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The dollar consolidates, the yen remains vulnerable 

• Next week could see a return to the dominant theme that emerged over the 

summer: a structurally weaker dollar and a gradual strengthening of the yen. The 

‘weak USD/strong JPY’ theme remains supported by a combination of growing 

concerns over the US fiscal trajectory and expectations of further monetary 

normalisation in Japan. 

• The euro and the pound remain supported by monetary differentials, whilst the 

Japanese currency continues to benefit from expectations of normalisation by the 

BoJ.  

USD - Over the past week, the foreign exchange market has been characterised by a 

period of consolidation for the dollar following the sharp weakening seen in previous 

weeks. The Dollar Index (DXY) has recovered some ground thanks to more robust US 

data and still-high Treasury yields, but investors remain cautious as they await further 

guidance on the direction of the Fed’s monetary policy and Chairman Warsh’s 

speech this afternoon at Jackson Hole. 

 

The picture remains consistent with a gradual structural weakness in the dollar over the 

medium term, fuelled by increased buybacks of long-term US debt and discussions 

regarding coordination between the Treasury and the Fed to keep yields in check. In 

the short term, however, the still-high level of US interest rates and uncertainty over the 

Fed’s future monetary policy may provide episodic support for the greenback. 

 

EUR - The euro has held up well, remaining in the 1.16–1.17 range against the dollar 

despite the greenback’s recent rebound. The single currency continues to benefit from 

the perception that the ECB is nearing the end of its cycle of monetary easing, whilst 

doubts persist regarding the long-term sustainability of US fiscal and financing policy 

following the expansion of the US Treasury’s buyback programme. 

 

GBP – The pound remains one of the strongest G10 currencies. UK macroeconomic 

data has continued to surprise on the upside, and persistently high inflation keeps 

open the possibility of the Bank of England adopting a more restrictive stance than 

other central banks. The GBP/USD exchange rate remains close to recent multi-month 

highs in the 1.36 range, whilst being affected by the dollar’s recent recovery. 

 

JPY – The yen has continued to outperform compared with the extremely weak levels 

seen in July. The market continues to price in a higher probability of further rate rises 

by the Bank of Japan, whilst the risk of fresh intervention by the Japanese authorities 

remains high should USD/JPY move steadily back above the 160 level. However, the 

recent rise in US yields has temporarily limited the Japanese currency’s appreciation. 

 

The dollar’s recent recovery appears more like a technical consolidation phase than 

the start of a new uptrend, whilst the yen and, to a lesser extent, the euro remain the 

main currencies to watch for appreciation in the medium term. 

 

In this context: 

· EUR/USD maintains a moderately bullish bias towards 1.18 in the medium term. 

· GBP/USD continues to benefit from the UK’s favourable interest rate differential. 

· JPY remains the currency with the best potential for structural appreciation amongst 

the major currencies should the Bank of Japan’s monetary policy normalisation 

continue and yield differentials with the US narrow. 
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CHF - In recent weeks, the Swiss franc (CHF) has reaffirmed its role as a safe-haven 

currency, benefiting from rising geopolitical tensions in the Middle East, trade 

uncertainties linked to US tariffs and doubts over the sustainability of US fiscal policy. 

However, the CHF’s behaviour has differed from that of the yen, as the Swiss franc 

benefits primarily from risk-off flows but is constrained by the Swiss National Bank’s 

relatively accommodative monetary policy and interest rates that are lower than 

those in the US. The EUR/CHF traded within a narrow range around 0.93–0.94, showing 

substantial stability. The euro, in fact, also benefited from the dollar’s weakness, limiting 

the franc’s appreciation against the single currency. 

 

CAD – The Canadian dollar is heading into the Bank of Canada (BoC) meeting against 

a particularly complex backdrop, characterised by moderate economic growth, 

inflation that remains relatively resilient and renewed trade tensions with the United 

States. The recent tariff measures announced by Washington have increased 

uncertainty regarding the outlook for the Canadian economy, making the BoC’s 

statement particularly significant for the markets. 

The central scenario is that of a cautious BoC, intent on maintaining flexibility in the 

face of a less favourable external economic environment. The market will be looking 

above all for guidance on the balance between slowing growth and inflationary risks 

stemming from trade tensions and rising energy commodity prices. 

The Bank of Canada meeting is the main catalyst for the CAD next week. Against a 

backdrop of growing trade uncertainty with the United States, the central bank may 

adopt a cautious approach. We believe high volatility in the USD/CAD exchange rate 

is likely, with short-term risks tilted towards a moderate weakening of the Canadian 

dollar, unless the BoC provides more constructive guidance on the domestic growth 

outlook. 

 

 

Market movers for next week 

 

Next week, the main geopolitical risk for the markets remains the Middle East. Any 

escalation between the United States and Iran could boost oil, the yen and safe-

haven currencies, whilst weighing on assets more sensitive to growth. Taking a back 

seat, but still significant, are the US-Canada trade dispute, developments in the 

conflict in Ukraine and the risk of Japanese intervention in the foreign exchange 

market should USD/JPY return to around 160. 

 

The BoC meeting, scheduled for 2 September, will be the week’s main market mover 

for the Canadian dollar, against a backdrop of moderate growth and rising trade 

tensions with the United States. A cautious message from the central bank could keep 

pressure on the CAD, 
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GBP-EUR and 1Y1M rate spread  EUR USD and 1Y1M rate spread 

 

 

 
Source: Bloomberg, Intesa Sanpaolo   Source: Bloomberg, Intesa Sanpaolo 

 

Forecasts Forex G10 

 
 Spot Q3 2026 Q4 2026 Q1 2027 Q2 2027 Q3 2027 Q4 2027 Q1 2028 Q2 2028 

EUR/USD 1.1646 1.175 1.168 1.168 1.163 1.170 1.172 1.175 1.178 

USD/JPY 159.65 159.55 159.26 158.70 157.13 155.54 153.93 152.32 150.81 

GBP/USD 1.359 1.3619 1.362 1.378 1.388 1.385 1.392 1.395 1.391 

USD/CAD 1.385 1.418 1.413 1.408 1.403 1.396 1.386 1.377 1.371 

AUD/USD 0.720 0.715 0.718 0.723 0.726 0.728 0.729 0.731 0.732 

NZD/USD 0.595 0.6 0.599 0.619 0.635 0.647 0.655 0.663 0.67 

USD/CHF 0.803 0.807 0.805 0.803 0.8 0.797 0.794 0.79 0.787 

EUR/SEK 11.085 10.784 10.91 10.746 10.571 10.406 10.26 10.156 10.091 

EUR/NOK 10.845 11.255 11.125 10.988 10.875 10.79 10.72 10.651 10.581 

Source: Bloomberg, Intesa Sanpaolo 

EUR-USD spot  CAD-USD spot 

 

 

 
Source: Bloomberg, Intesa Sanpaolo  Source: Bloomberg, Intesa Sanpaolo 
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Appendix 

Analyst certification and important notices 
The analysts who have prepared this document declare that the opinions, forecasts or estimates contained herein are the result 

of an independent and subjective assessment of the data, factors and information obtained, and that no part of their remuneration 

has been, is or will be, directly or indirectly, linked to the opinions expressed. 

This document has been prepared by Intesa Sanpaolo SpA and distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo SpA – London 

Branch (a member of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA). Intesa 

Sanpaolo SpA assumes full responsibility for the contents of this document. Furthermore, Intesa Sanpaolo SpA reserves the right to 

distribute this document to its clients. Intesa Sanpaolo SpA is a bank authorised by the Bank of Italy and is regulated by the FCA for the 

conduct of investment business in the United Kingdom and by the SEC for the conduct of investment business in the United States.  

The opinions and estimates contained in this document are based solely on the date of its preparation and may be subject to change 

without any obligation to notify those to whom this document has previously been distributed of such changes. The information and 

opinions are based on sources deemed reliable; however, no representation or warranty is given as to their accuracy or correctness.  

The purpose of this document is purely informative. In particular, this document is not, nor is it intended to constitute, nor may it be 

construed as, an offer to sell or a solicitation to subscribe for any type of financial instrument. Furthermore, it is not intended to replace 

the recipient’s own judgement.  

Intesa Sanpaolo SpA accepts no liability whatsoever for any direct, consequential or indirect loss arising from the use of the material 

contained in this document.   

This document may be reproduced or published only under the name of Intesa Sanpaolo SpA. 

This document has been prepared and published exclusively for, and is intended for use solely by, companies that have adequate 

knowledge of the financial markets, which, in the course of their business, are exposed to volatility in interest rates, exchange rates and 

commodity prices, and which are financially capable of independently assessing the risks. 

This document may therefore not be suitable for all investors, and recipients are advised to seek the advice of their manager or adviser 

should they require any clarification regarding its content. 

For persons resident in the United Kingdom: this document may not be distributed, delivered or transmitted in the United Kingdom to any 

person falling within the definition of ‘private customers’ as defined by the FCA regulations. 

CH: This information constitutes an advertisement in relation to the issuers’ financial instruments and does not constitute a prospectus 

within the meaning of the Swiss Financial Services Act (“SerFi”); no such prospectus has been or will be prepared for or in connection with 

the offer of the issuers’ financial instruments. This information does not constitute an offer to sell or a solicitation to purchase the issuers’ 

financial instruments. 

The issuers’ financial instruments may not be offered to the public, either directly or indirectly, in Switzerland under the FinSa, and no 

application has been or will be made for the admission of the issuers’ financial instruments to trading on any trading venue (stock 

exchange or multilateral trading facility) in Switzerland. Neither this information nor any other offering or marketing material relating to 

the issuers’ financial instruments may be publicly distributed or otherwise made available to the public in Switzerland. 

For US entities: this document may be distributed in the United States only to entities defined as ‘Major US Institutional Investors’ as defined 

by SEC Rule 15a-6. To carry out securities transactions relating to any security mentioned in this document, please contact Intesa 

Sanpaolo IMI Securities Corp. in the United States (see contact details below).  

Intesa Sanpaolo SpA publishes and distributes research to ‘Major US Institutional Investors’ in the United States solely through Intesa 

Sanpaolo IMI Securities Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1199. 

Research incentives 

In accordance with the provisions of Delegated Directive 593/17/EU, this document is classified as a minor non-monetary 

inducement because: 

◼ it contains macroeconomic analysis (so-called ‘Macroeconomic Research’) or relates to Fixed Income, Currencies and 

Commodities (so-called ‘FICC Research’) and is made freely available to the general public through publication on the 

website of the IMI Corporate & Investment Banking Division (www.imi.intesasanpaolo.com) - Q&A on Investor Protection topics 

– ESMA 35-43-349, Questions 8 and 9. 

Distribution methodology 

This document is for the exclusive use of the person receiving it from Intesa Sanpaolo SpA and may not be reproduced or redistributed, 

directly or indirectly, to third parties, or published, in whole or in part, for any reason, without the prior express consent of Intesa Sanpaolo 

SpA. The copyright and all intellectual property rights in the data, information, opinions and assessments contained in this information 

http://www.imi.intesasanpaolo.com/
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sheet are the exclusive property of the Intesa Sanpaolo Banking Group, unless otherwise stated. Such data, information, opinions and 

assessments may not be further distributed or reproduced, in any form or by any means, including in part, without the express written 

consent of Intesa Sanpaolo SpA.  

Recipients of this document are obliged to comply with the above provisions. 

Valuation methodology 
Comments on macroeconomic data are prepared on the basis of news and macroeconomic and market data available via 

information sources such as Bloomberg and LSEG Datastream. Macroeconomic forecasts, as well as those for exchange rates and 

interest rates, are produced by the Research Department of Intesa Sanpaolo SpA using dedicated econometric models. The forecasts 

are derived from an analysis of historical statistical series made available by leading data providers and are also based on consensus 

data, taking into account the relevant correlations between them. 

Disclosure of potential conflicts of interest 
Intesa Sanpaolo SpA and the other companies of the Intesa Sanpaolo Banking Group (hereinafter also referred to simply as the “Intesa 

Sanpaolo Banking Group”) have adopted the “Organisation, Management and Control Model pursuant to Legislative Decree No. 231 

of 8 June 2001” (available on the Intesa Sanpaolo SpA website at: https://group.intesasanpaolo.com/it/governance/dlgs-231-2001) 

which, in accordance with current Italian legislation and international best practice, includes, amongst other things, organisational and 

procedural measures  for the management of inside information and conflicts of interest, including appropriate mechanisms for 

organisational separation, known as ‘Information Barriers’, designed to prevent the unlawful use of such information and to ensure that 

any conflicts of interest which may arise, given the wide range of activities carried out by the Intesa Sanpaolo Banking Group, do not 

adversely affect the interests of customers. 

In particular, the disclosure of interests and the measures put in place to manage conflicts of interest – in accordance with the provisions 

of Articles 5 and 6 of Commission Delegated Regulation (EU) 2016/958, of 9 March 2016, which supplements Regulation (EU) No 

596/2014 of the European Parliament and of the Council as regards regulatory technical standards on the technical arrangements 

for the proper presentation of investment recommendations or other information recommending or advising on an investment 

strategy, and for the disclosure of particular interests or the reporting of conflicts of interest, as subsequently amended and 

supplemented, FINRA Rules 2241 and 2242 where applicable, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 

– between the Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies – the 

recommendations produced by Intesa Sanpaolo SpA analysts are set out in the “Rules for Studies and Research” and in the 

extract from the “Corporate Model for the Management of Inside Information and Conflicts of Interest”, published on the Intesa 

Sanpaolo SpA website at https://group.intesasanpaolo.com/it/research/RegulatoryDisclosures.  

It should be noted that one or more companies within the Intesa Sanpaolo Banking Group: 

◼ trade or may trade on their own account in financial instruments (including derivatives) to which this document refers; 

◼ intend to solicit investment banking business or receive remuneration in the next three months in relation to the financial 

instruments covered by this report. 

Furthermore, in accordance with the aforementioned regulations, specific disclosures regarding the interests and conflicts of interest of 

the Intesa Sanpaolo Banking Group are available at https://group.intesasanpaolo.com/it/research/RegulatoryDisclosures/archivio-

dei-conflitti-di-interesse and are updated at least up to the day prior to the publication date of this report. 

Intesa Sanpaolo SpA acts as a market maker in the wholesale markets for government bonds of the main European countries and holds 

the role of Government Bond Specialist, or similar, for securities issued, amongst others, by the Italian Republic. 
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