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Price action this week has primarily been driven by changes in the narrative around the
Fed’s hiking cycle following last week’s softer-than-expected core services CPI print and
signs that Chinese officials are becoming more supportive of domestic economic growth
conditions. With the market zeitgeist now favouring a soft landing in the US and a lower
terminal rate for the Fed, dollar longs continued to be trimmed at the start of this week.
Antipodean currencies and sterling posted the biggest rallies within the G10. All three
currencies benefited from cheap valuations, while AUD and NZD also got a boost from
their positive exposure to Chinese growth conditions. However, the washout in the dollar
has seemingly reached its limits following the aggressive price action at the back-end of
last week, leaving many currency pairs searching for new ranges as daily price action
flipped constantly between dollar consolidation and renewed risk-on rallies. Volatility
towards the end of the week was also amplified by reduced liquidity in major FX pairs,
with Goldman estimates suggesting that most G10 pairs were 30% less liquid than their 3-
month averages from Wednesday onwards.
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The uncertainty over the dollar’s next steps helps to partly explain the choppy nature of
FX markets this week along with the drying up in liquidity. In the absence of such a
catalyst, we expect FX markets to respect the ranges that have been carved out during
this week’s discovery period, although we think that the combination of November’s
preliminary PMIs and the release of the Fed’s FOMC meeting minutes could provide
markets with all the information they need to determine the near-term path forward for
the dollar ahead of the Thanksgiving weekend in the US, at which point FX liquidity will
thin out even further.
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Given the latest move in the broad dollar, FX traders are now 
searching for the next catalyst to either spark a secular 
depreciation or a sustained recovery in the greenback. 
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Calendar (all times GMT)

Monday – 21/11

01:15 China 1-year (est 3.65%, prev 3.65%) and 5-year (est 4.3%, prev 4.3%) loan prime 
rates

02:00 New Zealand credit card spending for October MoM (prev 0.7%) and YoY                 
(prev 34.1%) 

07:00 Germany producer price index for October MoM (est -0.2%, prev 2.3%)  and YoY 
(est 40.3%, prev 45.8%)

08:30 Hong Kong CPI composite for October YoY (est 1.9%, prev 4.4%)

11:30 ECB’s Vasle speaks 

12:00 ECB’s Holzmann speaks at Austrian central bank conference

14:15 ECB’s Holzmann and Simkus speak on panel at Austrian central bank conference

17:30 ECB’s Nagel speaks in Frankfurt

21:45 New Zealand trade balance for October (prev -NZ$1.615b)

23:00 New Zealand house price index for October YoY (prev 9.4%) 

Tuesday – 22/11

07:00 UK public sector net borrowing for October (prev £19.2b)
Reserve Bank of Australia Governor Lowe speaks at annual CEDA dinner in 
Melbourne

09:00 ECB current account for September (prev -€26.3b)
Poland employment for October MoM (est -0.1%, prev -0.1%) and YoY                 
(est 2.2%, prev 2.3%)
Poland average gross wages for October MoM (est 0.6%, prev 1.6%) and YoY          
(est 13.9%, prev 14.5%)

10:00 OECD publishes Eurozone economic outlook 

12:00 Mexico retail sales for September MoM (prev -0.4%) and YoY (prev 4.7%)

13:00 National Bank of Hungary interest rate decision (est 13%, prev 13%)

13:30 Canada retail sales for September MoM (est 1.1%, prev 0.7%) and core MoM              
(est 1%, prev 0.7%)

15:00 Eurozone preliminary consumer confidence for November (est -25.8, prev -27.6)

15:00 Richmond Fed manufacturing index for November (est -6, prev -10)

16:00 Fed’s Mester discusses wages and inflation

19:45 Fed’s Bullard discusses the implications of heterogeneity in macroeconomics 
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22:00 Australia preliminary November PMIs 
Composite (prev 49.8)
Services (prev 49.3)
Manufacturing (prev 52.7)

00:00 Singapore final reading of Q3 GDP QoQ (est 1.4%, prev 1.5%) and YoY                   
(est 4.3%, prev 4.4%)

01:00 Reserve Bank of New Zealand official cash rate (est 4.25%, prev 3.5%)

Wednesday – 23/11

05:00 Singapore CPI for October MoM (prev 0.4%) and YoY (est 7.1%, prev 7.5%)

08:00 South Africa CPI for October MoM (est 0.2%, prev 0.1%) and YoY                               
(est 7.4%, prev 7.5%)

08:15 France preliminary PMIs for November
Composite (est 49.5, prev 50.2)
Services (prev 51.7)
Manufacturing (prev 47.2)

08:30 Germany preliminary PMIs for November 
Composite (est 44.9, prev 45.1)
Services (est 46.5, prev 46.5)
Manufacturing (est 45.0, prev 45.1)
ECB Vice President de Guindos gives opening speech at XXIX Encuentro del 
Sector Financiero in Madrid

09:00 Eurozone preliminary PMIs for November
Composite (est 47.0, prev 47.3)
Services (est 48.0, prev 48.6)
Manufacturing (est 46.0, prev 46.4)

The previous RBNZ decision noted that the discussion was primarily between a 50bp and
a 75bp hike, with the central bank opting for the smaller increment. Since the October
meeting, however, domestic data has printed on the stronger side of expectations while
the Q3 CPI report was much stronger than anticipated. These data points primarily
resulted in expectations for next week’s meeting to rise from a consecutive 50bp hike
towards the 75bp consensus.

Timely economic data out of the Eurozone has become more important than ever for
financial markets as recent data releases–such as Q3 GDP, September’s industrial
production, and retail sales–have proven more resilient than economists initially
expected. This, along with the moderation in energy prices, has helped allay some fears
over a deeper Eurozone recession over the winter months. Coupled with the broader risk-
on rally in markets over recent weeks, the stronger euro area data has enabled EURUSD
to climb back above parity. The momentum in the positive data surprises will be closely
monitored in November’s flash PMIs for this reason, with Germany’s manufacturing and
France’s services PMIs being of particular importance.
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09:00 Poland retail sales for October YoY (est 21.8%, prev 21.9%)

09:30 UK preliminary PMIs for November
Composite (est 47.5, prev 48.2)
Services (est 48.0, prev 48.8)
Manufacturing (est 45.6, prev 46.2)

12:00 US MBA mortgage applications for November 18th (prev 2.7%)

13:30 US preliminary durable goods for October MoM (est 0.4%, prev 0.4%)
US initial jobless claims for November 19th (prev 222k)
US continuing jobless claims for November 12th (prev 1507k)

14:45 US preliminary PMIs for November
Composite (prev 48.2)
Services (est 48.0, prev 47.8)
Manufacturing (est 50.0, prev 50.4)

15:00 US final University of Michigan 1 year (prev 5.1%) and 5-10 year (prev 3%) inflation 
expectations for November

19:00 US FOMC meeting minutes for November 2nd policy decision

Recent data out of the UK confirms that the economy is likely already in recession. This
view is shared by both the Bank of England, and recently by the Office for Budget
Responsibility. The depth of the recession amid the cost-of-living crisis remains an area of
debate among economists, especially as fiscal support measures have changed rapidly
over past months and wage growth remains somewhat resilient to the slowdown in
growth. November’s flash PMIs, although too early to incorporate the shift in consumer
sentiment following the government’s latest tax announcements, will provide an
indicative read as to the pace of the slowdown and firms’ staffing decisions.

In November, the FOMC guided markets to a likely slowdown in the pace of the hiking
cycle without triggering an excessive easing in financial conditions similar to that seen in
the days following July’s meeting. This is because Chair Powell and FOMC members
underscored any preference for a slowdown in the hiking cycle by the need to continue
taking rates further into restrictive territory. However, since then, US inflation data has
printed on the soft side, sparking the loosening in financial conditions that Chair Powell
actively tried to avoid a week prior. Although the latest CPI data and commentary by
prominent FOMC members Waller and Brainard arguably undermine the importance of
the meeting minutes, market participants will still be scanning the release for signs that
other committee members are endorsing a more dovish policy trajectory.

19:05 RBNZ Governor Orr speaks to Parliament select committee on the Monetary 
Policy Statement
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Thursday – 24/11

00:30 Japan preliminary PMIs for November
Composite (prev 51.8)
Services (prev 53.2)
Manufacturing (prev 50.7)

07:00 Norway unemployment rate for September (prev 3.2%)

07:45 France manufacturing confidence for November (est 102, prev 103)

08:30 Sweden’s Riksbank policy decision (est 2.5%, prev 1.75%)

09:00 Poland consumer confidence for November (est -45.8, prev -45.5)
German IFO business climate (est 85, prev 84.3), current assessment                  
(est 93.5, prev 94.1) and expectations (est 77.0, prev 75.6) for November

11:00 UK CBI trends total orders (est -7, prev -4) and selling prices (prev 46) for 
November

11:00 Central Bank of the Republic of Turkey one-week repo rate (est 9%, prev 10.5%)

12:00 Canada CFIB business barometer for November (prev 51.4)
Brazil IGBE inflation for November MoM (est 0.58%, prev 0.16%) and YoY                   
(est 6.23%, prev 6.85%)

The election-driven volatility in BRL has been transferred, after the second round election
resulted in the appointment of Lula da Silva, to the debate on different fiscal packages
that the new government wants to approve, even without an appointed economic team in
charge of evaluating the macroeconomic impact both on fiscal sustainability and inflation
pressures, which has been already demonstrated which effects it has in some other
economies. Since the latest IPCA reading for October registered a 6.47% year-on-year
rate, its fourth consecutive reduction, it might seem that inflation concerns for Brazil have
vanished, but nothing could be further from the truth. The BCB’s official medium-term
target at 3% is a far cry from the current figure and even more so given the bank's current
stance in favour of no further increases in the Selic rate. So the harmony between the
new executive's fiscal policy and the central bank's mandate will now be key to ensuring
the stability and convergence of inflation in Brazil with its target.

12:00 Mexico bi-weekly CPI for November 15th (prev 0.15%) and YoY                                 
(est 8.33%, prev 8.28%)

12:30 ECB publishes minutes of October policy meeting 

13:00 ECB’s Schnabel gives keynote speech at BoE watchers’ conference in London

13:30 Canada SEPH employment change for September (prev -22.2k)

15:00 Banxico meeting minutes of policy decision on November 11st

Banxico’s latest rate decision was fully aligned with analyst and market expectations,
once again. The bank hiked interest rates by 75 bps to 10% on November 11 in a further
effort to keep its monetary policy stance in tune with the Fed. With this decision, and
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16:00 ECB’s Nagel speaks in panel discussion in Berlin

21:00 New Zealand ANZ consumer confidence index for November (prev 85.4)

21:45 New Zealand retail sales excluding inflation for Q3 QoQ (est 0.5%, prev -2.3%)

23:30 Japan Tokyo CPI for November YoY (est 3.6%, prev 3.5%)

TBA South African Reserve Bank interest rate decision (est 7.0%, prev 6.25%)

awaiting the reading of the minutes, they’re preventing further imported inflation 
pressures and keeping aligned with the path required for inflation to converge to its 3% 
target within its forecast horizon. In this sense, the latest CPI reading for October, which 
came in at 8.41% YoY (0.29 percentage points below September’s) points to a turnaround 
in Mexico's inflation trend and, thus, the possibility of the central bank following the Fed's 
lead in its next steps should the famous pivot finally occur. Signs of policymakers 
becoming more emboldened by the reported disinflation will be searched for in the 
meeting minutes.

Friday – 25/11

07:00 German GfK consumer confidence for December (est -39.8, prev -41.9)
German final reading of Q3 GDP QoQ (est 0.3%, prev 0.3%) and YoY                          
(est 1.1%, prev 1.1%)

07:30 ECB’s Muller speaks at a seminar entitled “Fast inflation – why and how long?”

07:45 France consumer confidence for November (est 82, prev 82)

08:00 Hungary unemployment rate for October (est 3.9%, prev 3.8%)

09:00 Poland unemployment rate for October (est 5.1%, prev 5.1%)

12:00 Mexico final reading of Q3 GDP QoQ (prev 1%) and YoY (prev 4.2%)

12:30 Brazil current account balance for October (-$5.678b)

15:00 Mexico current account balance for Q3 (prev -$704m)

Questions from the floor:

How far is left in the dollar decline?

Since the release of the US CPI report on Thursday 10th of November, the decline in the
dollar has largely been non-discriminatory (Exhibit 1). Only select LATAM currencies,
which were punished by traders this week due to deteriorating external balances and
investor-unfriendly fiscal policies, have notched notable losses against the greenback.
The broad nature of the dollar’s decline in the dollar is suggestive of some USD length
being taken off of the table by investors, especially as the distribution of the dollar’s
depreciation is correlated with prior year-to-date performances (Exhibit 2). Over the past
few trading sessions, the washout in long USD positioning has largely come to an end,
however. For a sustained depreciation in the dollar, active short positions are likely
needed. Although CFTC positioning data is yet to be published for this week, there are
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few signs of this occurring. Under active short positioning, we fundamentally expect to
see a more selective rally in FX markets against the dollar in spot markets, while we also
expect to see short-term skews in options pricing become less bearish. The absence of
this suggests that the dollar may have bottomed out until traders get clearer guidance on
an improving global growth picture, either from reduced recession risks in the US or
stronger support for the Chinese economy, or signs of stronger disinflationary forces than
previously expected which would weigh on current Fed pricing further. As mentioned in
the introduction, this week’s publication of November’s flash PMIs and the Fed’s meeting
minutes may be enough to tip the balance for an extension in the risk rally. However, if
the PMIs largely meet expectations and the FOMC meeting minutes largely reiterate
recent guidance by Fed officials towards a 50bp hike in December, market participants
are likely going to have to wait until early December for the last labour market and
inflation reports ahead of December’s FOMC meeting for a potential extension in the
dollar’s decline. In the interim, we expect the dollar to remain somewhat resilient,
although this will not be uniformly visible on an intraday basis as liquidity conditions thin
out and price action remains choppy.

Exhibit 1: Besides 
some LATAM 
currencies, which 
traded off of
idiosyncratic 
factors this week, 
the dollar sell-off 
post-CPI has been 
non-discriminatory 

Exhibit 2: Greater year-to-
date losses correlated 
with a stronger rally in 

the aftermath of the US 
CPI data

Note: Data points in orange represent BRL, COP and CLP. All of which depreciated this week
due to idiosyncratic factors. The removal of these data points increases the R-squared to 0.3.
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How impactful will an escalation in the war in Ukraine be to FX markets?

The stray missile that landed in Poland highlighted to FX markets that the tail risk of a
spillover in the Ukraine war can’t be completely forgotten. While the event didn’t result in
an intensification of geopolitical tensions as the true origin of the missile meant that the
West wasn’t drawn directly into the war due to an attack on a NATO country, it did
highlight the extent to which European risk premiums, specifically in satellite countries,
could rise in the event of even a marginal escalation. In the event that the war in Ukraine
spills over such that it becomes a wider European war, which is an extreme tail risk, the
ultimate impact on FX markets will be substantial and difficult to forecast in advance.

Why has inflation peaked in North America but not Europe?

Inflation has been a global phenomenon, forcing central banks around the world to push
interest rates higher. Recently, however, we’ve noted a major divergence in price
dynamics across geographies, where inflation has begun to moderate in North America,
but a peak in European inflation remains to be seen. Varying exposures to energy supply
shocks have created this divergence in headline rates, but the differences don’t stop
there. Core goods inflation, which is seen as a major disinflationary driver in the US in
2023, is starting to diverge in Europe and North America too, while definitive disinflation in
core services is yet to be seen in any of the four economies. On a year-on-year basis, US
core goods inflation has fallen the most from a peak rate of 12.4% YoY to a current rate of
5.1%, while similar disinflation has occurred in Canada but to a lesser extent from a peak
of 5.8% to 5.5%. Comparatively, core goods inflation in Europe remains elevated, with
doubts over whether it peaked in October or if more remains in the pipeline. The final
reading of eurozone CPI for October saw core goods inflation rise from 5.5% to 6.1%, while
in the UK core goods inflation sits at 9.14%.

Vice Chair Brainard has been the most vocal on this topic and recently highlighted
improving supply chains, an increase in global semiconductor production, and elevated
inventory-to-sales ratios. October’s CPI report highlighted that these developments are
already underway, with used car prices falling 2.7% MoM and apparel prices moderating
by 0.7%. On top of this, producer price inflation has also started to moderate in the US,
suggesting that higher energy costs have already filtered through to higher input costs
and are likely to now begin supporting the disinflationary trend.

In Canada, similar trends suggest that goods disinflation is to come. For instance,
manufacturers and wholesalers have built up far more inventories than needed to keep
up with sales growth, which could soon lead to steep discounts. At 1.73, the
manufacturing inventory-to-sales ratio is at its highest level ever recorded, excluding a
brief spike when Covid-19 lockdowns began. Furthermore, agricultural commodity prices
have fallen 12.6% from their peak, which will begin to pass through to food inflation.
Gasoline prices have also pulled back 17% from peak, having previously been the
strongest upward contributor to inflation, meaning second-round effects are likely to

In the US, Fed officials that sit on the more conservative side of the 
spectrum have pointed to drivers of core goods disinflation to argue the 

need for less aggressive rate hikes and a lower terminal rate. 
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begin to fall. Additionally, the best forward-looking indicator for Canadian goods inflation,
the Business Outlook Survey, saw firms report that they expect less inflation in 2023 due
to weaker input cost inflation and greater competitive pressures. With the close trading
relationship between the US and Canada too, core goods disinflation that is already
visible in the US will naturally start to filter through to Canadian goods as well.

While multiple indicators suggest that it is likely to peak soon, the leading indications of
the producer price index suggest rising input costs will keep core goods inflation rising
for some months to come. Climbing core goods inflation isn’t just visible in the eurozone,
however, as manufacturing firms in the UK reported in the October PMI that price inflation
remained substantial at the start of Q4, with both input and output charges rising at
above-survey rates, although the pace of increases eased from September. The more
acute energy crisis in Europe and the impact fiscal policy has had on delaying its
transmission through to manufactured goods prices means that core goods inflation is
unlikely to roll over as quickly or aggressively as seen in North America despite the
greater economic slowdown that is expected.

Without making any assumptions on core services inflation, which we will touch upon at a
later date, the slower disinflationary channel within Europe suggests that core inflation
may be higher there than in North America in 2023. Although core services inflation will
have a lot to say about this, especially because of its procyclical nature, the core goods
data itself could provide ammunition for hawks among the BoE and ECB to carry on
raising rates aggressively despite the change in the pace of tightening expected in the US
and already underway in Canada.

Comparatively, the extended energy supply shock and depreciation in EUR and 
GBP means core goods inflation in Europe is yet to roll over. 
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