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No significant change at the June FOMC gives at least a short term green light to
carry trades, especially with volatility still suppressed by the same Central Bank G10
largesse. Jeremy Hale
In G10 we see broad USD stability over both 0-3m and 6-12m but crosses will likely f'44'2°'7986'9f‘§5
be moving. For example, we still see USD/JPY at 108 over 6-12m as the BoJ eases  1°remy-hale@citi.com
again and asset allocation changes drive a shift from local bonds to foreign bonds Maximilian Moldaschl
and equities. +44-20-7986-8753
maximilian.moldaschl@citi.com
EUR/USD could drift higher over 0-3m given favourable underlying flows from the
BBOP and assuming June ECB measures are now priced in. Over 6-12m this may
be reversed again as the ECB moves to outright asset purchases. EM
Also within G10, countries that likely raise rates early (GBP and to a lesser degree  Guillermo Mondino
AUD) or have already been tightening (NZD) should be relatively robust. +1-212-816-6499
guillermo.mondino@citi.com
In EM, the carry dynamic m.eans that we expgct. brogd stability in the USD vs. a Alexander Demyanets
b?sket of.global EM currencies over 0-3m. This implies excess returns to EM FX +44-20-7986-4061
given positive carry. alexander.demyanets@citi.com
Over 6-12m, however, we see USD gains as US yields rise and we get closer to
outright Fed tightening. Our forecasts imply around 1% move higher in spot rates in
Asia, and 4.5-55% in CEEMEA and Latam as EM fundamentals remain
troublesome.
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Figure 3. Citi Foreign Exchange Forecasts

Market data Forecasts Returns***

spot* 3m Fwd | 12m Fwd | 0-3 mos 6-12 mos | long-term | 3 mos rtn 12 mos rtn
Euro EURUSD 1.36 1.36 1.36 1.39 1.35 1.41 2.4% -1.1%
Japanese yen USDJPY 102 102 102 104 108 111 1.9% 6.1%
British Pound GBPUSD 1.70 1.70 1.69 1.76 1.77 1.76 3.5% 4.6%
Swiss Franc USDCHF 0.90 0.90 0.89 0.88 0.93 0.91 -1.3% 4.0%
Australian Dollar AUDUSD 0.94 0.93 0.92 0.95 0.96 0.93 1.9% 4.9%
New Zealand Dollar NZDUSD 0.87 0.86 0.84 0.88 0.87 0.85 2.2% 3.9%
Canadian Dollar USDCAD 1.08 1.08 1.09 1.07 1.12 1.10 -0.8% 3.1%
Dollar Index** DXY 80.44 80.47 80.45 79.05 81.50 79.31 -1.8% 1.3%
Japanese yen EURJPY 139 139 138 145 145 157 4.4% 5.0%
Swiss Franc EURCHF 1.22 1.22 1.21 1.23 1.25 1.29 1.1% 2.9%
British Pound EURGBP 0.80 0.80 0.80 0.79 0.76 0.80 -1.0% -5.4%
Swedish Krona EURSEK 9.16 9.18 9.21 9.05 9.10 9.00 -1.4% -1.2%
Norwegian Krone ~ EURNOK 8.34 8.37 8.46 8.40 8.10 7.75 0.4% -4.2%
Norwegian Krone  NOKSEK 1.10 1.10 1.09 1.08 1.12 1.16 -1.7% 3.2%
Australian Dollar AUDNZD 1.08 1.08 1.09 1.08 1.10 1.09 -0.3% 0.9%
Australian Dollar AUDJPY 96 95 93 99 104 103 3.8% 11.3%
S
Chinese Renminbi USDCNY 6.23 6.19 6.24 6.18 6.04 6.00 -0.2% -3.2%
Hong Kong Dollar  USDHKD 7.75 7.75 7.75 7.75 7.75 7.75 0.0% 0.0%
Indonesian Rupiah USDIDR 11973 12152 12784 11600 12100 11800 -4.5% -5.4%
Indian Rupee USDINR 60.2 61.2 64.4 60.0 62.0 63.0 -2.0% -3.8%
Korean Won USDKRW 1021 1026 1038 1025 1025 970 -0.1% -1.2%
Malaysian Ringgit USDMYR 3.22 3.25 3.32 3.24 3.34 3.37 -0.2% 0.7%
Philippine Peso USDPHP 43.8 44.0 44.3 44.0 45.0 43.0 0.0% 1.7%
Singapore Dollar USDSGD 1.25 1.25 1.25 1.26 1.26 1.26 0.7% 0.8%
Thai Baht USDTHB 32.5 32.6 33.1 32.5 33.0 33.0 -0.3% -0.2%
Taiwan Dollar USDTWD 30.0 30.0 29.8 30.0 30.0 29.8 0.0% 0.7%
EMEA |
Czech Koruna EURCZK 27.4 27.4 27.4 27.4 27.7 26.5 -0.1% 1.2%
Hungarian Forint EURHUF 306 308 311 310 315 325 0.8% 1.2%
Polish Zloty EURPLN 4.17 4.20 4.26 4.18 4.30 4.00 -0.4% 0.8%
Israeli Shekel USDILS 3.45 3.45 3.45 3.50 3.60 3.85 1.4% 4.2%
Russian Ruble USDRUB 34.4 35.1 37.2 34.9 38.1 37.1 -0.7% 2.3%
Russian Ruble Basket 39.9 40.8 43.3 41.0 44.0 44.0 0.5% 1.7%
Turkish Lira USDTRY 2.15 2.19 2.33 2.15 2.20 2.40 -1.9% -5.4%
South African Rand USDZAR 10.71 10.87 11.42 10.70 11.10 10.80 -1.6% -2.8%
Brazilian Real USDBRL 2.24 2.30 2.46 2.30 2.50 2.65 0.2% 1.6%
Chilean Peso USDCLP 557 563 577 565 580 590 0.3% 0.5%
Mexican Peso USDMXN 13.0 13.1 13.4 13.0 13.1 12.7 -0.7% -2.0%
Colombian Peso USDCOP 1887 1906 1965 1880 1960 2050 -1.4% -0.3%

* market data including spot as of 3:34 PM London time on 20-Jun-2014
** The DXY forecasts are implied from the forecasts of the constituent crosses. *** Returns are relative to forwards

Source: Bloomberg and Citi Research
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Overview: Fed Green Light For Carry?

The outcome of the June FOMC meeting was less hawkish than a significant
minority of market participants feared. With little change in rhetoric, and markets
continuing to price front end rates even below relaxed Fed guidance, it looks like
Central Banks are giving the green light to continuing with carry based strategies for
the time being and that generalized USD appreciation will not take place anytime
soon (Figures 4 and 5).

In G10 space, we expect broad stability in the USD over the medium term. We see
upside in USD/JPY prompted by further policy initiatives in Japan, including both
additional QE and asset allocation changes that will promote foreign asset and
equity ownership at the expense of domestic bonds. But we think that EUR/USD
may continue to trade a broad range. The recent ECB June policy initiatives now
seem priced in and we think the exchange rate drifts back up to 1.39 near term.
This will likely trigger asset purchases and an outright expansion of the ECB
balance sheet which could weaken EUR again. We expect GBP to remain robust
against both other European currencies and the USD. Dollar bloc currencies,
especially relatively high yielding (and early tighteners) NZD and AUD should
remain relatively robust too.

EM FX fundamentals still feel less robust. We expect USD upside over 6-12m of
around 1% vs. Asia on average and 4.5-5.5% vs. CEEMEA and Latam.

Figure 4. Global USD Index (Grey-Dash) vs. EM (Red), G10 (Blue) and Figure 5. 3m Returns to Global Carry Trades Improve Since January
G10 ex AUD, CAD, NZD (Pink). Higher = USD Up; 22 May 13 = 100
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G10 Exchange Rates
EUR/USD — Flows vs. Policy

In our last Forecasts, we suggested that EUR/USD might weaken further around the
time of the 5 June ECB meeting where additional easing was expected, not least
because at the recent local highs near 1.39 the single currency was overbought.
However, we also expected the correction to run out of steam in the 1.34-1.35 area.

Despite a more dovish ECB than expected earlier this month, this script is
apparently playing out. The initial impact of the unexpected monetary easing
(TLTROs and signals for further ease rather than the widely anticipated policy rate
cuts) was to push EUR lower but in recent days it has been finding support
around/above 1.35.

1m EONIA has dropped to near zero in response but traded around 8-10bp from
mid-2012 until late 2013 so this is more a reversion to type than a dramatic new
shift, especially with the ECB signaling that it is done with rate cuts now. Rate
differentials to the US are lower but it will likely take a reversal of the relative
balance sheet expansion by the Fed compared with the ECB for EUR to have
significant downside as the single currency is trading somewhere between relative
balance sheet and relative rate signals (Figure 6).

Right now, the US balance sheet is still rising as QE3 is ongoing, though winding
down. The contraction in the ECB balance sheet may slow as the TLTROs provide
attractive financing terms to banks though initially much of the new funding may
replace existing LTRO or MRO financing at less favourable rates with a limited
impact on the ECB balance sheet. For a significant balance sheet expansion, full
scale QE will be needed and this to include government bond purchases not just a
limited stock of ABS. This may well come over 6-12m, as Citi economists predict,
but may also be forthcoming only after EUR/USD again tests the upper end of
ranges.. In the meantime, real yield differentials are having a limited impact on the
exchange rate (Figure 7).

Figure 6. EUR/USD (Red), EUR Less USD 2y Swap Rates (Green) and Figure 7. EUR/USD (Red) and French 10y Real Yields Less US TIPS 10y

Ratio Fed to ECB Balance Sheet (Blue)
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Part of the reason for this is that underlying fundamental flows are strongly positive
for the single currency. The pro-cyclical fiscal tightening in the EA after 2010 has
now generated a large and rising current account surplus, nearing 3% of GDP, while
long term capital inflows are rising above 1% of GDP (Figure 8). This broad balance
of payments surplus is, of course, offset elsewhere in the balance of payments by
outflows, but these are likely short term banking hedges and speculative short EUR
positions.

We expect the broad balance of payments surplus at least to persist around current
levels and maybe to expand further reflecting further inflows to risk assets in Europe
including both periphery debt and equities (Figure 9). To offset this, the stock of
EUR speculative shorts may need to rise by an additional EUR100bn each year just
to keep EUR stable. Meanwhile, the stronger external net asset position of the EA
and low inflation raise the longer term equilibrium of the EUR. For example, Citi
WERM estimates for the latter for 2014Q1 rose from 1.41 to 1.43.

We therefore expect some complicated dynamics for EUR/USD. With the June ECB
measures now priced in, underlying flows may yet again push EUR higher over the
next few months. This could generate concerns at the ECB about low inflation,
finally triggering wider asset purchases that will once again take the single currency
to the lows of the range over a 12m horizon. With this in mind we expect 1.39 over
0-3m and 1.35 over 6-12m. Long term, we forecast a move towards WERM in a
1.40-1.45 range.

Figure 8. Broad Balance Of Payments Strong in EA
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USD/JPY — Policy Shifts to Weaken JPY

The USD/JPY upside trend continues to have little near term momentum, though,
as Figure 10 highlights, the setback from recent highs in the exchange rate was less
than on the correlated long equity movement. Also as shown in Figure 10, market
based implied volatility measures add to anecdotal impressions that lack of action
from BoJ policymakers is generating apathy in FX markets.

Ironically, we feel that pressures may begin to once again push USD/JPY higher in
the rest of this year, assuming no major risk setback or other external shock that
could increase JPY demand temporarily. We see two sources of potential policy
support for USD/JPY.

First, Citi economists expect additional QE purchases to be announced in October
generating a further surge in the BoJ balance sheet relative to that of the Fed.
Figure 11 shows a rough and ready rule of thumb suggesting that end-2015 relative
balance sheet size could point to USD/JPY above 110 (Figure 11). Given how far in
advance the April 2013 BoJ policy announcements were priced in, we would not
expect the exchange rate to wait for the end of next year to discount this and
forecast 108 at 6-12m and 111 two years out. Over 0-3m, we forecast 104.

The second support comes from potential asset allocation changes by the GPIF and
other relevant institutions. In a recent publication, our Japanese colleagues suggest
we could see a decrease to 45% for domestic bonds (currently 60%), vs. an
increase to 19.5% for domestic equities (12%), 14% for overseas bonds (11%), and
16.5% for overseas equities (12%). If current weightings were immediately changed
to match the above figures, it would result in demand of ¥2.9trn for domestic
equities, ¥4 .4trn for overseas bonds, and ¥1.7bn for overseas equities — see
Japan’s GPIF reform — What may happen and what will the consequences be?

This seems likely to be positive for USD/JPY both via the correlation with a rallying
NKY and via the overseas capital outflows implied.

Also worth considering here are possible asset allocation adjustments by other
Japanese investors — see Room for change in asset allocations of Japan Post
Insurance, Japan Post Bank. Here too, the view of our local strategy teams is that
these moves will be mainly bullish NKY and by implication bearish JPY.

Figure 10. USD/JPY (Red) vs. NKY (Blue) and 3m ATM JPY Vol (Green)  Figure 11. USD/JPY (Red) vs. Ratio of Japan/ US Money Base (Blue)
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Dollar Bloc — AUD Still The Medium Term Outperformer

The AUD continues to benefit from the resumption of carry trading in FX that came
after the 3% peak in UST yields at the turn of the year. Since late January,
AUD/USD is up 8-9% from the lows and AUD has also modestly outperformed NZD
over this period.

Fundamentals for Australia remain mixed. Citi economists have raised the real GDP
growth for 2014 to 3.4% which is a tad above consensus. But they also point out
that domestic demand growth will be much weaker due to terms of trade
deterioration. Consumer confidence remains depressed, savings ratios high and
income growth relatively weak. Wealth effects from rising house prices seem mainly
absent. Against this background, Citi economists expect no RBA action on policy
rates before mid-2015. That said, Citi forecasts still imply hikes somewhat ahead of
market pricing over the next year, a likely marginal AUD support medium term.

With UST yields rising but not rapidly, and the Fed in no rush to signal tightening,
we think AUD will stay relatively high despite weaker terms of trade. We forecast
95c over 0-3m, and 96¢ over 6-12m when the RBA could be hiking and the Fed still
on hold. Thereafter as the Fed hiking cycle belatedly begins, we see AUD drifting
lower again towards long term fair value estimated by Citi WERM at 92c.

Turning to NZD, here the cycle appears generally more robust with circa 4% real
GDP growth in both 2014Q1 and over the past year boosted by Canterbury
reconstruction efforts. Citi’s forecast for 2014 is 3.5%, slightly above consensus
and, in contrast to Australia, NZ terms of trade are also improving, giving very
robust overall nominal GDP growth.

Given this robust background, Citi now expects a further RBNZ hike in July, the
fourth this year, to take rates to 3.5%. By mid-2015, Citi expects 4% policy rates.
With carry trades in vogue and rising rates, NZD is likely to stay robust given this
background, and we forecast 88c at 0-3m and 87c at 6-12m.

Figure 12. AUD/USD (Red) and EMRA (Blue, Inverse Scale) Figure 13. AUD/USD (Red) vs. Iron Ore Price (Blue)
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This set of AUD and NZD forecasts still implies AUD/NZD rises somewhat over 6-
12m. While this may seem somewhat counter-intuitive given apparently faster
tightening and more robust growth in NZ than Australia, Citi forecasts relative to
consensus are actually neutral on growth between the two and for more upside
compared to consensus in AUD rates than NZD equivalents.

Furthermore, note RBNZ Governor Wheeler's comments around a month ago
regarding the strong kiwi dollar: “...if the currency remains high in the face of
worsening fundamentals...it would become more opportune for the Reserve Bank to
intervene in the currency market to sell New Zealand dollars..." suggesting upside
to NZD could also be capped. In fact, the NZD remains overvalued on a PPP basis,
with Citi's WERM model near 70 cents. WERM estimates for AUD/NZD are 1.31
implying that there may be plenty of scope for AUD to retrace losses vs. NZD
medium term.

Figure 14. AUD/NZD (Red) vs. 2y2y Rate Differentials (Blue)

Figure 15. USD/CAD (Red), USD Less CAD 10y Swap Rates (Blue)
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Turning to Canada, USD/CAD has lost upside momentum in recent months having
peaked at over 1.12 in late March. Softer US bond yields and downwards revisions to
growth and inflation forecasts have played a part as with other crosses though with
yield differentials now rising again, downside in USD/CAD from here may be limited.

That said, USD/ CAD feels like a bit of a sideshow in FX terms. Citi expects BoC
tightening to begin in 2015Q3, not too far away from the time we also expect first
Fed hikes to begin so CAD does not benefit as an early lightener like NZD and
maybe GBP and AUD. Over the next 12 months, rate hikes priced in to USD and
CAD curves are pretty much what Citi economists expect in both centres.
Furthermore, policymakers in Canada seem less exercised by the currency these
days compared with the sub parity days.

USD/CAD may therefore drift lower over 0-3m before moving gently higher again
over 6-12m reflecting better economic performance in the US and higher long term
yield differentials (Figure 15). Canada’s real GDP and current account performance
will likely fall short of US equivalents over the next couple of years

That said, long term fair value on USD/CAD according to Citi WERM is 0.94 so
upwards pressure on the exchange rate is not driven by valuation forces in our view.
We project 1.07 over 0-3m and 1.12 at 6-12m.
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GBP — Early Tightening to Prolong GBP Rally

Sterling made additional gains vs. EUR and other European currencies and also vs.
the USD since our last Forecasts. Strong economic momentum and rising rates at
the front end of the UK yield curve in both absolute terms and relative to other
countries are most likely behind GBP appreciation. Citi forecasts for real GDP
remain above consensus. Since Governor Carney’s Mansion House speech on 12
June, markets have moved to price in earlier BoE tightening. But Citi forecasts still
also expect faster/ further tightening and believe the economy is robust enough to
sustain this — see How Resilient Will The Economy Be To Rising Rates?

As such we expect further upside in GBP medium term with EUR/GBP 0.76 and
GBP/USD 1.77 expected over 6-12m.

We see two separate risks around the GBP view. First, GBP appreciation
expectations are now hugely consensus. Should MPC meetings fail to follow
through with a least some members calling for tightening over the next 2-3 months
then GBP may consolidate for a period.

A second risk is more in the long term outlook. In September, the Scottish
referendum on independence and the possible post-Election vote on Brexit could
well increase volatility in UK rates and the currency. Furthermore, whoever wins the
General Election next May, further fiscal tightening may be necessary, potentially
slowing the outperformance of the UK economy over the second half of 2015 and
into 2016. While these events are some way into the future, we tentatively reflect
the risks in lower GBP forecasts at the long term horizon. A further potential long
term drag on GBP is the widening UK current account deficit, recently running at
more than 5% of GDP.

Figure 16. EC Economic Sentiment and UK Real GDP Growth Figure 17. GBP vs. EUR & USD (Red) and UK vs. EA/US 2y Rates (Blue)
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Scandis — Medium Term Still View NOK/SEK Higher

After breaking multiyear downwards sloping channel resistance to the upside and
trending higher for most of the year, NOK/SEK had a sharp set-back following the
dovish surprise from the Norgesbank June meeting. At the time of writing, NOK/SEK
has started pulling back slightly, and for what it's worth is trading back into the
channel, and on short term RSI indicators actually looks oversold (Figure 18).

Nonetheless, we feel the squeeze could run a bit further in the short run given: i)
positioning — NOK/SEK upside had been a strong anti-consensus view at the
beginning of the year but recently Citi platform data had shown considerable NOK
longs and SEK shorts ii) data surprises — as we have highlighted in previous
month’s editions of this publication, macro prints have been very strong out of
Norway and weaker from Sweden in recent months — Citi’s ESIs have thus been
trending in opposite directions but since these tend to mean revert as economists
adjust expectations, risks are starting to skew against NOK/SEK also iii) noises from
the Norgesbank regarding unwanted NOK strength/allowable NOK weakness — in
an interview post the recent CB meeting, Governor Olsen suggested that “the
impact [of Krone weakness on inflation] would have to be very, very strong before
we end up being concerned.”

Further out however, the backdrop still suggests NOK outperformance over SEK
and any positioning squeeze is thus likely to be short lived in other words. In terms
of the medium term fundamentals, Citi’'s growth forecasts are slightly weaker than
consensus for Sweden in 2014 and 2015 compared to in-line views for Norway.
Policy rate expectations — a Riksbank cut in July and then on hold until late 2015 vs.
an on hold Norgesbank until late 2015 — are now more or less matched by rates
markets. That said, we were relatively surprised by the dovish tone of the
Norgesbank, especially given their de minimis forecast changes — see Norway - NB
Delays Rate Hike, Raises Prospects of Near-Term Rate Cut. And should inflation
not subside, the Norgesbank could have a hard time pushing through with any rate
cuts/dovishness. What’'s more, rate differentials still suggest upside to NOK/SEK to
around 1.17 (Figure 19) and long term PPP type estimates (WERM model) point to
1.16 also.

In light of the above, we have revised forecast paths slightly this month, especially
in the short term horizon. We pencil in 8.40 and 9.05 for EUR/NOK and EUR/SEK
respectively in the 0-3m horizon, seeing implied NOK/SEK move lower to 1.08
before bottoming out. In the 6-12m horizon, we envisage NOK to regain ground
again, and have point forecasts at 8.10 and 9.10 respectively. NOK/SEK is seen at
1.12 and in the long term at 1.16 in line with Citi’'s WERM model.
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Figure 18. NOK/SEK Technicals Figure 19. NOK/SEK (Red) vs. Rate Differentials (Black)
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CHF — Floor Holds

Since our last Forecasts, EUR/CHF price action has continued to be relatively
lethargic. The pair is currently trading at the lower end of a 1.2225 — 1.2150 channel
since April (Figure 20). As discussed above, ECB events have kept the EUR softer
recently, but our point forecasts remain unchanged this month, still pencilling in 1.23
as our 0-3m forecast and 1.25 as our 6-12m forecast. Moreover, we still expect the
overvaluation of the CHF to fade against a stronger EUR in the long run. Citi’s latest
WERM model output is now a touch higher at 1.30. Our markets based fair value
model points to EUR/CHF upside too (Figure 21).

As expected, the SNB maintained the franc ceiling of 1.20 vs. the EUR at this
month’s policy meeting. Inflation forecasts were adjusted again from 0.0%, 0.4%
and 1.0% for 2013, 2014, 2015 respectively to 0.1%, 0.3% and 0.9%. Annual CPI
for May did surprise to the upside, however, in light of their forecast revisions, the
SNB FX policy seems set to hold.

Elsewhere, the SNB have reiterated their stance towards negative rates, with
Chairman Jordan saying "We are closely monitoring the impact of the recent
interest rate reductions in the euro area on Switzerland," and "Should there be a
need for action the SNB will take the necessary measures." If the central bank
wanted to hold market interest rates below zero, it would need to start charging
banks for holding their excess reserves, a policy the International Monetary Fund
(IMF) floated last month. Whilst we feel deflationary pressures still exist in
Switzerland, we still see the floor as the appropriate policy tool rather than the
introduction of negative rates.
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Figure 20. EUR/CHF Price Action Figure 21. EUR/CHF Market Based Model (Blue) vs. Spot (Red)
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EM Currencies — Range Trading for Now

The Fed is expected to continue winding down the LSAP program and providing
clarity over the exit strategy from zero rates. In the Eurozone, a fully-fledged QE late
in Q42014 or early 2015 now appears an increasingly likely scenario. The divergent
trajectories of monetary policy and long-term rates are set to shape global
background for EM FX.

With the June Fed meeting producing no shocking news, we deem the September
FOMC meeting as more relevant for the markets. Hence, 10y UST is likely to
continue its gradual drift upwards. While flows may push the Euro to 1.39 over the
next three months, the onset of ECB QE we expect it to return back to the 1.35
level. On the macroeconomic fundamentals side, EM continues to be broadly weak.

Against this, we do not see the build-up of significant anti-carry forces. We do not
expect high-yielding currencies to perform as strongly as they did until recently.
However, we do not see systematic risks either; if anything, the ECB loosening will
be supportive of the carry environment. In all, EM FX is likely to be range trading,
with a somewhat higher impact of idiosyncratic factors. Our revisions to our short-
term, forecasts reflect these considerations. Over the 0-3m horizon, we show an
equal-weighted basket of EM FX virtually flat.

Over the 6-12m, we keep our forecasts largely intact. Market expectations and Citi
forecasts suggest that 10y UST will move higher over the medium term — to over
3%. As long-term rates converge to this higher level, EM FX will come under
pressure. In the aggregate, over the medium-term horizon of 6-12 months, we show
EM FX depreciating to the order of 3%.

In the short-term, total returns are expected to favour EM FX vs. the USD. Over the
medium term, USD gains are positive even allowing for cost of carry.

Figure 22. EM Performance vs. USD since January 30, 2014 (%) Figure 23. 10y UST: Still Range-Bound
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EM Asia - Still Best for Carry This Summer Season

Since the end of January, when UST stabilized around the narrow range, Asian
currencies have been in the vanguard. Our base case continues to see Asian bloc
staying broadly flat over the 0-3m. Over the medium term, our equal-weighted
portfolio of EM Asia is expected to weaken by about 1%.

Figure 24. CNY Turning Point? Figure 25. USD/ IDR
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An underperformer for much of the H1 2014, Chinese yuan, in our view, has reached
a turning point (Figure 24). Although PBoC may continue using volatility to deter short-
term capital inflows, we see the balance of forces favouring CNY strength. Export
growth is recovering on better US economic outlook, and thanks to the sluggish
domestic demand and weaker imports, trade surplus YoY is likely to further improve.
More broadly, even though the property sector continues being a downside risk in the
near term, the Chinese economy has shown additional signs of stabilization. In our
short-term forecast, we therefore now show USD/CNY trading at 6.18. Over the
medium term, we think that CNY may have room to appreciate further to 6.04.

IDR rallied from January to mid-April but has since given up ground (Figure
25).Nonetheless, we think that trend reversal would be unlikely as monetary
conditions continue to tighten (see Policy rate held; monetary conditions have not
eased) and pressures of the dividend season subside. A victory for Jokowi in the
presidential elections next month (our base case) is also likely to be supportive in
the short term, though recent gains for Prawobo create the risk of a more prolonged
electoral process. All in, we expect USD/IDR to fluctuate around the 11600 mark
over the 0-3m horizon. Our bearish IDR view 6-12m out remains unchanged.

INR showed moderate underperformance over the past month following sharp
appreciation since January. Over the short-term, we think that geopolitical risk in the
Middle East will weigh on the currency, given India’s large net oil import bill (ca.
US$100bn). Furthermore, the exhaustion of the government bond limits by foreign
investors (nearly 98% of the foreign investors’ quota have now been used up) will
moderate the effect of the carry trade. The chance of sharp depreciation, however,
looks rather remote as RBI will not tolerate the inflationary risk, and BoP dynamics
and post-election sentiment remain broadly constructive. Overall, we show
USD/INR at 60.0 vs. 59.0 in our May forecasts for the 0-3m horizon. Further out, we
continue to expect INR weakness in line with other EM currencies, and see
USD/INR in the neighborhood of 62.0.
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USD/KRW has stayed below the multi-year support levels since our last Forecast
(Figure 26) on the back of a widening current account surplus and foreign portfolio
flows. Expectations of KRW falling below 1010 level, however, were dashed as the
authorities intervened to bolster the recovery of exports (especially SME’s) and
geopolitical risks in the Middle East increased. In the near term, we think that
USD/KRW may have hit the bottom and expect the Korean currency to depreciate
mildly to 1,025. Over the medium term, however, the fall-out from higher UST will
put pressure on KRW even as macroeconomic fundamentals continue to improve
and BoK starts the hiking cycle. With this in mind, we adjust our 6-12m forecast
from 1040 to 1025.

Figure 26. USD/KRW: Breaking the Multi-Year Support Level Flgure 27. USD/MYR: Rangebound Recently
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Stronger YTD, MYR has recently been fluctuating in a tight range (Figure 27).
Recent IP data delivered a positive surprise, and are supportive of our call for the
first rate hike in July (Malaysia Macro Flash.) Malaysia’s dependence on
commodities and high foreign ownership of local Fl assets, however, are
countervailing forces. Over the short term, we show USD/MYR at 3.24. Over the 6-
12m, while we have become somewhat more constructive, given an improving
growth, CA balance, and BNM tightening bias, our bearish call is intact: USD/MYR
at 3.34.

In line with other Asian EM, PHP has appreciated significantly since UST stabilized
in January. Over the next three months, we see pricing to be driven by the interplay
of factors. Higher oil prices due to geopolitical risk in the Middle East and tightening
US policy are bound to weigh on the peso. However, we think that the pressures will
be moderated by the potential Moody’s rating update and the start of BSPs SDA
rate tightening. Further out, higher long-term UST will erode interest rate differential
supporting PHP (though our call for 50bp hikes over the 6-12m might provide some
compensation), and we expect CA improvement to decelerate. In all, we keep our
point forecasts for USD/PHP unchanged: 44.0 in the 0-3m horizon and 45.0 over 6-
12 months.

Despite political risk, THB has been trading remarkably well, and even strengthened
since our last Forecasts, on the back of stronger employment data and lower
inflation expectations (Due to 1Q investment gains, labor slack eases to a 7% rate;
Inflation expectations down to a low 6.1% in 2Q BSP Survey). In the short term,
further macro upturns are likely, particularly on domestic spending indicators as
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consumer sentiment improves. Further out, however, we think that capacity slack
will continue to restrain real investment recovery. And with monetary policy staying
accommodative and long-term rates in the US climbing higher, THB will come under
pressure. Accordingly, our forecasts for the USD/THB 0-3m and 6-12m out are 32.5
and 33.0, unchanged from last month.

TWD has continued to appreciate through the month underpinned by the carry-
induced flows, and we expect the broad trend to persist. In the short term, TWD is
well-supported by foreign inflows. Over the medium term, widening trade surplus
driven by more visible improvements in tech exports and stronger CNY call for a
more optimistic outlook. With this in mind, we revised our forecasts from May and
now show USD/TWD at 30.0 in the 3-12m horizon.

CEEMEA — Performance to Moderate Further

High-yielding CEEMEA currencies have outperformed YTD. While we do not see a
case for a substantial re-pricing, our base case suggests that short-term
performance is not going to be as strong. Over the medium term, we expect the
CEEMEA FX to weaken by about 5%.

Figure 28. CEEMEA Performance vs. USD since January 30, 2014 Figure 29. ZAR Losing Ground
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The rand has been a strong performer in CEEMEA, rising about 4% vs. USD.
(Figure 28 and 29). However, May to date, the currency’s advance has stalled, and
USD/ZAR is now trading closer to the more subdued March levels. In our view,
these dynamics are not inconsistent with the mixed data flow (higher CPI inflation
vs. improving CA deficit) and ratings agencies downgrades. Looking ahead,
however, ZAR continues to be buoyed by high carry, and our call for the July hike
suggests additional incremental support. Over the 0-3m horizon, we now expect
USD/ZAR to range trade around 10.7. Further out, structural headwinds and highly
integrated capital markets (which increase ZAR vulnerability to the risk-off shocks)
make us less optimistic. We show USD/ZAR at 11.10 in 6-12 months, unchanged
from the May Forecasts.

So far this year, Turkish lira has been a star performer (Figure 28) driven by high
carry, decline in political noise, strong external adjustment, and recent growth
surprises (Heading for a goldilocks scenario?). We think, however, that
outperformance in the near term is likely to be clouded by geopolitical developments
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in Iraq, which may undermine the process of CA adjustment through higher oil
prices and lower exports (Iraq accounted for 8% of total exports in 2013).
Additionally, we see increased likelihood of more CBT cuts. Against this, our
forecast for USD/TRY is now 2.15 relative to 2.08 in May. Over the 6-12m horizon,
we stay with our May level and show USD/TRY at 2.20.

Russian rouble has appreciated modestly over the past few months, nudging about
1% vs. the USD since the end of January (Figure 28). High carry on balance
appears to have been a dominant force behind RUB, though the currency has also
been significantly affected by political risk premia. In the near term, we find it difficult
to see a substantial unwinding of political risk premia and thus see RUB basket
trading around 41.0. Over the 6-12m horizon, our bearish view of macroeconomic
fundamentals suggests forecast continuity, and we show RUB basket trading at
44.0.

The Polish zloty is clearly low carry, yet its performance YTD has been far from
unimpressive. With a strong growth outlook, inflation surprising on the downside,
and a recovering labour market, we think EUR/PLN is likely to appreciate further in
the near term, though recently revealed recordings of the conversation between
NBP Governor Belka and a government minister might increase political risk.
Further out, we continue to view ECB easing as moderating, but not nullifying, the
impact from higher UST yields and thus stay with our relatively bearish 6-12m PLN
forecast of EUR/PLN at 4.30.

Figure 30. EUR/HUF: a Choppy Ride
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EUR/HUF has been on a downward trend, but with a lot of choppy price action
(Figure 30). As before, our view is that some correction is likely to be in store for the
cross in the near term. Recent comments from MPC members added conviction to
our expectation that rate cuts may continue in the coming months. Furthermore, the
new FX mortgage scheme, which may require partial or full conversion of the
outstanding FX mortgages, is unlikely to be supportive either. Over the 0-3m, we
keep our forecast for EUR/HUF at 310, implying a mild HUF depreciation relative to
the current spot. In the medium term, our call continues to be that Fed tightening
should offset any boost delivered by ECB QE and we show EUR/HUF at 315,
unchanged from the May Forecast.
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EUR/CZK, meanwhile, continues to trade in a narrow range (Figure 31). Recent
producer prices print suggests that CPI inflation will come in lower (Czech Macro
Flash), suggesting a longer period of CNB’s desired floor of 27+ for EUR/CZK and
reinforcing our previously held view. Medium term, we project EUR/CZK weakness
on the back of our Fed-ECB call. In all, both our short-term and medium-term
forecasts remain intact: EUR/CZK at 27.4 over the 0-3m horizon and 27.7 over the
6-12m horizon.

LATAM — Brazil at the Centre

LatAm performance has been heavily dependent on Brazil and the latter in turn has
been supported by carry. In the short term, we still see opportunities even as we
find carry increasingly less attractive. Over the medium term, structural issues and
tighter US policy portend weakness, and our baseline scenario shows LatAm FX
5% weaker.

Figure 32. LatAm Spot Performance vs. USD since January, 30 2014 Figure 33. USD/MXN
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The Brazilian real has held the top spot in EM since the end of January,
outperforming comfortably the LatAm bloc and other high-yielding EM (Figure 32
and Figure 22). While the outsized performance is not surprising, given that Brazil
enjoys a prime carry status, we expect the rally to stall over the next 3 months amid
signs of higher inflation expectations and decelerating growth (see Brazil Macro
Flash). Over the 0-3m horizon, we now show USD/BRL at 2.30, relative to 2.25 in
May. Our forecast for the cross in 6-12m remains unchanged at 2.50.

By contrast, the Mexican peso has been at the lower end of the performance
ranking (Figure 32), constrained by the lowest carry in LatAm. Overlaying the
lacklustre performance, Banxico’s surprise 50bp cut following its June meeting
further weakened the currency (Figure 33). Going forward, we think that the
USD/MXN story will revolve around two opposing forces: higher UST yields, on the
one hand, and more supportive idiosyncratic factors, on the other. Over the 0-3m,
telecom and energy reform bills, on top of the expected acceleration in cyclical
recovery, are likely to play into MXN strength. Further out, FDI-linked structural
reforms will be supportive even as gradual normalization in US long-term rates will
pull USD/MXN upwards. With this in mind, we forecast a relatively flat path for
USD/MXN: 13.0 for the 0-3m and 13.1 for 6-12m horizons, respectively.
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CLP has come in second after MXN in the performance league, on the back of
weaker demand, a dovish central bank stance, and a broadly soft macroeconomic
outlook. We expect the trend to persist as BCCh downgrades its growth outlook
(Chile Macro Flash) and maintains an easing policy bias. In the near term, we now
show USD/CLP at 565, a tad higher relative to May. Over the medium term, our
bearish view still holds, and we show USD/CLP at 580.

In Colombia, portfolio flows are likely to continue supporting COP over the short-
term, particularly in light of the expected hikes by Banrep. We think that the strength
is likely to persist in the near term, revising our forecast for USD/COP to 1880,
relative to 1900 in May Forecast. We are, however, still of the bearish view over the
medium term, in line with our US rates call, and forecast COP depreciation to 1960
from current spot.
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Figure 34. Implied Path — BIS Nominal Exchange Rates
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Figure 35. Quarterly Interpolated Forecasts — USD Crosses

Quarterly Interpolated Forecasts
vs. USD

Currency Spot Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16

G10

Euro EURUSD 1.36 1.37 1.38 1.36 1.35 1.36 1.37 1.39 1.40 1.41
Japanese yen USDJPY 102 103 105 107 108 109 109 110 110 111
British Pound GBPUSD 1.70 1.72 1.76 1.77 1.77 1.77 1.77 1.77 1.76 1.76
Swiss Franc USDCHF 0.90 0.89 0.90 0.91 0.93 0.93 0.92 0.92 0.92 0.91
Australian Dollar AUDUSD 0.94 0.94 0.95 0.96 0.96 0.95 0.95 0.94 0.94 0.93
New Zealand Dollar NzZDUSD 0.87 0.87 0.88 0.87 0.87 0.87 0.86 0.86 0.85 0.85
Canadian Dollar USDCAD 1.08 1.07 1.08 1.10 1.12 1.12 1.11 1.11 1.10 1.10
Swedish Krona USDSEK 6.75 6.67 6.58 6.68 6.75 6.68 6.60 6.52 6.45 6.38
Norwegian Krone USDNOK 6.14 6.11 6.04 6.03 6.01 5.90 5.79 5.69 5.59 5.49
EM Asia

Chinese Renminbi USDCNY 6.23 6.21 6.14 6.09 6.04 6.03 6.02 6.02 6.01 6.00
Hong Kong Dollar USDHKD 7.75 7.75 7.75 7.75 7.75 7.75 7.75 7.75 7.75 7.75
Indonesian Rupiah  USDIDR 11973 11849 11748 11937 12093 12033 11973 11913 11853 11779
Indian Rupee USDINR 60.2 60.1 60.6 61.3 62.0 62.2 62.4 62.6 62.8 62.9
Korean Won USDKRW 1021 1022 1025 1025 1024 1013 1002 991 980 970
Malaysian Ringgit USDMYR 3.22 3.23 3.27 3.31 3.34 3.35 3.35 3.36 3.36 3.37
Philippine Peso USDPHP 43.8 43.9 44.3 447 45.0 44.6 44.2 43.8 43.4 43.0
Singapore Dollar USDSGD 1.25 1.25 1.26 1.26 1.26 1.26 1.26 1.26 1.26 1.26
Thai Baht USDTHB 32.5 32.5 32.6 32.8 33.0 33.0 33.0 33.0 33.0 33.0
Taiwan Dollar USDTWD 30.0 30.0 30.0 30.0 30.0 30.0 29.9 29.9 29.8 29.8
EM Europe

Czech Koruna USDCzK 20.22 20.05 19.97 20.30 20.54 20.17 19.81 19.45 19.10 18.78
Hungarian Forint USDHUF 226 225 226 230 234 233 233 232 231 230
Polish Zloty USDPLN 3.07 3.05 3.06 3.13 3.19 3.1 3.04 2.97 2.90 2.84
Israeli Shekel USDILS 3.45 3.47 3.53 3.57 3.61 3.66 3.7 3.76 3.81 3.85
Russian Ruble USDRUB 34.4 34.6 35.8 37.0 38.1 37.9 37.7 37.5 37.3 371
Turkish Lira USDTRY 2.15 2.15 2.16 2.18 2.20 2.24 2.28 2.32 2.36 2.40
South African Rand USDZAR 10.71 10.71 10.82 10.97 11.09 11.03 10.97 10.91 10.85 10.80
EM Latam

Brazilian Real USDBRL 2.24 2.26 2.36 2.43 2.50 2.53 2.56 2.59 2.62 2.65
Chilean Peso USDCLP 557 560 569 575 580 582 584 586 588 589
Mexican Peso USDMXN 13.0 13.0 13.0 13.1 13.1 13.0 12.9 12.9 12.8 12.7
Colombian Peso USDCOP 1887 1884 1904 1934 1962 1980 1998 2016 2034 2048

Source: Bloomberg and Citi Research
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Figure 36. Quarterly Interpolated Forecasts - EUR Crosses

Quarterly Interpolated Forecasts
vs. EUR

Currency Spot Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16

G10

Euro EURUSD 1.36 1.37 1.38 1.36 1.35 1.36 1.37 1.39 1.40 1.41
Japanese yen EURJPY 139 141 145 145 146 148 150 152 155 157
British Pound EURGBP 0.80 0.79 0.78 0.77 0.76 0.77 0.78 0.78 0.79 0.80
Swiss Franc EURCHF 1.22 1.22 1.24 1.24 1.25 1.26 1.27 1.28 1.28 1.29
Australian Dollar EURAUD 1.45 1.45 1.44 1.42 1.40 1.43 1.45 1.47 1.50 1.52
New Zealand Dollar EURNZD 1.56 1.57 1.57 1.56 1.55 1.57 1.59 1.62 1.64 1.66
Canadian Dollar EURCAD 1.46 1.47 1.49 1.50 1.51 1.52 1.53 1.53 1.54 1.55
Swedish Krona EURSEK 9.16 9.12 9.06 9.08 9.10 9.08 9.06 9.04 9.02 9.00
Norwegian Krone EURNOK 8.34 8.36 8.31 8.20 8.09 8.02 7.95 7.88 7.81 7.74
EM Asia

Chinese Renminbi  EURCNY 8.45 8.50 8.45 8.28 8.14 8.20 8.27 8.34 8.40 8.46
Hong Kong Dollar EURHKD 10.52 10.60 10.67 10.54 10.44 10.54 10.64 10.74 10.84 10.93
Indonesian Rupiah  EURIDR 16251 16211 16175 16235 16290 16364 16437 16509 16578 16611
Indian Rupee EURINR 81.7 82.3 83.4 83.4 83.6 84.6 85.7 86.8 87.9 88.7
Korean Won EURKRW 1385 1398 1411 1394 1379 1377 1375 1373 1370 1368
Malaysian Ringgit EURMYR 4.38 4.42 4.50 4.50 4.50 4.55 4.60 4.65 4.71 4.75
Philippine Peso EURPHP 59.5 60.0 61.0 60.8 60.6 60.6 60.6 60.6 60.6 60.6
Singapore Dollar EURSGD 1.70 1.72 1.73 1.71 1.70 1.71 1.73 1.75 1.76 1.78
Thai Baht EURTHB 44 1 44.4 45.0 447 445 44.9 453 457 46.2 46.5
Taiwan Dollar EURTWD 40.8 41.1 41.3 40.8 40.4 40.7 41.1 41.4 41.7 42.0
EM Europe

Czech Koruna EURCZK 27.45 27.43 27.49 27.60 27.67 27.43 27.19 26.95 26.71 26.48
Hungarian Forint EURHUF 306 307 311 313 315 317 319 321 323 325
Polish Zloty EURPLN 417 417 4,22 4.26 4.29 4.23 417 4.1 4.05 4.00
Israeli Shekel EURILS 4.68 4.74 4.86 4.85 4.86 497 5.09 5.21 5.32 5.42
Russian Ruble EURRUB 46.7 47.3 49.3 50.4 51.3 51.5 51.7 52.0 52.2 52.4
Turkish Lira EURTRY 2.91 2.94 2.98 2.97 2.97 3.05 3.14 3.22 3.31 3.38
South African Rand EURZAR 14.54 14.65 14.90 14.92 14.94 15.00 15.06 15.12 15.18 15.23
EM Latam

Brazilian Real EURBRL 3.03 3.09 3.25 3.31 3.37 3.45 3.52 3.59 3.67 3.74
Chilean Peso EURCLP 756 766 784 782 782 792 802 812 823 831
Mexican Peso EURMXN 17.7 17.8 17.9 17.8 17.6 17.7 17.8 17.8 17.9 17.9
Colombian Peso EURCOP 2561 2578 2621 2630 2643 2693 2743 2794 2845 2888

Source: Bloomberg and Citi Research
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Figure 37. Quarterly Interpolated Forecasts - Other

Quarterly Interpolated Forecasts
Other

Currency Spot Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16

Others

Dollar Index* DXY 80.4 80.0 79.8 80.7 81.5 81.0 80.6 80.1 79.7 79.3
Norwegian Krone NOKSEK 1.10 1.09 1.09 1.11 1.12 1.13 1.14 1.15 1.15 1.16
Australian Dollar AUDNZD 1.08 1.08 1.09 1.10 1.10 1.10 1.10 1.10 1.10 1.10
Australian Dollar AUDJPY 95.8 96.8 100.2 102.1 103.7 103.6 103.5 103.4 103.3 103.3
Russian Ruble Basket 39.9 40.3 41.9 43.0 44.0 44.0 44.0 44.0 44.0 44.0
Equally Weighted Regional Baskets vs. USD**

World 100.00 99.84 100.32 101.36 102.23 102.05 101.88 101.71 101.55 101.37
G10 100.00 99.50 99.16 99.98 100.66 100.35 100.04 99.75 99.46 99.22
EM 100.00 99.98 100.82 101.95 10291 102.78 102.67 102.55 102.44 102.29
EM Asia 100.00 99.93 100.16 100.62 100.99 100.76 100.54 100.32 100.09 99.83
CEEMEA 100.00 99.86 100.99 102.81 104.35 104.01 103.68 103.37 103.07 102.76
Latam 100.00 100.32 102.19 103.77 105.18 105.69 106.20 106.71 107.22 107.63
GDP Weighted Regional Baskets vs. USD**

World 100.00 99.72 99.93 100.91 101.73 101.46 101.19 100.93 100.68 100.46
G10 100.00 99.54 99.49 100.58 101.49 101.07 100.66 100.26 99.87 99.53
EM 100.00 100.00 100.62 101.42 102.10 102.06 102.03 102.00 101.96 101.92
EM Asia 100.00 99.81 99.32 99.18 99.03 98.86 98.68 98.51 98.34 98.15
CEEMEA 100.00 100.05 101.94 104.23 106.17 105.90 105.64 105.39 105.14 104.90
Latam 100.00  100.54 103.30 105.45 107.38 108.03 108.69 109.34 109.99 110.62

* The DXY forecasts are implied from the forecasts of the constituent crosses.
** Weighted Index Forecasts (Higher = USD Higher)

Source: Bloomberg and Citi Research
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Figure 38. Annual Interpolated Forecasts — USD Crosses

Annual Interpolated Forecasts

vs. USD

Currency Spot 2014 2015* 2016* 2017* 2018*
G10
Euro EURUSD 1.36 1.37 1.37 1.41 1.42 1.43
Japanese yen USDJPY 102 104 109 11 113 114
British Pound GBPUSD 1.70 1.73 1.77 1.77 1.78 1.80
Swiss Franc USDCHF 0.90 0.90 0.92 0.91 0.91 0.91
Australian Dollar AUDUSD 0.94 0.94 0.95 0.93 0.93 0.92
New Zealand Dollar NZDUSD 0.87 0.87 0.86 0.84 0.79 0.74
Canadian Dollar USDCAD 1.08 1.09 1.11 1.10 1.10 1.10
Swedish Krona USDSEK 6.75 6.60 6.64 6.37 6.21 6.06
Norwegian Krone ~ USDNOK 6.14 6.04 5.85 5.48 5.26 5.06
EM Asia
Chinese Renminbi USDCNY 6.23 6.16 6.03 6.01 6.02 6.04
Hong Kong Dollar  USDHKD 7.75 7.75 7.75 7.75 7.75 7.75
Indonesian Rupiah USDIDR 11973 11724 12003 11653 10915 10149
Indian Rupee USDINR 60.2 60.5 62.3 62.3 59.5 56.4
Korean Won USDKRW 1021 1034 1007 973 976 981
Malaysian Ringgit USDMYR 3.22 3.27 3.35 3.34 3.21 3.08
Philippine Peso USDPHP 43.8 44 4 44 .4 42.9 41.8 40.8
Singapore Dollar USDSGD 1.25 1.26 1.26 1.26 1.23 1.21
Thai Baht USDTHB 32.5 32.6 33.0 32.7 31.5 30.1
Taiwan Dollar USDTWD 30.0 30.1 29.9 29.7 29.2 28.7
EM Europe
Czech Koruna USDCzK 20.22 20.06 19.99 18.74 18.08 17.48
Hungarian Forint USDHUF 226 226 233 231 230 230
Polish Zloty USDPLN 3.07 3.07 3.08 2.84 2.79 2.75
Israeli Shekel USDILS 3.45 3.51 3.68 3.81 3.68 3.53
Russian Ruble USDRUB 34.4 35.7 37.8 37.2 37.0 36.9
Turkish Lira USDTRY 2.15 2.16 2.26 2.39 2.38 2.36
South African Rand USDZAR 10.71 10.75 11.00 10.79 10.68 10.58
EM Latam
Brazilian Real USDBRL 2.24 2.33 2.55 2.67 2.78 2.90
Chilean Peso USDCLP 557 563 583 583 552 518
Mexican Peso USDMXN 13.0 13.0 13.0 12.7 12.5 12.4
Colombian Peso USDCOP 1887 1923 1989 2029 1954 1870

* Averages of end-quarter data shown in quarterly interpolation table.

Source: Bloomberg and Citi Research
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Figure 39. Annual Interpolated Forecasts — EUR Crosses

Annual Interpolated Forecasts

vs. EUR

Currency Spot 2014 2015* 2016* 2017* 2018*
G10
Euro EURUSD 1.36 1.37 1.37 1.41 1.42 1.43
Japanese yen EURJPY 139 143 149 157 160 162
British Pound EURGBP 0.80 0.79 0.77 0.80 0.80 0.79
Swiss Franc EURCHF 1.22 1.23 1.26 1.29 1.29 1.30
Australian Dollar EURAUD 1.45 1.45 1.44 1.51 1.53 1.55
New Zealand Dollar EURNZD 1.56 1.57 1.58 1.68 1.79 1.92
Canadian Dollar EURCAD 1.46 1.50 1.52 1.55 1.56 1.57
Swedish Krona EURSEK 9.16 9.05 9.07 8.97 8.81 8.64
Norwegian Krone  EURNOK 8.34 8.28 7.99 7.71 7.46 7.21
EM Asia
Chinese Renminbi EURCNY 8.45 8.45 8.24 8.46 8.54 8.62
Hong Kong Dollar  EURHKD 10.52 10.62 10.59 10.92 10.99 11.05
Indonesian Rupiah EURIDR 16251 16067 16400 16414 15483 14471
Indian Rupee EURINR 81.7 82.9 85.2 87.8 84.3 80.4
Korean Won EURKRW 1385 1417 1376 1371 1384 1399
Malaysian Ringgit EURMYR 4.38 4.48 4.58 4.70 4.56 4.39
Philippine Peso EURPHP 59.5 60.9 60.6 60.4 59.4 58.2
Singapore Dollar EURSGD 1.70 1.72 1.72 1.77 1.75 1.72
Thai Baht EURTHB 441 44.7 45.1 46.1 44.6 43.0
Taiwan Dollar EURTWD 40.8 41.3 40.9 41.8 41.4 40.9
EM Europe
Czech Koruna EURCZK 27.45 27.49 27.31 26.40 25.65 24.92
Hungarian Forint EURHUF 306 310 318 325 327 329
Polish Zloty EURPLN 417 4.20 4.20 4.01 3.96 3.93
Israeli Shekel EURILS 4.68 4.81 5.03 5.36 5.22 5.03
Russian Ruble EURRUB 46.7 48.9 51.6 52.4 52.5 52.7
Turkish Lira EURTRY 2.91 2.96 3.10 3.36 3.38 3.37
South African Rand EURZAR 14.54 14.74 15.03 15.20 15.16 15.09
EM Latam
Brazilian Real EURBRL 3.03 3.19 3.48 3.76 3.95 4.14
Chilean Peso EURCLP 756 772 797 821 782 739
Mexican Peso EURMXN 17.7 17.9 17.7 17.9 17.8 17.7
Colombian Peso EURCOP 2561 2636 2718 2858 2772 2667

* Averages of end-quarter data shown in quarterly interpolation table.

Source: Bloomberg and Citi Research
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Figure 40. Annual Interpolated Forecasts — Other

Annual Interpolated Forecasts

Other

Currency Spot 2014* 2015* 2016* 2017* 2018*
Others
Dollar Index** DXY 80.4 80.1 80.8 79.3 79.0 78.7
Norwegian Krone  NOKSEK 1.10 1.09 1.14 1.16 1.18 1.20
Australian Dollar AUDNZD 1.08 1.08 1.10 1.1 1.18 1.25
Australian Dollar AUDJPY 95.8 98.7 103.5 103.4 104.1 104.9
Russian Ruble Basket 39.9 41.6 44.0 44.0 44.0 44.0
Equally Weighted Regional Baskets vs. USD***
World 100.00 100.41 101.97 101.15 99.84 98.51
G10 100.00 99.58 100.20 99.29 99.34 99.56
EM 100.00 100.76 102.73 101.95 100.05 98.06
EM Asia 100.00 100.28 100.65 99.42 97.02 94.52
CEEMEA 100.00 100.81 103.85 102.55 101.05 99.53
Latam 100.00 101.88 105.95 107.23 105.88 104.33
GDP Weighted Regional Baskets vs. USD***
World 100.00 100.12 101.32 100.46 100.13 99.84
G10 100.00 99.82 100.86 99.59 99.40 99.30
EM 100.00 100.60 102.05 101.82 101.26 100.67
EM Asia 100.00 99.60 98.77 97.96 96.77 95.54
CEEMEA 100.00 101.64 105.78 104.77 103.78 102.78
Latam 100.00 102.64 108.36 110.81 112.73 114.60

* Averages of end-quarter data shown in quarterly interpolation table.
** The DXY forecasts are implied from the forecasts of the constituent crosses.
*** Weighted Index Forecasts (Higher = USD Higher)

Source: Bloomberg and Citi Research
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