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Global FX Monthly Outlook 
Major currencies to rally as USD’s strength begins to dissipate 

EUR (1.022) ▲ 

▪ EUR depreciated to a near two-decade low despite the 
European Central Bank’s (ECB) larger-than-expected 
rate hike of 50 basis points (bps) and Eurozone’s strong 
2Q22 GDP reading. The bloc’s currency weakness was 
mainly attributable to soaring European gas prices due to 
Russia’s supply cuts and Europe’s growing political 
uncertainty due to Italy’s Draghi’s resignation. 

▪ EUR may continue to trade above parity if the ECB’s new 
bond-buying tool manage to effectively reduce the risk of 
Europe’s sovereign debt crisis amid ECB’s interest rate 
hikes. In addition, dissipation of USD’s strength due to 
weak US fundamentals may help to buoy the bloc’s 
currency around the 1.020-1.030 level. 
 

GBP (1.217) ▲ 

▪ GBP appreciated strongly against the USD towards the 
end of the month, after falling to its weakest level since 
March 2020, as the market anticipates further rate hikes 
by the Bank of England (BoE) and the UK’s 
Manufacturing and Services PMI registered a slightly 
better-than-expected reading. This comes despite 
lingering recession fears and political woes following the 
resignation of Prime Minister Boris Johnson 

▪ GBP may continue to strengthen slightly as the BoE looks 
set to raises rates for the sixth consecutive meeting and 
appears increasingly likely to hike by a larger 50 bps, on 
upbeat employment data and hotter-than-expected CPI 
reading of 9.4% in June (consensus: 9.3%; May: 9.1%).  
 

AUD (0.699) ▲ 

▪ AUD appreciated against the USD in July, despite facing 
pressure early in the month following the weaker-than-
expected China 2Q22 growth estimate and a broadly 
strong USD amid a hawkish US Fed. With that said, AUD 
strengthened considerably towards the end of the month 
on better-than-expected jobs data, with Australian 
unemployment at 3.5% in June (consensus: 3.8%; May: 
3.9%), fuelling bets that the Reserve Bank of Australia 
(RBA) would be more hawkish going forward.  

▪ AUD may continue to strengthen in August as the RBA 
could raise rates by as much as 75 bps to 2.1% after the 
strong jobs reports, which would match the US Fed’s 
recent rate hike. However, expect AUD strength to be 
milder should the central bank opt for another 50 bps hike 

instead.  
 

NZD (0.628) ▲ 

▪ NZD appreciated against the USD in July despite the 
hawkish US Fed and rising global recession fears. The 
performance was mainly due to a hawkish Reserve Bank 
of New Zealand (RBNZ) as the central bank delivered its 
sixth straight month of interest rate hike to 2.50% and 
signalled an aggressive tightening path to curb inflation. 

▪ The kiwi may find its support from the hawkish RBNZ as 
the central bank is expected to raise the policy rate 
further in August. Nevertheless, the upside bias could be 
capped if the domestic economy signalled a slowdown as 
inflation and higher interest rates bite. 

 

Table 1: Currencies Outlook 
 

Long Term* 
 Q2-22 Q3-22F Q4-22F Q1-23F Q2-23F OUTLOOK 

EURUSD 1.045 1.077 1.078 1.080 1.083 ▲ 

GBPUSD 1.213 1.273 1.280 1.286 1.292 ▲ 

AUDUSD 0.688 0.711 0.708 0.707 0.707 ▲ 

NZDUSD 0.622 0.656 0.658 0.660 0.662 ▲ 

CADUSD 0.776 0.772 0.767 0.765 0.765 ▼ 
       

Short Term (Technical) 

 EMA (21) R1 R2 S1 S2 OUTLOOK 

EURUSD 1.023 1.044 1.067 1.001 0.979 ▲ 

GBPUSD 1.205 1.229 1.240 1.194 1.172 ▼ 

AUDUSD 0.690 0.708 0.717 0.681 0.663 ▼ 

NZDUSD 0.623 0.634 0.641 0.615 0.602 ▼ 

CADUSD 0.775 0.788 0.795 0.768 0.755 ▼ 

 
Signal for Base Currency Trend = ▲Bullish      ▬ Neutral       ▼Bearish 
*F=Forecasts for end of period            
Source: Kenanga Research, Bloomberg 
 
EMA (21): 21-day Exponential Moving Average 
EMA gives more weight to the most recent periods, places more emphasis on what has 
been happening lately. Old data points retain a multiplier even if they are outside of the 
selected data series length. 
 

𝐸𝑀𝐴 = (𝑃 × 𝛼) + [𝑃𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝐸𝑀𝐴 × (1 − 𝛼)] 

 

Table 2: Upcoming Major Data Release  

Date Currency Indicator 

01/08/2022 EUR Unemployment (JUN) 

02/08/2022 AUD Interest Rate Decision 

03/08/2022 NZD Unemployment (Q2) 

03/08/2022 AUD Retail Sales (JUN) 

03/08/2022 EUR Retail Sales (JUN) 

04/08/2022 AUD Trade (JUN) 

04/08/2022 GBP Interest Rate Decision 

04/08/2022 USD Trade (JUN) 

05/08/2022 USD Non-Farm Payrolls (JUL) 

10/08/2022 AUD Consumer Confidence (AUG) 

10/08/2022 USD Inflation (JUL) 

11/08/2022 USD PPI (JUL) 

12/08/2022 GBP GDP (JUN) 

16/08/2022 AUD RBA Meeting Minutes 

16/08/2022 GBP Claimant Count (JUL) 

16/08/2022 EUR Trade (JUN) 

17/08/2022 GBP Inflation (JUL) 

17/08/2022 NZD Interest Rate Decision 

17/08/2022 USD Retail Sales (JUL) 

18/08/2022 USD FOMC Minutes 

18/08/2022 AUD Unemployment (JUL) 

19/08/2022 NZD Trade (JUL) 

26/08/2022 USD Personal Income (JUL) 

26/08/2022 USD PCE Price Index (JUL) 

Source: Kenanga Research, Trading Economics 
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While a global recession broadly favours the USD, a near-term US recession would still likely weaken the dollar 

▪ The recent USD strength can be primarily attributed to the aggressive monetary policy tightening by the Fed, but has also been 

driven by growing safe-haven demand for the dollar as the world begins to worry about recession. Indeed, the IMF recently slashed 

its global GDP forecast for 2022 to 3.2% from 3.6% previously, citing the world’s economic outlook as “gloomy and more uncertain”.  

▪ In Europe, these concerns have manifested from the outbreak of the Russia-Ukraine conflict, as well as a potential energy crisis, 

political instability, and a weakened EUR as it hovers around parity with the USD. However, the Eurozone’s GDP growth 

unexpectedly accelerated in 2Q22 and registered 0.7% QoQ (consensus: 0.2%; 1Q22: 0.5%), allaying some recession fears for 

now and potentially weakening the USD. On the other hand, the UK may still tip into a recession this year, with consensus forecasts 

estimating 2Q22 GDP to register -0.5% QoQ (1Q22: 0.8%).  

▪ Meanwhile, the US economy has just entered a technical recession after GDP growth registered -0.9% QoQ in 2Q22 (1Q22: -1.6%). 

However, an official recession has not yet been declared as data indicate some segments of the economy remain strong, with the 

unemployment rate at 3.6% (May: 3.6%) and personal spending up at 1.1% MoM in June (May: 0.3%). Nonetheless, the USD has 

retreated further since the preliminary GDP release, with the DXY down to 105.9 on July 29. This may also increase the chances 

that the Fed will slow down the pace of its rate hikes or return to rate cuts sooner next year, both of which would weaken the USD.   
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Graph 1: Monthly Global FX Indices Trend 
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Graph 3: US Economic Performance 
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Graph 2: Selected Countries Manufacturing PMI 
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