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Market overview 

Peak expansion  

As expected, markets have moved closer to our expectation of peak expansion and peak 

easy liquidity with momentum in global manufacturing growth slowing. Combined with 

the boost from stimulus fading, supply chain bottlenecks hampering production and the 

delta variant creating headwinds for the global economy, the risk of high inflation 

becoming more persistent and thus leading to stagflation has risen. The Fed was more 

hawkish than anticipated at the September meeting supporting our call that the Fed is about 

to start a tightening cycle including both tapering and rate hikes. With the increasing 

likelihood of Chinese real estate developer Evergrande defaulting the Chinese credit market 

is showing deterioration in investor confidence adding to souring Asian sentiment with 

spill-over to global markets. The European gas market is under immense pressure due to 

supply shortage and rising demand pushing up natural gas and electricity prices. 

Scandi-clouds in the horizon  

The increasingly hawkish stance from the Fed continues to support our expectation of a 

stronger dollar and weaker Scandinavian currencies in H2. However, NOK has recently 

experienced a rally supported by Norges Bank initiating its hiking cycle raising policy rates 

by 25bp driving EUR/NOK below the 10.10 mark. EUR/SEK has also moved lower, but 

continues to trade in the recent 10.15-10.25 range. As expected, EUR/GBP has moved 

down to 0.85 since our last update and has traded very narrowly within the 0.85-0.86 range. 

We lower our profile on EUR/USD to target 1.10-1.15 in a year in favour of USD strength, 

as we expect further move towards a tightening of global liquidity conditions, lower PMIs, 

peak inflation concerns and further recovery in US jobs. We expect both EUR/SEK and 

EUR/NOK will move higher from here targeting 10.50 in 12M. EUR/GBP is expected to 

move down to 0.83 in 12M. 

Chart 1. Fed is set to begin tightening monetary policy 

 
Note: Past performance is not a reliable indicator of current or future results.  

Sources: Federal Reserve, Bloomberg, Macrobond Financial  
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USD – lower forecast to target 1.10-1.15 in a year 

 The US and the euro area economies are running at growth rates well above 

the trend as both regions remain in a mode of recovery, but the pace of 

expansion is slowing across regions, led by China. 

 The Fed has begun discussions on the timing of rate hikes and tapering of 

asset purchases: Tapering is very likely to be announced during Q4. This 

will continue to shift the market’s attention towards USD on a theme of 

monetary divergence vis-à-vis EU. 

 As we expect further move towards a tightening of global liquidity 

conditions, lower PMIs, peak inflation concerns and further recovery in US 

jobs we lower our profile on EUR/USD from 1.15 to 1.13 in 12M in favour 

of USD strength. 

 The key upside risk to take EUR/USD above 1.20 is a renewal of the cross-

asset reflation trade, which has faded over recent months. Such could come 

from a substantial loosening of Chinese credit conditions, a pivot from Fed 

(e.g. in response to a slow US recovery), EU growth proving much stronger 

than currently is the case and/or renewed surge in global industry. 

 

 

 

 

GBP – Bank of England to start tightening monetary policy 

 We expect the UK recovery to continue (e.g. payroll employment is now 

higher than pre-covid) although delta still creates uncertainty about the 

outlook. Also the bottlenecks are hitting the UK hard, as the UK is not only 

affected by the global bottlenecks but also bottlenecks created by Brexit. 

Inflation is already high (core inflation now 3.1% y/y) and is expected to 

increase further due to increasing energy prices. 

 Like the Fed, the Bank of England (BoE) is about to start tightening 

monetary policy. QE bond buying is set to end by the end of the year and 

markets are pricing in approximately two rate hikes before year-end 2022, 

which seems fair at the moment. 

 As expected, EUR/GBP has moved down to 0.85 since our last update and 

overall traded very narrowly within the 0.85-0.86 range. We still have a 

bullish view on GBP, as the USD-positive environment is usually also 

benefitting GBP.  

 We continue to target EUR/GBP at 0.83 in 12M. 

 A risk to our forecast is a hit to global risk sentiment and/or if Bank of 

England keeps monetary policy accommodative for longer than currently 

expected. EU-UK tensions also remain a risk.  

EUR/USD 

 
 

 Hedging recommendations 

 Income: Sell USD via participating forwards. 

 Expenses: Purchase USD via forwards. 

Source: Macrobond, Bloomberg, Danske Bank 

*Past performance is not a reliable indicator of current or future 

results 

EUR/GBP 

 
 

 Hedging recommendations 

 Income: Sell GBP via participating forwards. 

 Expenses: Buy GBP via forwards  

Source: Macrobond, Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future 

results 
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SEK – EUR/SEK to move higher 

 There are increasing signs that we have passed the peak in global growth 

and that momentum is slowing down, not least within the manufacturing 

sector. The export-oriented Swedish economy is likely to follow suit and 

Q3 GDP growth will probably mark the peak for now, with our full-year 

2021 estimate at 3.7%. 

 EUR/SEK remains in an orderly uptrend channel, which we expect will 

stick in the coming quarters. With the peak in global industrial cycle as well 

as fading support from equities, we see headwinds for the export-exposed 

and pro-cyclical Swedish currency. 

 In addition, the Riksbank made clear this week that they will err on the side 

of caution, while, for example, the Fed and Norges Bank move ahead.  

 We thus forecast a weakening of SEK, leaving the short-end forecast profile 

unchanged and raise 12M to 10.50 (from 10.40) on the account of a stronger 

USD. 

 The upside risk to our forecast is the market underestimating the risk of the 

Riksbank going back to negative as well as the risk for a meltdown in equities. 

The key downside risk is inflation getting stuck above target leading to 

monetary policy being be tightened faster and more aggressively than the 

market is currently pricing. 

 

 

NOK – Q4 weakness to return to NOK 

 While mainland growth is set to ease on the impact of ‘reopening’ fading 

and the economy returning to potential, activity levels overall remain 

strong. 

 At the September meeting Norges Bank (NB) raised policy  rates by 25bp 

bringing the sight deposit rate to 0.25% and lifted its rate path signalling 

more rate hikes in the coming years. As a result NOK has experienced a 

late summer comeback. 

 However, we think autumn will prove far more challenging. Not only will 

some of the temporary tailwinds to NOK fade but we also expect the global 

investment environment to increasingly weigh on the Norwegian currency. 

 We thus leave our forecast profile unchanged forecasting EUR/NOK to 

10.50 in 12M. 

 The biggest risk factors to our forecasts lie in the global reflation theme and 

thereby USD real rates, risk appetite, oil and delta/vaccine-news. Better 

news and/or a more patient Fed than in our baseline would support reflation 

underpinning a stronger NOK. On the other hand, marked risk-off could 

trigger a larger-than-projected setback. 

  

EUR/SEK 

 
 

 Hedging recommendations 

 Income: Sell SEK via forwards. 

 Expenses: Buy SEK via risk reversals.  

Source: Macrobond, Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future 

results 

EUR/NOK 

 
 

 Hedging recommendations 

 Income: Sell NOK via forwards. 

 Expenses: Buy NOK via risk reversals. 

Source: Macrobond, Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future 

results 
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EUR/JPY 

 
EUR/CHF 

 
 

Hedging recommendations 

 

 
 

Hedging recommendations 

 Income: Sell JPY via participating forwards. 

 Expenses: Buy JPY via forwards. 

  Income: Sell CHF via forwards. 

 Expenses: Buy CHF via participating forwards. 

Source: Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future results  

 Source: Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future results 

 

EUR/PLN 
 

EUR/RUB 

 

 

Hedging recommendations 

 

 

 

Hedging recommendations 

 Income: Sell PLN via participating forwards. 

 Expenses: Buy PLN via forwards. 

 
 Income: Sell RUB via forwards. We expect RUB to strengthen and 

one may consider option-based strategies. 

 Expenses: Buy RUB via forwards. 

Source: Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future results 

 Source: Bloomberg, Danske Bank. 

*Past performance is not a reliable indicator of current or future results 
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Danske Banks’ FX forecasts 

 

 

Source: Bloomberg, Danske Bank 

G10

Last Update: 27/09/2021

Spot +1m +3m +6m +12m

Exchange rates vs EUR

EUR/USD 1.169 1.17 1.16 1.14 1.13

EUR/JPY 129.8 129 129 127 127

EUR/GBP 0.854 0.85 0.84 0.84 0.83

EUR/CHF 1.085 1.08 1.09 1.10 1.11

EUR/SEK 10.18 10.20 10.20 10.30 10.50

EUR/NOK 10.07 10.30 10.40 10.60 10.50

EUR/DKK 7.4359 7.4360 7.4400 7.4450 7.4450

EUR/AUD 1.612 1.63 1.66 1.65 1.66

EUR/NZD 1.671 1.67 1.68 1.68 1.69

EUR/CAD 1.482 1.49 1.50 1.50 1.50

EM

Spot +1m +3m +6m +12m

EUR/PLN 4.595 4.58 4.55 4.52 4.50

EUR/HUF 358 355 355 360 363

EUR/CZK 25.4 24.4 25.3 25.1 25.0

EUR/RUB 85.0 84 84 81 79

EUR/TRY 10.35 10.3 10.4 10.5 10.6

EUR/ZAR 17.63 17.6 17.4 17.7 18.6

EUR/CNY 7.56 7.66 7.66 7.64 7.68

EUR/INR 86.4 87.2 86.4 85.5 85.9
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Market Guide is a general research report, and any recommendations reflect a general opinion. As such, the report does not co nsider your 

specific situation as an investor, including, in particu lar, your investment profile. This means that although the bank may have a general 

recommendation, such recommendation may not be appropriate for you as an investor owing to your particular circumstances.  

 

Market Guide does not constitute an offer or a solicitation to buy or sell securities, foreign currency or financial instruments.  

 

We recommend that you discuss any potential transactions with your investment adviser to ensure that any investment decisions  you make 

are appropriate  given your personal circumstances. 
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General disclaimer 
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Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In  addition, the research analysts of 

Danske Bank A/S who have prepared this research report are not registered or qualified as research analysts with the N ew York Stock Exchange or Financial Industry Regulatory 

Authority but satisfy the applicable requirements of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do so only by contacti ng Danske Markets Inc. directly 

and should be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. 

Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. Securities and Exchange Commission. 

Disclaimer related to distribution in the United Kingdom 
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of its contents. 
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