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Summary
The DXY dollar index has appreciated more than 4%
against most currencies over the past month. This is Contents
due rising fears of a global recession, and
expectations that the Fed will hike rates more USD & GBP 2
relative to most other central banks. CHF & JPY 3
The euro suffered more than other currencies. SEK & NOK 4
Indeed, recession fears linked to reduced Russian gas
exports lead to lower interest rate expectations for AUD & NZD 5
the ECB. The euro is close to parity at a 20-year low. CAD & CNY 6
The Swiss National Bank surprised the market by Emerging currencies 7
hiking rates by 50bps. They gave some gqldance T s 8
towards more rate hikes. This led us to revise our o
targets for the EURCHF. We now target 1.02 (value Disclaimer 9

of one euro) at a 3- and 12-months horizon.

The Bank of Japan clearly focuses its mandate on OUR TARGETS OVER

controlling the yield curve (interest rates for THE NEXT 3 AND 12 MONTHS
different maturities) rather than defending the yen.
We lower our outlook for the JPY to 140 (value of Spot Target 3 Target 12

one dollar) at 3 months and 130 at 12 months. 7/11/2022 months  months

United States| EUR/USD
United Kingdom| EUR/GBP ~ 0.84 0.84 0.84
Switzerland| EUR/CHF  0.99 1.02 1.02
Japan| EUR/JPY 138.59 144 146
Sweden| EUR/SEK  10.69 10.40 10.70
Norway| EUR/NOK  10.27 9.60 9.60
Japan| USD/JPY 13745 140 130
Canadal USD/CAD 130 1.25 1.25
Australia| AUD/USD  0.67 0.74 0.74
New Zealand| NZD/USD  0.61 0.68 0.68
Brazil| USD/BRL  5.35 5.00 5.00
Russia| USD/RUB  62.70 100.0 90.0
India| USD/INR  79.43 78.0 80.0
China| USD/CNY 671 6.60 6.50

Source: Refinitiv - BNP Paribas WM

Downward revisions to global growth and
uncertainties in China are weighing on the AUD and
NZD. We are now slightly less bullish on these
currencies. We change our target from 0.7 to 0.68
for the 3 and 12 months on the NZD (value of one
NZD). For the AUD, we change from 0.76 to 0.74
(value of one AUD).

We lower our targets for the Indian rupee, the
Mexican peso and the South African rand. We
remain positive on the Brazilian and Chinese
currencies.

Against euro

Against dollar

Guy Ertz, PhD

Chief Investment Advisor
BNP Paribas Wealth Management
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CURRENCIES FOCUS: JULY 22

USD VIEW >>
TARGET 12M VS EUR: 1.12

The euro lost around 4.5% against the dollar this
month, hitting a 20-year low close to parity. Since
mid-June, the downward revisions for the interest
rate path in the eurozone and the risk-off mode
penalized the single currency.

The possibility of an end of Russian gas exports could
strongly weigh on the eurozone economic activity this
winter. The Fed raised rates by 75bps in June as long-
term consumer inflation expectations surprised to the
upside.

For the ECB, we expect a 25bps hike at the end of the
July followed by two 50bps hikes at each of the
September and October meetings and then 25bps at
the following meetings. The eurozone experienced a
current account deficit of €5.8bn in April. This is the
first deficit since 2011. Germany has thus experienced
its first trade deficit since 1991, penalized by energy
prices and supply chain disruptions. The French trade
deficit reached a new record in May at €13.1 billion.

We expect a peak in US inflation around this time. This
should help the Fed to slow the pace of interest rate
hikes later this year. We do not expect Russia to stop
gas exports but rather to limit the amount. This should
be positive news and help the euro stabilize.

We expect the euro to stabilize at 1.03 over the
coming 3 months. We maintain our 12-month target
at 1.12 (value of one euro).
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GBP VIEW >>
TARGET 12M VS EUR: 0.84

The EURGBP was relatively stable around 0.85 (value
of one euro) in June. The UK continues to face
imported food and energy inflation which currently
weaken the GBP. UK inflation reached a high of 9.1%
and is expected to peak at 11% this autumn according
to the Bank of England (BoE). Boris Johnson's
resignation adds to the political and economic
uncertainty. Recession risks have been rising.

The central bank (BoE) continued its rate hikes in June
with a 25bp rate increase, the key rate is now
standing at 1.25%. The market expects 150bps of
additional rate hikes by the end of the year with
potential 50bps hikes at upcoming meetings. Faced
with a weak economy, the BoE may however deliver
fewer rate hikes than expected and this could be a
source of weakness for the GBP going forward. We do
not expect any major trend for the GBP over the
coming months.

The Composite PMI continues to suggest expansion
with a level at 53.7 (60 reached in February and
March). However, order books are down compared to
previous months while consumer confidence is at its
lowest since May 2020. The economy is slowing down
significantly due to the income squeeze caused by
inflation, and this should continue over the coming
months.

We maintain our 3- and 12-month targets at 0.84
(value of one euro) suggesting a sideways
movement for the EURGBP over the next year.
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CURRENCIES FOCUS: JULY 22

CHF VIEW >>

TARGET 12M VS EUR: 1.02

The Swiss franc broke parity with the euro after the
Swiss National Bank (SNB) raised rates by 50bps at its

latest meeting.

At an annualized rate of 2.9% in May, inflation in
Switzerland is much lower than in the other G10
countries. The SNB has indicated that it wants to act
now before inflation accelerates and weakens the
economy. Further rate hikes are expected at upcoming
meetings. The key rate now stands at -0.25% and
should therefore soon turn positive again.

The Swiss economy continues to perform well with a
very low unemployment rate of 2.2% and a growth
rate expected by the SNB of 2.5%. The war had little
significant effects so far on the Swiss economy. The
strong currency limits imported inflation.

The manufacturing business survey (PMI) remains at a
high level with 59.1 in June. The services survey is
also well oriented with 58. It is down from 60 in May.

The recent speech of the SNB suggests further rate
hikes and a strong currency. We change our targets

for the 3- and 12-month horizon to 1.02 (value of
one EUR) from 1.03 and 1.08 respectively.
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JPY VIEW >>
TARGET 12M VS USD: 130

The yen lost 1.1% in June and more than 17% since
the beginning of the year. The yen is now at a 24-
year low.

The interest rate differential continues to be the
primary factor explaining the sustained weakness of
the Yen. Bank of Japan (BoJ) Governor Kuroda
reiterated the choice of an accommodative monetary
policy to support the Japanese economy. The Bol
bought a record level of government bonds in June
(YEN 16.2 trillion) in order to defend a yield of 0.25%
on the 10-year government.

The Composite business survey (PMI) rose in June to
53.2 from 52.3, due in particular to the easing of
restrictive measures in China. Businesses continue to
point to strong inflationary pressures in input prices.

Over the next 3 months, the Japanese currency
should stay weak in the face of high energy prices
that are worsening its trade balance and a central
bank that maintains an ultra-accommodating policy.
For the next 3 months, we therefore revise our
target from 130 to 140 (value of one dollar). Beyond
this threshold, the BoJ could take measures to support
the Yen. Over the next 12 months, the Fed should be
able to slow the rate hike cycle, and this is expected
to weaken the dollar against the Yen.

We now target 130 (value of one USD) for the JPY
over the next 12 months. This suggests a stronger
Japanese currency compared to current levels.
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CURRENCIES FOCUS: JULY 22

SEK VIEW >>
TARGET 12M VS EUR: 10.70

The Swedish krona depreciated moderately against the
euro over the last 30 days. The Riksbank raised rates
by 50 bps at its June meeting, bringing the repo rate to
0.75%. The Riksbank is expected to raise rates by
50bps at each of its next two meetings this year. The
Riksbank will also continue to reduce the pace of asset
purchases in the second half of the year. Indeed,
inflation reached 7.2% in May compared to 6.4% in
April. Moreover, core inflation is expected to peak at
6.4% in the second half of 2022.

However, we believe that rate hikes will be more
moderate than the market anticipates. Indeed,
expectations of a terminal rate of 3.25% - 3.5% seem
quite high. We expect a terminal rate closer to 2-2.5%.
In the short term, we expect more appreciation of the
SEK in the face of a widening rate differential with the
ECB.

Economic activity remains strong. The Swedish
Manufacturing business survey PMI dropped from 54.9
to 53.7 in June, driven down by delivery times,
employment, and new orders. The June Services
business survey (PMI) declined from 67.8 to 62.8.

We maintain our targets of 10.4 and 10.7 for the 3-
and 12-month horizon. This implies a slight
depreciation of the SEK the coming year.

NOK VIEW >>
TARGET 12M VS EUR: 9.60

The NOK depreciated nearly 1% against the euro, in
response to risk aversion and falling crude oil prices.
The central bank (Norges Bank) raised rates by 50bps
at its meeting in early July, bringing the repo rate to
1.25%. The central bank indicated that a 25bps hike
was the most likely scenario for the next meeting.

Crude oil, despite being down 15% from its peak,
remains above $100, a level not reached since 2014.
This strongly supports Norway's current account
balance, and supports our positive view on the NOK.

Norway is implementing a more restrictive monetary
policy than the ECB and this will be an additional
support factor for the Norwegian krone. Inflation is
indeed high at 6.3% in June against 5.7% in May. The
economy seems to be overheating with an
unemployment rate of 3.2%, strong wage negotiations,
and high real estate prices compared to pre-crisis
levels.

We maintain our 3- and 12-month targets at 9.6
suggesting a potential for NOK appreciation from
current levels.
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CURRENCIES FOCUS: JULY 22

AUD VIEW >>
TARGET 12M VS USD: 0.74

The Australian dollar lost some ground over the last 30
days as the global economic slowdown did hurt
commodity exports.

At its meeting in early July, the Reserve Bank of
Australia (RBA) raised rates by 50bps to 1.35%. The
RBA has raised rates by 125bps since May and has
indicated that it will continue its normalization efforts.
The market expects a further 175 rate hikes to come.
The rate increases led to a drop in real estate prices,
which had previously risen sharply since the beginning
of the pandemic. This affects consumer confidence
through the wealth effects. The terminal rate is
expected to reach nearly 4% in 2023. This should
continue to attract capital and supports our positive
view on the currency for the next 3 and 12 months.

We are less bullish than last month due to lower
economic growth prospects. Coal briquettes and iron
ore, which account for nearly 40% of exports, have
recently fallen significantly from their peak and
reached in April.

We therefore revise our 3- and 12-month targets
from 0.76 to 0.74 (value of one AUD). This suggests
upside potential for the AUD.

r 0,85

NZD VIEW >>
TARGET 12M VS USD: 0.68

The Kiwi has depreciated by around 3% over the last
month.

The New Zealand economy continues to show various
signs of overheating which necessitates a continuation
of the restrictive monetary policy (higher intertest
rates). The inflation rate has reached 6.9% and the
unemployment rate is only 3.2%.

The Reserve Bank of New Zealand (RBNZ) is expected
to raise rates by 50bps at its July meeting bringing the
official cash rate to 2.5%. Wage pressures are high and
call for a restrictive monetary policy. The terminal
rate should be close to 4%.

Despite the risk of a decline in global demand, we see
an appreciation potential for the NZD. We lower our
targets somewhat compared to last month.

We change our target from 0.7 to 0.68 (value of one
NZD) for the 3- and 12- month horizon, reflecting
the uncertainty on global demand. This still suggests
significant upside potential for the NZD versus the
USD from current levels.
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CURRENCIES FOCUS: JULY 22

CAD VIEW >>
TARGET 12M VS USD: 1.25

The Canadian dollar has lost some ground over the past
30 days, hurt by fears of a global slowdown.

The Bank of Canada (BoC) raised its rate by 50bps at its
June meeting bringing the key rate to 1.5%. The central
bank is expected to raise rates by 75bps in July and
50bps in September. It could then proceed with two
25bps hikes to bring the overnight rate to 3.25% by the
end of the year. The BoC's monetary policy is one of the
most aggressive in the G10 economies and should
support the currency. Real bond yields are higher than
in the United States.

The economy is close to full employment and an
increase in rates is necessary to avoid a wage-price
spiral. Inflation has reached 7.7% in May up from 6.8%
in April.

The price of oil (WTI) has declined from its April peak
of around $120 per barrel and now stands at around
$101. This level is still high compared to recent years
and is a supportive factor for the currency.

We maintain our targets at 1.25 (value of one USD)
for the CAD over a 3- and 12-month horizon, which
suggests upside potential from current levels.

CNY VIEW >>
TARGET 12M VS USD: 6.5

There was no clear trend in the USDCNY over the past
month. The People's Bank of China is one of the only
central banks which could cut rates this year. In May,
it cuts the loan prime rate by 15bps to 4.45%. Inflation
is indeed quite low in China at 2.1% and the
government is thus more focused on easing monetary
conditions to boost growth. Although falling slightly,
real rates are largely positive unlike many economies.
This is a supportive factor for the CNY.

The manufacturing business survey (PMI) rose to 51.8
in June from 48 in May, reflecting improvements in
supply chains and fewer mobility restrictions. Delivery
times have decreased for the first time in two years,
while order books are growing again. The recovery
could be gradual in the second half of the year.

We remain confident that the CNY will gradually
stabilize and appreciate over the coming year thanks
to better economic newsflow. We therefore maintain
our 3-month target at 6.6 and 12-month target at
6.5.
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CURRENCIES FOCUS: JULY 22

Emerging Markets VIEW >>

The Fed's rate hike is limiting the appeal of some
emerging currencies and partly explains the decline of
the currencies of India, Mexico and South Africa in the
first part of the year.

The Brazilian currency (BRL) has depreciated quite a
bit over the past 30 days on the back of the Chinese
slowdown and risk aversion. The prices of most metals
and agricultural commodities that Brazil exports have
remained high. The price of iron ore, which represents
12% of Brazilian exports, has fallen back below $120.
This is a drag for the BRL. As annual inflation is being
close to 12%, the interest rate was increased to 13.75%.
Monetary policy is restrictive, and the high level of
rates should support the BRL in the medium term.
Brazil offers positive interest rates, and the carry trade
is favorable for the currency. We are therefore positive
on the BRL from current levels. We keep our targets
unchanged at 5 (value of one USD) for 3-month and
12-month.

Inflation in Mexico reached 7.6%, a 21-year high. The
bank of Mexico raised its rates by 75 bps and the key
rate is now at 7.75%. Mexican debt should thus offer
positive real rates which should support the currency.

- USD/MXN

The market is still pricing 155bps to come. Over the
next year, the outflows caused by the pandemic should
come back and support the MXN. The economic
recovery is still unclear due to the rise in energy and
raw material prices, which is increasing the country's
current account deficit. We change our 12-month
target from 19 to 19.5 and we keep the 3-month at
20.5 (value of one dollar). It suggests appreciation
from current levels.

In South Africa, the currency has lost around 7% over
the past 30 days. Recent flooding and power outages
have impacted economic activity, reduced exports and
weakened the currency (ZAR). However, high
commodity prices, although below their peak, are a
supporting factor for the future. The country is
expected to record a positive current account balance in
2022 before turning negative again in 2023. We change
our 3-month ZAR target from 15 to 15.5. We also
modify our 12-month target to 16 from 15. This still
suggests an appreciation but more moderate.

The Indian currency (INR) is close to an all time low
against the dollar. The Indian rupee is under pressure
due to the context of rising energy and food prices, and
rising debt costs. India is vulnerable to capital outflows.
Imported energy inflation weakens its economy. The
Reserve Bank of India (RBI) raised rates by 50bps at the
last meeting from 4.4% to 4.9%, with inflation expected
to reach 6.7% this year versus 5.7% before. High
energy prices and the difficult post-pandemic recovery
continue to worsen the trade balance, leading us to
revise our targets. We change our 3-month and 12-
month targets to 78 and 80 respectively (from 76
and 78).

- USD/INR
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CURRENCIES FOCUS: JULY 22

Spot

7/11/2022

Target 3 months

Trend
(vs. EUR)

end

Target 12 months
(vs. EUR)

United States| EUR / USD 1.01 Negative 1.03 Negative 1.12
United Kingdom| EUR / GBP 0.84 Neutral 0.84 Neutral 0.84
Japan| EUR/ JPY 138.59 Negative 144 Negative 146
Switzerland| EUR / CHF 0.99 Negative 1.02 Negative 1.02
Australia| EUR / AUD 1.50 Positive 1.39 Neutral 1.51
New-Zealand| EUR / NZD 1.65 Positive 1.51 Neutral 1.65
Canada| EUR / CAD 1.31 Neutral 1.29 Negative 1.40
Sweden| EUR / SEK 10.69 Positive 10.40 Neutral 10.70
Norway| EUR / NOK 10.27 Positive 9.60 Positive 9.60
China| EUR / CNY 6.76 Neutral 6.80 Negative 7.28
India| EUR /INR 80.10 Neutral 80.34 Negative 89.60
Brazil| EUR / BRL 5.40 Positive 5.15 Negative 5.60
Russia| EUR / RUB 63.22 Negative 103.00 Negative 100.80
Spot Trend Target 3 months Trend Target 12 months
7/11/2022 (vs. USD) (vs. USD)
Eurozone| EUR / USD 1.01 Positive 1.03 Positive 1.12
United Kingdom| GBP / USD 1.19 Positive 1.23 Positive 1.33
Japan| USD/ JPY 137.45 Neutral 140.00 Positive 130.00
Switzerland| USD / CHF 0.98 Neutral 0.99 Positive 0.91
Australia| AUD / USD 0.67 Positive 0.74 Positive 0.74
New-Zealand| NZD / USD 0.61 Positive 0.68 Positive 0.68
Canada| USD/ CAD 1.30 Positive 1.25 Positive 1.25
China| USD / CNY 6.71 Neutral 6.60 Positive 6.50
India| USD/ INR 79.43 Neutral 78.00 Neutral 80.00
Brazil| USD / BRL 5.35 Positive 5.00 Positive 5.00
Mexico| USD / MXN 20.78 Neutral 20.50 Positive 19.50
EMEA Russia| USD / RUB 62.70 Negative 100.00 Negative 90.00
South Africa| USD/ ZAR 17.05 Positive 15.50 Positive 16.00
e USD Index|  DXY 108.02 Neutral 105.92 Negative 98.40
Source: Refinitiv - BNP Paribas WM
THE INVESTMENT STRATEGY TEAM
N N N
FRANCE BELGIUM LUXEMBOURG
Edmund SHING Philippe GIJSELS Guy ERTZ
Global Chief Investment Officer Chief Investment Advisor Chief Investment Advisor
Alain GERARD Edouard DESBONNETS
ASIA Senior Investment Advisor, Equities Investment Advisor, Fixed Income
Prashant BHAYANI Xavier TIMMERMANS
Chief Investment Officer, Asia Senior Investment Strategy, PRB
Grace TAM

Chief Investment Advisor, Asia

= BNP PARIBAS
L9938 WEALTH MANAGEMENT

The bank
for a changin
worl



CONNECT WITH US

in}w J=0

wealthmanagement.bnpparibas

DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Contrdle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates ("BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing, they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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