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FX market has normalised in the third quarter

USD-UST 60-day correlation

Source all charts: ING, Refinitiv, Macrobond

Liberation day

Traded volatility measures from FX, US Treasury & Equities

Liberation day

US Treasury vs. Dollar correlations normalised in the third quarter, expected volatility dropped 



3Q24 FX price action: Terminal rates and $ risk premium
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G10 FX price action (ex JPY and GBP) consistent with terminal rate pricing 

FX QTD performance versus change in CB pricing EUR/USD versus two-year swap differentials



Foreigners are steady investors in euro area asset markets
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ECB, ING

May/June/July saw decent demand for euro area assets, especially debt product

Foreign purchases of euro assets on a monthly and twelve-month basis (EUR bn)

100

105

110

115

120

125

130

135

-300

-200

-100

0

100

200

300

400

500

600

700

Jan 10 Jan 15 Jan 20 Jan 25

Monthly foreign buying of EUR debt (EUR bn) Monthly foreign buying of EUR equities (EUR bn)

12m foreign buying of EZ debt 12m foreign buying of EZ equities

Trade-weighted euro (RHS)

EUR bn



Carry trade set to remain popular as Fed cuts rates
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Lower volatility, more liquidity likely to maintain interest in the FX carry trade

Third quarter 25, quarter to date performance of EGP, TRY, HUF carry basket funded out of USD



Volumes dip in August … consensus remains for a weaker 
USD

FX forecastsFX spot venue volumes

Q4 25 Q1 26 Q2 26 2027

DXY Dollar Sept25 96.4 96.2 95.3 93.4

DXY Dollar June25 97.4 96.6 95.9 92.8

EURUSD Sept25 1.19 1.20 1.20 1.22

EURUSD June25 1.17 1.17 1.18 1.20

USDJPY Sept25 143 140 140 130

USDJPY June25 140 139 138 130

GBPUSD Sept25 1.37 1.37 1.38 1.40

GBPUSD June25 1.36 1.37 1.37 1.40

USDCHF Sept25 0.80 0.80 0.80 0.82

USDCHF June25 .81 .82 .81 .82
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G10 positioning: EUR/USD in moderate net-long territory
CFTC data show speculative USD shorts aren’t extreme 

• Positioning remains in net-long territory for EUR/USD, but at 14% of open interest it’s far from stretched

• Speculative investors remain short commodity currencies

• Aggregate USD positioning versus reported G10 currencies is at its 5-year average



Real interest rates will become increasingly influential
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Pressure on Fed independence will question whether policy will become too loose, too quickly

US two-year real rates versus DXY dollar index USD 5Y5Y inflation forward swap …  contained so far



Sovereign risk starting to play a role in FX pricing?
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ING, Refinitiv

FX price action in September occasionally suggested sovereign debt differentiation at work

10Y OIS-spread versus average rating (Moody's, S&P, Fitch)



Smaller reserve holders are showing appetite for non-USD
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Sources IMF, CEIC ING;  *Top-10 FX reserve holders control 69% of world total and include China (including Hong-Kong and Macao), Japan, Switzerland, Taiwan, India, Saudi Arabia, Russia, Korea, Singapore, and Brazil; ** historical dates chosen based on 
similarity in USD exchange rates to core currencies
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Smaller FX holders are gaining importance… ..and seem to be joining in on the de-dollarization trend

Composition of FX reserves** by holder group Reserve change in 1Q25 YoY, by FX and holder group

• The longer-term trend is still positive for non-USD assets: Year-on-year, dollar reserves are still down (-$53bn, -1.2pp) while euro is up (+€71bn, +0.4pp), keeping the 
longer-term diversification story intact. Recent US tariff hike targets primarily Top FX holders Brazil, India, China, and Switzerland 

• Recent US tariff hike targets primarily Top FX holders Brazil, India, China, and Switzerland  that control over 40% of global FX reserves and can diversify their reserves.

• New demand drivers and watch factors: Smaller FX reserve holders – growing in global weight – are showing higher appetite for non-dollar assets, potentially making 
them a key source of future demand for the euro. Previously only top holders were seen as capable of diversification.

BRIC -$47 bn

USD -$53 bn

Top 10* ex-BRIC, -$1 bn

EUR, +$82 bn

Small FX holders, +$201 bn

Other FX, +$124 bn

Holder

FX



Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information purposes 
without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group (being for this 
purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an investment 
recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial instrument. 
Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING does not represent that 
it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss arising from any use of this 
publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s), as of the date of the publication 
and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose possession this 
publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person for any 
purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central Bank and 
supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial Markets (AFM). ING 
Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom this information is approved 
and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by the Prudential Regulation Authority 
and is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., 
London branch is registered in England (Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person 
wishing to discuss this report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a 
member of the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United 
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit https://www.ing.com.

https://www.ing.com/Home.htm
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Questions for discussion
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1. Why is the dollar not weakening more? 

2. Will debt sustainability become a dominant theme in FX? 

3. Will FX diversification be directed more into gold or other precious metals? 

4. Will EM carry theme continue in Q4? 

5. What are the possible tails risks for Q4? 

6. What are the underlying factors behind USD/JPY forecast pointing to a weaker yen compared 

to June survey results? 

7. What are your views on the CNY going forward as its role increases both in terms of 

international trade and  FX reserves? 
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