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Global FX Outlook 
Economic restart and the US-China tussle set to boost global currencies 

 

 

 

 

EUR (1.085) ▼ 

▪ The lack of coordinated policy and fiscal response has caused 

the EUR to depreciate against the greenback last month. 

While some countries in the euro area were eager to reopen  

their economy, others remained wary. It became clear that 

there is a lack of solidarity among the EU members, causing 

investors to avoid the EUR assets.  

▪ EUR is expected to remain under pressure on the back of 

weaker than expected 1Q20 GDP growth. However, optimism 

on gradual EU economic recovery following the reopening and 

staggered resumption of business activities will provide 

support to the bloc’s currency.  

 

GBP (1.247) ▲ 

▪ GBP stayed firmly above 1.24 level against the greenback 

despite bleak manufacturing PMI, which plummeted to 32.6 

in April. However, it was equally cushioned by weak US 1Q20 

GDP figures and Prime Minister Boris Johnson’s optimistic 

declaration on fight against COVID-19. 

▪ The direction of GBP for this month would depend on possible 

announcement of a gradual economic reopening at the next 

review of lockdown measures on 7 May. Coupled with rising 

US-China tension, the GBP could chart an uptrend going 

forward. 

 

AUD (0.655) ▲ 

▪ AUD rebounded, underscored by news that it managed to 

control the COVID-19 infection, with daily new cases down to 

single digits, and RBA’s relatively hawkish view on potential 

reduction in government bond purchases if market conditions 

continue to improve. 

▪ The strengthening mode may persist this month in 

anticipation that the government could announce ease of 

restrictions after the cabinet meeting on May 8, as well as 

further economic reopening in China, its major export 

destination. 

 

NZD (0.609) ▲ 

▪ New Zealand recorded a new high of goods exports in March 

in spite of the spread of the pandemic globally. It managed to 

effectively contain the outbreak and recently ease lockdown, 

which boosted investors’ confidence and reaffirmed NZD’s 

upward momentum. 

▪ NZD may gain further given that its biggest trading partner, 

China, has improved in terms of factory output as well as 

control over the spread of COVID-19.  

 

Table 1: Currencies Outlook 
 

Long Term* 
 Q1-20 Q2-20F Q3-20F Q4-20F Q1-21F OUTLOOK 

EURUSD 1.095 1.086 1.085 1.083 1.082 ▼ 

GBPUSD 1.236 1.249 1.239 1.230 1.222 ▲ 

AUDUSD 0.609 0.653 0.652 0.650 0.649 ▲ 

NZDUSD 0.594 0.612 0.611 0.610 0.609 ▲ 

CADUSD 0.703 0.719 0.718 0.715 0.713 ▲ 
       

Short Term (Technical) 

 EMA (21) R1 R2 S1 S2 OUTLOOK 

EURUSD 1.088 1.095 1.103 1.079 1.070  ▲ 

GBPUSD 1.242 1.262 1.272 1.234 1.217 ▼ 

AUDUSD 0.635 0.673 0.691 0.618 0.581 ▼ 

NZDUSD 0.603 0.622 0.631 0.595 0.577 ▼ 

CADUSD 0.713 0.727 0.733 0.709 0.696 ▼ 

 
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 
4/5/2020 EU Markit Manufacturing PMI (APR) 

5/5/2020 AU RBA Interest Rate Decision 

5/5/2020 CA Trade (MAR) 

5/5/2020 US Trade (MAR) 

6/5/2020 AU Retail Sales (MAR) 

6/5/2020 EU Retail Sales (MAR) 

7/5/2020 AU Trade (MAR) 

7/5/2020 GB BoE Interest Rate Decision 

8/5/2020 CA Unemployment Rate (APR) 

8/5/2020 US Unemployment Rate (APR) 

12/5/2020 US Inflation Rate (APR) 

13/5/2020 NZ Interest Rate Decision 

13/5/2020 GB Trade (MAR) 

13/5/2020 GB GDP Growth (Q1) 

13/5/2020 GB Industrial Production (MAR) 

13/5/2020 EU Industrial Production (MAR) 

14/5/2020 AU Unemployment Rate (APR) 

15/5/2020 EU GDP Growth Rate (Q1) 

15/5/2020 EU Trade (MAR) 

15/5/2020 US Retail Sales (APR) 

15/5/2020 US Industrial Production (APR) 

19/5/2020 GB Unemployment Rate (MAR) 

20/5/2020 GB Inflation Rate (APR) 

20/5/2020 CA Inflation Rate (APR) 

21/5/2020 GB Retail Sales (APR) 

26/5/2020 NZ Trade (APR) 

29/5/2020 CA GDP Growth (Q1) 

29/5/2020 US PCE Price Index (APR) 

Source: Kenanga Research, Trading Economics 
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Premature lifting of government stay-at-home order could trigger a deadlier second wave of infections 

▪ Even with lower average number of daily cases, US, EU, GB and CA are not yet safe to reopen their economy. In contrast, with less than 
1,000 number of active cases and low mortality rate, AU and NZ are on its way to contain the pandemic. 

▪ As many countries are starting to ease its strict measures to contain the spread of COVID-19, especially in some European countries, it 
is highly probable that the number of new infections would spike up if precautionary measures are ignored, especially on social 
distancing and public gathering. 

▪ The anticipated faster economic recovery of AU and NZ is expected to push AUD and NZD higher than other major currencies. In 
addition, US will need to get its act together, balancing between public health safety and economic survival, to effectively combat the  
pandemic. Rushing to reopen its economy at the expense of the threat of a second wave of infection would severely weigh on the 
economy and the USD.  
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Graph 1: Monthly Global FX Indices Trend 
 

Source: Kenanga Research, Bloomberg 

 Table 3: COVID-19 Statistics (as of 30th April 2020) 
 

  US EU* GB CA AU NZ 

Average number  
of daily cases 

17-23rd Apr 28,829 12,076 5,014 1,757 25 7 

24-30th Apr 28,075 9,442 4,748 1,596 14 3 

 
Active cases 852,711 335,892 144,780 29,723 931 208 

 
Mortality Rate (%) 5.9 10.3 15.6 6.1 1.4 1.3 

Source: Kenanga Research, Bloomberg 
*EU: IT, FR, DE and ES 
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