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EURUSD Weakened About 2% Last Week 

EURUSD weakened by about 2% last week, with most of the price 

action coming in post-US CPI (Wed, 10 Apr) and post-ECB hold (Thu, 

11 Apr). The main driver for the recent bout of weakness is central 

bank divergence between the Fed, which now look less likely to 

cut, and the ECB, which now look more likely to cut earlier. US CPI 

came in hotter than expected which drove the narrative that the 

Fed are less likely to cut and could cut by less than initially 

expected as market is pricing in two 25bps cuts (prev: three 25bps 

cuts). Meanwhile, the ECB all but confirmed a cut in Jun, subject 

to their usual caveat of data dependence. Market pricing for a Jun 

ECB cut rose to 88% (prev: 77%) post-ECB decision. The EURUSD has 

currently stabilized at 1.0650 levels, below the previous key 1.0700 

level and this suggests that further EUR weakness is likely as both 

fundamentals and technicals align for EUR weakness. We examine 

three scenarios for the Fed and ECB going forward. 

Near-term EUR Downside Likely; Longer-term EUR Supported  

Meanwhile, with the EUR making up about 58% of the DXY basket, 

the DXY trades above the key 106.00 level given the current 

weakness in the EUR. We believe that the USD strength may be 

capped given how quickly and how much the narratives have swung 

in favour of USD strength. As we have cautioned, we do believe 

that USD can remain stronger for longer, but maintained that USD 

is likely to gradually weaken alongside Fed rate cuts and fading US 

exceptionalism in the medium to longer term. Our US economist 

still sees the Fed cutting rates two to three times in 2024. 

Separately, narratives for the EUR have swung to what could be 

perceived as peak bearishness for the EUR, and as such current 

expected divergence between the Fed and ECB could already have 

peaked. We also still expect Eurozone growth to bottom in the 

quarters ahead and for this to provide support for the EUR. As such, 

we suggest that while near-term EUR weakness is likely, EUR 

weakness could also be capped and we look for certain key levels 

on the DXY such as 107.00 to cap USD strength. This would imply 

that while near-term EUR weakness is likely, EURUSD downside 

could be supported at 1.05 or 1.04 levels.  

Maintain EURUSD Forecasts 

While we recognize that there is a likely scenario for further EUR 

weakness, and we would like to highlight the risks that the ECB 

may cut before the Fed, we may have already reached or are 

nearing the peak divergence between the ECB and the Fed. We 

maintain our current forecasts for the EURUSD for the next four 

quarters on the belief that the USD will gradually fade alongside 

fading US exceptionalism as growth in the Eurozone bottoms and 

Fed rate cuts. 
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EUR Weakened About 2% Last Week 

EURUSD weakened by about 2% last week, with most of the price action 

coming in post-US CPI (Wed, 10 Apr) and post-ECB hold (Thu, 11 Apr) as 

the pair traded from as high as 1.0870 levels down to a low of 1.0623. The 

main driver for the recent bout of weakness is central bank divergence 

between the Fed, which now look less likely to cut, and the ECB, which 

now look more likely to cut earlier. US CPI came in hotter than expected 

at 0.4% MoM (headline and core; exp: 0.3%;  prev: 0.4%), 3.5% YoY 

(headline; exp: 3.4%; prev: 3.2%) and 3.8% YoY (core; exp: 3.7%; prev: 

3.8%) and this drove the narrative that the Fed are less likely to cut and 

could cut by less than initially expected as market  is pricing in two cuts 

(prev: three 25bps cuts). Meanwhile, the ECB all but confirmed a cut in 

Jun, subject to their usual caveat of data dependence. Market pricing for 

a Jun ECB cut rose to 88% (prev: 77%) post-ECB decision. The EURUSD has 

currently stabilized at 1.0650 levels, below the previous key 1.0700 level 

and this suggests that further EUR weakness is likely as both fundamentals 

and technicals align for EUR weakness. 

Three Scenarios for Fed and ECB 

We lay out three scenarios for interactions between the Fed and ECB and 

suggest that while near-term EUR downside is likely, it is also probable 

that EUR can still gradually make gains against the USD in the longer-term. 

These scenarios are namely Fed and ECB cuts come in roughly at the same 

time, ECB cuts before the Fed and lastly Fed and ECB both delay rate cuts. 

Scenario 1: Fed and ECB Cut Roughly at the Same Time 

This scenario remains our base case. While the ECB has been forthcoming 

with its forward guidance on rate cuts and ECB officials have all but 

confirmed a Jun cut while emphasizing data dependence. The ECB still 

needs to find comfort from about two months’ worth of data that inflation 

is approaching their target to cut rates. At this point, it could also be 

argued that we are at peak-dovishness for the ECB. Meanwhile for the Fed, 

we recognize that the market is pricing in about two 25bps cuts from three. 

However, our economist sees two to three 25bps cuts in 2024. Given that 

one data point can change the Fed narrative so drastically in favour of the 

USD, we suggest that future data points could also swing the narrative the 

other way round. A similar repricing of ECB rate cut expectations could 

also happen with two months’ worth of data to come. At this point, we 

suggest that when and if the ECB cuts, a Fed cut may not be that far off 

and as such EUR weakness could be limited and for a short period of time. 

Scenario 2: ECB Cuts before the Fed 

The latest developments have certainly raised the risk of this scenario 

occurring. We recognize that there are strong arguments for this scenario 

given the disinflation in the Eurozone vs the still firm inflation in the US. 

Stagnant growth in the Eurozone vs healthy growth in the US. Lagarde has 

also confirmed that the ECB can indeed cut independently and cut before 

the Fed. However, we do think that there must be some non-zero amount 

of consideration on how much this could weigh on the EUR and the 

resulting impact on inflation in the Eurozone. Moreover, ECB rate cuts may 

not be as much as the market is expecting and may therefore not weigh 

on the EUR as much. Lastly, a rate cut by the ECB could provide a support 

for Eurozone growth and this could support the EUR. We have indeed seen 

prior evidence that ECB rate cuts may not weigh on the EUR as much as 

people expect. In particular, even in the case of divergence between the 
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ECB and Fed, we are sceptical of EURUSD at parity, which some are 

suggesting. 

Scenario 3: Fed and ECB Both Delay Rate Cuts 

Ultimately, the comfort for both central banks in terms of when they can 

cut rates is derived from their certainty on disinflation, or how confident 

they are that inflation is on a downward trend to their target. This has 

been independently confirmed by both Fed Chair Powell and ECB President 

Lagarde. We think that there is a chance that upside risks to inflation play 

out and both central banks delay their rate cuts for longer than the market 

is expecting. We expect that the EURUSD would range-trade in such a 

situation. This also highlights that there should not be excessive EUR 

weakness in such a situation. 

Near-term EUR Downside Likely; Longer-term EUR Supported 

Meanwhile, with the EUR making up about 58% of the DXY basket, the DXY 

trades higher above the key 106.00 figure given the current weakness in 

the EUR. We believe that the USD strength may be capped given how 

quickly and how much the narratives have swung in favour of USD strength. 

As we have cautioned, we do believe that USD can remain stronger for 

longer, but maintained that USD is likely gradually weaken alongside Fed 

rate cuts and fading US exceptionalism in the longer term. Our US 

economist still sees the Fed cutting rates two to three times in 2024. 

Separately, narratives for the EUR have swung to what could be perceived 

as peak bearishness for the EUR, and as such current expected divergence 

between the Fed and ECB could already have peaked. The reality of what 

happens for central banks could swing in favour of EUR strength given how 

much hawkishness for the Fed and dovishness for the ECB has been priced 

in. We would also highlight that we still expect Eurozone growth to bottom 

in the quarters ahead and for this to provide support for the EUR. As such, 

we suggest that while near-term EUR weakness is likely, EUR weakness 

could also be capped and we look to see if certain key levels on the DXY 

such as 107.00 can cap USD strength. This would imply that while near-

term EUR weakness is likely, EURUSD downside could be supported at 1.05 

or 1.04 levels. There are risks that the DXY could surge and EUR could 

weaken beyond those levels, but such risks do not look likely. 

We can observe that there is evidence that USD risk reversals (which are 

a measure of difference in implied volatility between an out of the money 

(OTM) call and out of the money put) are at a five-month high (Chart 1). 

This means the implied volatility of similar calls is greater than the implied 

volatility of similar puts, which suggests that the market is positioned 

largely for a higher USD. Looking specifically at EURUSD risk reversals, we 

can discern a similar trend, or rather that the market is positioned largely 

for a weaker EUR (since base currency for EURUSD is EUR) and accordingly 

a stronger USD. This is supportive of our idea that we could be at peak 

bearishness for the EUR at this point, and could also suggest that we are 

at peak bullishness for the USD. The 3-month tenor for options is also 

especially interesting, with the ECB expected to cut rates in Jun and the 

Fed no longer expected to cut rates in Jun, this tenor covers central bank 

meetings of both the Fed and the ECB across the month of Jun. The themes 

from five months ago are also largely similar to current themes, and 

EURUSD indeed reversed a decline from 1.0450 lows in Oct to 1.1000 levels 

in late Dec. As such, we do have some conviction in our view that a reversal 

in USD strength is entirely possible, although we do recognize that this 

could take a longer timeframe to play out and short-term factors are still 

bearish for the EUR. 
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Chart 1: 3M BBDXY Risk-Reversal Premiums are at a 5-Month High 

 

Source: Bloomberg, Maybank FX Research & Strategy  

 

Chart 2: EURUSD Risk-Reversals are at a 5-Month Low 

 

Source: Bloomberg, Maybank FX Research & Strategy 

 

Maintain EURUSD Forecasts 

While we recognize that there is a likely scenario for further EUR weakness, 

and we would like to highlight the risks that the ECB may cut before the 

Fed, we may have already reached or are nearing the peak divergence 

between the ECB and the Fed. We maintain our current forecasts for the 

EURUSD for the next four quarters on the belief that the USD will gradually 

fade alongside fading US exceptionalism as growth in the Eurozone 

bottoms and Fed rate cuts. 
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Table 1: EUR Forecasts 

Forecast 2Q 2024 3Q 2024 4Q 2024 1Q 2025 

EUR/USD 1.0800 1.0900 1.1000 1.1100 

EUR/SGD 1.45 1.46 1.46 1.48 

EUR/MYR 5.08 5.07 5.01 5.05 

Source: Maybank FX Research & Strategy Estimates 
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DISCLAIMER 

 
This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or a solicitation of an offer 
to buy the securities or financial instruments referred to herein, or an offer or solicitation to any person to enter into any transaction or adopt any 
investment strategy. Investors should note that income from such securities or financial instruments, if any, may fluctuate and that each security’s or 
financial instrument’s price or value may rise or fall. Accordingly, investors may receive back less than originally invested. Past performance is not 
necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not take into account the specific 
investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities and/or financial instruments or the investment strategies 
discussed or recommended in this report.  

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by 
Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and consequently no representation is made as to the 
accuracy or completeness of this report by Maybank and it should not be relied upon as such. Accordingly, no liability can be accepted for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Maybank and its officers, directors, associates, 
connected parties and/or employees may from time to time have positions or be materially interested in the securities and/or financial instruments 
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such securities and/or financial 
instruments and may also perform or seek to perform investment banking, advisory and other services for or relating to those companies whose 
securities are mentioned in this report. Any information or opinions or recommendations contained herein are subject to change at any time, without 
prior notice.  

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, 
“estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or 
“might” occur or be achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently 
available to us and are subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any 
forward looking statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly disclaims 
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this 
publication or to reflect the occurrence of unanticipated events.  

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other 
party in whole or in part in any form or manner without the prior express written consent of Maybank. Maybank accepts no liability whatsoever for the 
actions of third parties in this respect. This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation. 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may  receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies d iscussed or recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its 
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be 
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained here in are subject to change at 
any time, without prior notice. 

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, 
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such 
forward looking statements are based on assumptions made and information currently available to us and are subject to certain  risks and uncertainties that could cause the actual results to 
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly 
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the 
occurrence of unanticipated events. 

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this repo rt, may, to the extent permitted by law, from time to time 
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or 
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities 
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this 
report to the extent permitted by law.  

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any 
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this 
respect. 

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of  or located in any locality, state, country or other jurisdiction where 
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this repor t. 

Malaysia 
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations 
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis. 

Singapore 
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL”) in Singapore has no obligation to update 
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this 
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL 
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law. 

Thailand 
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public 
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect. 

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either 
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an 
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version. 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute,  is made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the  information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that 
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.  

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibil ity for the 
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any 
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant 
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities 
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report. 
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Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or 
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating 
to those companies. 

 
Singapore: As of 16 April 2024, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report. 

 
Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors 
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or 
underwriting commitments in the securities mentioned in this report. 

 
Hong Kong: As of 16 April 2024, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report. 

 
India: As of 16 April 2024, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does not 
hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.  

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the 
research report on any account what so ever except as otherwise disclosed in the research report.  

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of 
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice  or investment services in relation to the investment concerned 
or a related investment and may receive compensation for the services provided from the companies covered in this report.  
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compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report. 
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