eurozone which weighed on trade prospects and the shorter-term crude oil
outlook. In emerging markets, the Turkish lira caught much of the attention as the
currency tumbled to record lows continuously following another large rate cut and
commentary from President Erdogan supporting the low rate mantra. Towards the end of
the month, volatility in markets intensified even further after the discovery of the Omicron
variant, which took a major toll on risk sentiment globally and further supported the
greenback. While this led to broad safe haven inflows, the euro actually benefited from
the risk-off market mood as this meant risks were no longer isolated around the eurozone
economy and EUR funded carry trades were unwound.

Given the lack of information at present, the level of uncertainty attached to our
immediate forecasts is high. We have accounted for this by providing ranges for our 1-
month forecasts in the relevant blurbs. However, lessons learned from the Delta variant
suggest that the market impact of new variants subside over the 3-month cycle should
previous vaccines limit the health impact somewhat. This reduces the level of uncertainty
induced by the Omicron variant over the medium-term horizon.

Beyond the new variant threat, our forecasts have been adjusted for the likely faster
tapering by the Federal Reserve from December’s meeting onwards such that net
purchases stop by March 2022, our view that the Fed will hike twice in 2022 but rate
adjustments will only occur in H2, a recovery in commodity markets as global growth
risks subside, and the fact that inflation is forcing some of the more dovish central banks
to signal a policy reaction in their forecast horizons.
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With little information known about the efficacy rate of vaccines 
against the Omicron variant and therefore the impact it will have on 
global growth, we project our near-term forecasts based on the 

scenario of no substantial deterioration in Covid conditions 
towards year-end. 



DXY
Under our expectation that Covid concerns will moderate as conditions don’t deteriorate
globally over the course of the next month, we believe the dollar will stabilise just short of
the 96 handle on the DXY index. DXY downside towards year-end is likely to be limited
for multiple reasons. Firstly, should concerns around the Omicron variant increase and
result in more restrictions being imposed in northern hemisphere economies, the dollar is
likely to benefit from a safe haven bid. Conversely, a retreat in Covid concerns due to still
high levels of efficacy against the new variant, or reduced symptoms associated with the
more transmisible variant, will likely lead to renewed pressure on EURUSD as markets
focus back on the isolated Covid outbreak in mainland Europe. With EURUSD holding a
large share in the DXY index, this should see the broad dollar remain buoyant towards
year-end. Finally, year-end flows into the dollar should further restrict DXY downside.
Downside risks to the dollar over the 1-month horizon are largely centred on a dovish Fed
meeting. However, for this to weigh on the greenback, any dovish message sent via the
dot plot would need to be accompanied with retreating Covid concerns.

G10 and EM FX returns vs USD in November

Monex’s key views on DXY, EUR, CHF, CAD & the Scandies
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While we still believe the likes of the ECB, RBA, Riksbank and BoJ will lag the Fed in
altering rates, barring any deterioration in the growth and inflation outlook, we see them
as likely to normalise policy earlier than assumed earlier in Q4.

* TRY spot returns are quoted on the right-hand side axis



EUR
We highlighted in November's update the upside risk a new variant has on EURUSD,
which ultimately played out and led the currency pair to the current 1.13-14 range. With
little new information on the variant, we project this level of support is likely to persist
over the short-term. Risks to our forecasts in the near-term are largely tilted to the
downside for EURUSD and include stronger USD demand due to year-end flows,
worsening conditions around the Omicron variant such that it appears significantly more
disruptive than currently known, and also improving conditions globally which forces the
focus back to Covid risks that are more isolated around the eurozone again. Upside risks
include a dovish FOMC meeting in December, especially after Fed Chair Powell’s
remarks on tapering possibly being concluded earlier, but this is limited compared to the
more substantive downside risks.

CHF
We have long argued that the high
inflation environment in the eurozone will
lead to a lower tolerance level on
EURCHF for the Swiss National Bank.
Over the course of November, haven
flows saw this play true as the currency
cross broke through the previous line in
the sand at 1.05. As of yet, Swiss sight
deposits haven’t shown anything out of
the ordinary from the SNB, which
confirms our view that the franc will
continue to appreciate unobstructed by
central bank intervention.

However, the dollar is likely to remain somewhat supported by an increasingly hawkish
Federal Reserve. Factoring in our expectation of two rate hikes in H2 2022, we don’t
envisage substantial dollar depreciation beyond the 94 level on DXY, but dollar weakness
is likely to be greater against pro-cyclical currencies where their respective central banks
are more hawkish than the Fed.
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We continue to think the 
regional and global economic 
backdrop remains supportive 

of continued CHF appreciation, 
but think the grind lower on 
EURCHF is likely to remain 

sluggish given concerns over 
FX intervention. 
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Further out, the dollar is likely to be placed under more substantial 
pressure as economies remove current restrictions and global 

growth concerns abate. 

https://www.monexcanada.com/news-analysis/outlooks/lower-growth-profile-and-rising-us-yields-call-for-downgraded-eur-calls/


CAD
The 3% sell-off in the loonie in October came as a surprise to our 1-month November
forecast of 1.23 in USDCAD, but can largely be explained by exogenous factors that were
in the most part impacting USDCAD via the oil channel. Adjusting for the latest
development and the more tentative near-term global growth outlook, we envisage
USDCAD trading only slightly lower towards year-end with a new projection of 1.27. While
subject to a large degree of risk, we have based this projection on a mild relief rally in
WTI towards year-end, a somewhat dovish Fed despite a faster tapering profile, and a
still hawkish Bank of Canada. Beyond the 1.27 mark, further upside in the loonie is likely to
be limited in the near-term without a substantial reduction in Omicron risk, which should
lead to a more robust retracement in WTI and alleviate concerns over domestic growth
given rising variant cases in Ontario. Upside risks for USDCAD are largely related to the
efficacy of vaccines and the impact the variant will have on global demand conditions.
Given any concerning news over this, USDCAD could climb above the 1.30 mark if it
means containment conditions are tightened again in major economies. Over the
medium-term, we believe USDCAD will exhibit a more decisive downtrend due to a still
hawkish Bank of Canada, an improvement in oil markets due to structural supply
shortage, and a recovery in risk appetite. Over this period, rate differentials pose the
largest threat to our forecasts outside of Covid.

A substantial deterioration in global risk appetite due to Omicron fears will likely lead to
EURCHF falling to the 1.03 handle, however, which could prove to be the latest
psychological level where the SNB launches a staunch intervention. Upside risks on
EURCHF in the near-term are minimal in our view, however, as concerns over regional
inflation and growth remain even if variant concerns ease. Over the medium-term,
however, our expectation of improved global growth and higher G10 rates should see the
EURCHF rate climb back above the 1.05 level towards our 12-month target of 1.07.
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Scandies
We expect SEK and NOK to strengthen somewhat against the euro over the next year,
although at a slower pace than previously believed. In November, both currencies were
hit by Covid concerns from the eurozone – for Sweden as the eurozone is its main trading
partner, while for Norway the European Covid concerns weighed on demand for the
country’s main export product. As for now, given the uncertainties around the new virus
are plentiful, our base case scenario assumes risk sentiment will moderately improve in
the next months which should bode well for both currencies. Over the medium-term
horizon, an improving global growth outlook should be supportive of the pro-cyclical
currencies, leading to gains being greater against USD than EUR. However, the NOK and
SEK will likely have topped out by the back-end of our forecast horizon as policy
tightening from the Fed starts to play a role.
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Forecasts
Currency 
Pair

1-month 
(31st Dec 2021)

3-month
(28th Feb 2022)

6-month 
(31st May 2022)

12-month 
(31st Nov 2022)

G10
EUR/USD 1.13 1.125 1.14 1.15

USD/JPY 113 114 114 115

GBP/USD 1.34 1.36 1.38 1.39

USD/CHF 0.916 0.924 0.921 0.930

USD/CAD 1.27 1.25 1.24 1.23

AUD/USD 0.72 0.74 0.74 0.75

NZD/USD 0.69 0.71 0.72 0.72

USD/SEK 9.03 9.02 8.86 8.74

USD/NOK 9.03 8.8 8.60 8.52

DXY 96.00 96.08 94.96 94.42

Emerging Markets
USD/CNY 6.38 6.4 6.45 6.5

USD/INR 74.5 74 74 75

USD/ZAR 15.5 15.2 15 15.5

USD/TRY 14.5 13 13 13

USD/RUB 73.5 71 68 70

USD/PLN 4.071 4.044 3.947 3.878

USD/HUF 318.58 321.78 308.772 308.696

USD/CZK 22.566 22.222 22.105 22.087

USD/BRL 5.7 5.7 5.8 5.8

USD/MXN 21 20.5 21 20.5

Euro Crosses
EUR/GBP 0.843 0.827 0.826 0.827

EUR/CHF 1.035 1.04 1.05 1.07

EUR/CAD 1.435 1.406 1.413 1.415

EUR/SEK 10.2 10.15 10.1 10.05

EUR/NOK 10.2 9.9 9.8 9.8

EUR/TRY 16.385 14.625 14.82 14.95

EUR/RUB 83.1 79.9 77.5 80.5

EUR/PLN 4.6 4.55 4.5 4.46

EUR/HUF 362 360 350 355

EUR/CZK 25.5 25 25.2 25.4

EUR/BRL 7.3 7.2 7.2 7.1

EUR/MXN 21.2 20.8 21.4 20.9
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Disclaimer 

This information has been prepared by Monex Canada Inc., 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 Canada Inc., 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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