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What will see the end of the zig-zag range?
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1. Why does EUR/USD look a lot like 2021, but the 
other way?

2. What will be the game changer? US inflation and 
Labour markets could soon be much weaker.

3. What are the risks to the softer USD theme in H2?

Breaking ranges, big disinflationary pressures but credit risks bubbling away.

Three key questions for EUR



1. Why is EUR a lot like 2021?
Because it’s range-bound in H1, with the potential for a break out in H2
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It’s been a painful year for trend-seeking investors in EUR/USD
EUR didn’t weaken as much as rates suggested

EUR vs rates spreads

2023
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Thanks to equities driving risk sentiment in FX

EUR vs Global equities

2023
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So 1) do we chase the equity risk on sentiment? Or 2) do we get bogged down in ECB vs Fed calls? 

The answer annoyingly is always a bit of both, but the outlook is clearer once we you think about lessons from 2021

What is there to learn from 2021? 

2020 had vaccines – EUR recovery

2021 had US politics + rising commodity prices

H1 2021

H2 2021



What is there to learn from 2021? 

Source: Nomura, Macrobond, Bloomberg 6

1. Energy prices increased significantly in 2021 2. With US rates significantly moving in the USD’s favour

Brent Oil, rhs
Natural Gas, lhs
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2021 vs 2023

Source: Nomura, Macrobond, Bloomberg 7

The 2021 experience The 2023 experience

1. Rising commodity prices = falling 

euro area terms of trade.

2. Markets pricing in the start of a Fed 

hiking cycle, less aggressive ECB.

3. US CPI increased from 1.4% y/y to 7%.

• US embarked on aggressive fiscal plan. 

China under ZCS. Europe in between.

1. Low or falling commodity prices = 

rising euro area terms of trade.

2. Markets pricing in the end of the Fed 

cycle, with the ECB closing in. 

3. US CPI lower from 6.5% y-o-y to 4%...

• US Congress in gridlock with an election 

next year. China re-opening. 



Euro area trade flows are much healthier

Source: Nomura, Macrobond

A reminder of why the euro area’s fortunes have turned around – the terms of trade have significantly 
improved
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The euro area’s terms of trade back to 1.15-1.20 levels What does the chart say?

• The 2022 energy spike led to historical 
outflows for the euro area. 

• A decade of trade surpluses eroded 
and Germany’s manufacturing model is 
in question. 

• But in 2023 lower energy prices and 
government intervention have allowed 
industry to restart and the current 
account is back in surplus. 

• With trade flows becoming more 
consistent … a EUR positive in 2023?
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2. What will be the game changer? US inflation and 
Labour markets could soon be much weaker



Is the US rebounding or slowing still?

Source: Nomura, Macrobond

US manufacturing growth is not in a good place - Very mixed signals from the various surveys, but all are low.
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Is growth bouncing or slowing, mixed signals from surveys What does the chart say?

• National ISM to head lower in 2023 if 
Philadelphia’s leading indicator holds.

• Higher US rates, lower disposable 
savings and inflation weighing on US 
growth. 

• But the US data are mixed, with the 
regional surveys and PMIs giving 
slightly different messages.

• The question is will US growth rebound 
sustainably with lenders perhaps 
pulling back?

United States, SA
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Is the US rebounding or slowing still?

Source: Nomura, Macrobond

Services are better, but for how long? 
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Services looks healthy across the majors What does the chart say?

• US services look to have been lagged 
to the recovery of Europe. 

• But all three are in expansionary 
territory for now. 

• This should keep central banks 
hawkish for the time being. In
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We already know growth is weak, that’s not a game changer
We need 1) inflation AND 2) labour markets to crack – then markets can 
price the end of the Fed cycle. 



US inflation pressures collapsing

Source: Nomura, Macrobond

[US Inflation] - Several leading indicators for US inflation point to large falls ahead
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New orders are in the dumps, output prices to make crisis lows What does the chart say?

• The surveys (NFIB, PMIs, ISM, etc) all 
suggest the same thing. Expect marked 
disinflation in the US over coming 
months. 

• New orders as a ratio of inventories 
suggest sluggish demand and healthy 
supply. 

• It’s crisis like – and would be odd if 
prices didn’t follow. But it’s not a perfect 
relationship.

United States, S&P Global, SA
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US inflation pressures collapsing

Source: Nomura, Macrobond

[US Inflation] - Several leading indicators for US inflation point to large falls ahead

14

It’s hard to expect US inflation scares, with energy like this What does the chart say?

• Energy markets go one step forward 
and suggest CPI inflation nearly at 0% 
in the months to come. 

• It’s a big disinflation pressure that could 
help discourage firms from raising 
prices further.

• It’s a very strong relationship over a 
long period of time. 

Energy basket (Gasoline, Diesel, Nat Gas), rhs
US CPI, lhs
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Supplier delivery times shortening

Source: Nomura, Macrobond

[US Inflation] Supply chains are healing – could goods price inflation head to -4%?
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Goods price deflation is possible in Q2/Q3 What does the chart say?

• Shipping rates are down and delivery 
times shorter. 

• Goods price disinflation is already here, 
the question is if we get deflation? 

• At some point the improvement in 
supply chains will make it less likely for 
firms to raise prices further.

• But the lags involved could make it a 
Q3 story before this is recognised by 
policy makers. 
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US credit conditions are tightening

Source: Nomura, Macrobond

[US labour] Low unemployment for now … but not for long?
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Senior Loan Officer Survey vs annual change in UE rate What does the chart say?

• Credit conditions for consumers are 
tightening despite efforts to calm 
markets by policy makers.

• We’ve not had a cycle in the modern 
era without this being followed six 
months later with higher unemployment. 

• Could the current US labour market 
strength in Q3 look a lot different? 

• The SLO from April suggests a 2% rise 
in unemployment to come. Dallas in 
May, suggests 3%.

United States
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US credit conditions are tightening

Source: Nomura, Macrobond

[US labour] Low unemployment for now … but not for long?
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Challenger job cuts vs jobless claims What does the chart say?

• It’s not just credit conditions that signal 
a rise in unemployment to come. 

• Job cut announcements have gathered 
pace in 2023. 

• Job openings are still elevated so this 
may take some time before it’s clear 
that employment is significantly 
weakening. 

• But the past two weeks of higher initial 
jobless claims are a concern. 
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3. What are the risks to the softer USD theme in H2?
A) Natural gas B) credit/banking stress kicks back/risk off in C) China’s 
growth is a concern and D) perhaps the Fed doesn’t turn dovish? 



What are the risks to the softer USD theme in H2?

Source: Nomura, Macrobond

A) Is the falling commodity price theme already over? 

19

Outages in Norway (until 15 July) and Netherlands news What does the chart say?

• Oil prices are relatively contained 
despite Saudi Arabia production cuts. 

• But natural gas prices are up a lot in 
June undoing all the good work in May. 

• Could this lead to softer trade flows for 
the euro area after building back the 
current account?

• It depends on whether Norway’s gas 
supply problems last beyond 15 July 
and if the heat wave in Europe persists.

Brent Oil, rhs
Natural Gas, lhs
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What are the risks to the softer USD theme in H2?

Source: Nomura, Macrobond

B) Equities aren’t that expensive, but growth would suggest downside to come
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Market pricing of growth What does the chart say?

• Mr.Market is always pricing growth as a 
trade off between equities vs fixed 
income returns. 

• Equities don’t look that frothy given the 
moves in fixed income. 

• But ISM would suggest the upside 
should be limited…for now. 

• If equities follow manufacturing growth, 
perhaps USD weakness is capped?
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What are the risks to the softer USD theme in H2?

Source: Nomura, Macrobond

C) China’s growth is a concern

21

China needs to do more for EUR to properly rally What does the chart say?

• China’s global role is seen quite clearly 
with its credit impulse leading 
EUR/USD (%y-o-y) by up to six months. 

• The latest data for China have been 
underwhelming. The credit impulse is 
tracking sideways. It may argue the 
performance of EUR is already over. 

• As the economy moves out of its post-
Covid sweet spot, Beijing could 
introduce a new round of supportive 
measures in H2, including cutting 
benchmark lending rates to bolster 
growth.
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The key views

Source: Nomura, Macrobond

[The trades and the FX forecasts]

22

G10 FX trades G10 FX forecasts

• We expect EUR/USD to reach 1.06 in 
Q2; 1.12 by end-2023 and 1.16 by end-
2024.

• EUR/GBP to rise towards 0.88 by end-
2023, 0.84 by end-2024. GBP/USD to 
1.27 end-Q4, and 1.38 end-2024.

• USD/JPY to fall to 125 by year-end and 
also 120 by end-2024. 

• USD/CNH to 6.90 by end-2023 and 6.60 
by end-2024.

• Long EUR/USD - target 1.12; by end-
August, with 1.16 next year likely; 
conviction level of 3/5; entry 1.0840 and 
stop 1.066.

• Long AUD/NZD - target 1.12 by mid-
August, conviction 3/5. entry: 1.0650 
conviction 3/5.
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The securities described herein may not have been registered under the US Securities Act of 1933 (the ‘1933 Act’), and, in such case, may not be offered or sold in the US or to US persons unless they have 
been registered under the 1933 Act, or except in compliance with an exemption from the registration requirements of the 1933 Act. Unless governing law permits otherwise, any transaction should be executed 
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This document has been approved for distribution in the UK as investment research by NIplc. NIplc is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority. NIplc is a member of the London Stock Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, 
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Investors in the financial products offered by Nomura Securities may incur fees and commissions specific to those products (for example, transactions involving Japanese equities are subject to a sales 
commission (all figures on a tax-inclusive basis) of up to 1.43% of the transaction amount or a commission of ¥2,860 for transactions of ¥200,000 or less, while transactions involving investment trusts are 
subject to various fees, such as commissions at the time of purchase and asset management fees, such as commissions at the time of purchase and asset management fees (trust fees), specific to each 
investment trust). 
In addition, all products carry the risk of losses owing to price fluctuations or other factors. Fees and risks vary by product. Please thoroughly read the written materials provided, such as documents delivered 
before making a contract, listed securities documents, or prospectuses.
Transactions involving Japanese equities (including Japanese REITs, Japanese ETFs, and Japanese ETNs, Japanese Infrastructure Funds) are subject to a sales commission of up to 1.43% (tax included) of 
the transaction amount (or a commission of ¥2,860 (tax included) for transactions of ¥200,000 or less). When Japanese equities are purchased via OTC transactions (including offerings), only the purchase 
price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC transactions, as agreed with the customer. Japanese equities carry the risk of losses 
owing to price fluctuations. Japanese REITs carry the risk of losses owing to fluctuations in price and/or earnings of underlying real estate. Japanese ETFs and ETNs carry the risk of losses owing to 
fluctuations in the underlying indexes or other benchmarks. Japanese Infrastructure Funds carry out the risk of losses owing to fluctuations in price and/or earnings of underlying infrastructures.
Transactions involving foreign equities are subject to a domestic sales commission of up to 1.045% (tax included) of the transaction amount (which equals the local transaction amount plus local fees and 
taxes in the case of a purchase or the local transaction amount minus local fees and taxes in the case of a sale) (for transaction amounts of ¥750,000 and below, maximum domestic sales commission is 
¥7,810 (tax included)). Local fees and taxes in foreign financial instruments markets vary by country/territory. When foreign equities are purchased via OTC transactions (including offerings), only the purchase 
price shall be paid, with no sales commission charged. However, Nomura Securities may charge a separate fee for OTC transactions, as agreed with the customer. Foreign equities carry the risk of losses 
owing to factors such as price fluctuations and foreign exchange rate fluctuations.
Margin transactions are subject to a sales commission of up to 1.43% (tax included) of the transaction amount (or a commission of ¥2,860 (tax included) for transactions of ¥200,000 or less), as well as 
management fees and rights handling fees. In addition, long margin transactions are subject to interest on the purchase amount, while short margin transactions are subject to fees for the lending of the 
shares borrowed. A margin equal to at least 30% of the transaction amount (at least 33% for online transactions) and at least ¥300,000 is required. With margin transactions, an amount up to roughly 3.3x the 
margin (roughly 3x for online transactions) may be traded. Margin transactions therefore carry the risk of losses in excess of the margin owing to share price fluctuations. For details, please thoroughly read the 
written materials provided, such as listed securities documents or documents delivered before making a contract.
Transactions involving convertible bonds are subject to a sales commission of up to 1.10% (tax included) of the transaction amount (or a commission of ¥4,400 (tax included) if this would be less than ¥4,400). 
When convertible bonds are purchased via OTC transactions (including offerings), only the purchase price shall be paid, with no sales commission charged. However, Nomura Securities may charge a 
separate fee for OTC transactions, as agreed with the customer. Convertible bonds carry the risk of losses owing to factors such as interest rate fluctuations and price fluctuations in the underlying stock. In 
addition, convertible bonds denominated in foreign currencies also carry the risk of losses owing to factors such as foreign exchange rate fluctuations.
When bonds are purchased via public offerings, secondary distributions, or other OTC transactions with Nomura Securities, only the purchase price shall be paid, with no sales commission charged. Bonds 
carry the risk of losses, as prices fluctuate in line with changes in market interest rates. Bond prices may also fall below the invested principal as a result of such factors as changes in the management and 
financial circumstances of the issuer, or changes in third-party valuations of the bond in question. In addition, foreign currency-denominated bonds also carry the risk of losses owing to factors such as foreign 
exchange rate fluctuations.
When Japanese government bonds (JGBs) for individual investors are purchased via public offerings, only the purchase price shall be paid, with no sales commission charged. As a rule, JGBs for individual 
investors may not be sold in the first 12 months after issuance. When JGBs for individual investors are sold before maturity, an amount calculated via the following formula will be subtracted from the par value 
of the bond plus accrued interest: (1) for 10-year variable rate bonds, an amount equal to the two preceding coupon payments (before tax) x 0.79685 will be used, (2) for 5-year and 3-year fixed rate bonds, an 
amount equal to the two preceding coupon payments (before tax) x 0.79685 will be used.



When inflation-indexed JGBs are purchased via public offerings, secondary distributions (uridashi deals), or other OTC transactions with Nomura Securities, only the purchase price shall be paid, with no sales 
commission charged. Inflation-indexed JGBs carry the risk of losses, as prices fluctuate in line with changes in market interest rates and fluctuations in the nationwide consumer price index. The notional 
principal of inflation-indexed JGBs changes in line with the rate of change in nationwide CPI inflation from the time of its issuance. The amount of the coupon payment is calculated by multiplying the coupon 
rate by the notional principal at the time of payment. The maturity value is the amount of the notional principal when the issue becomes due. For JI17 and subsequent issues, the maturity value shall not 
undercut the face amount.
Purchases of investment trusts (and sales of some investment trusts) are subject to a purchase or sales fee of up to 5.5% (tax included) of the transaction amount. Also, a direct cost that may be incurred 
when selling investment trusts is a fee of up to 2.0% of the unit price at the time of redemption. Indirect costs that may be incurred during the course of holding investment trusts include, for domestic 
investment trusts, an asset management fee (trust fee) of up to 5.5% (tax included/annualized basis) of the net assets in trust, as well as fees based on investment performance. Other indirect costs may also 
be incurred. For foreign investment trusts, indirect fees may be incurred during the course of holding such as investment company compensation.
Investment trusts invest mainly in securities such as Japanese and foreign equities and bonds, whose prices fluctuate. Investment trust unit prices fluctuate owing to price fluctuations in the underlying assets 
and to foreign exchange rate fluctuations. As such, investment trusts carry the risk of losses. Fees and risks vary by investment trust. Maximum applicable fees are subject to change; please thoroughly read 
the written materials provided, such as prospectuses or documents delivered before making a contract.
In interest rate swap transactions and USD/JPY basis swap transactions (“interest rate swap transactions, etc.”), only the agreed transaction payments shall be made on the settlement dates. Some interest 
rate swap transactions, etc. may require pledging of margin collateral. In some of these cases, transaction payments may exceed the amount of collateral. There shall be no advance notification of required 
collateral value or collateral ratios as they vary depending on the transaction. Interest rate swap transactions, etc. carry the risk of losses owing to fluctuations in market prices in the interest rate, currency and 
other markets, as well as reference indices. Losses incurred as such may exceed the value of margin collateral, in which case margin calls may be triggered. In the event that both parties agree to enter a 
replacement (or termination) transaction, the interest rates received (paid) under the new arrangement may differ from those in the original arrangement, even if terms other than the interest rates are identical 
to those in the original transaction. Risks vary by transaction. Please thoroughly read the written materials provided, such as documents delivered before making a contract and disclosure statements.
In OTC transactions of credit default swaps (CDS), no sales commission will be charged. When entering into CDS transactions, the protection buyer will be required to pledge or entrust an agreed amount of 
margin collateral. In some of these cases, the transaction payments may exceed the amount of margin collateral. There shall be no advance notification of required collateral value or collateral ratios as they 
vary depending on the financial position of the protection buyer. CDS transactions carry the risk of losses owing to changes in the credit position of some or all of the referenced entities, and/or fluctuations of 
the interest rate market. The amount the protection buyer receives in the event that the CDS is triggered by a credit event may undercut the total amount of premiums that he/she has paid in the course of the 
transaction. Similarly, the amount the protection seller pays in the event of a credit event may exceed the total amount of premiums that he/she has received in the transaction. All other conditions being equal, 
the amount of premiums that the protection buyer pays and that received by the protection seller shall differ. In principle, CDS transactions will be limited to financial instruments business operators and 
qualified institutional investors.
Transfers of equities to another securities company via the Japan Securities Depository Center are subject to a transfer fee of up to ¥11,000 (tax included) per issue transferred depending on volume. No 
account fee will be charged for marketable securities or monies deposited.
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