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Previous Quarter Recap

Currency Outlook

2 year history : 1 year forecast

The US dollar index weakened 4.8% in the trailing quarter. 

 Jobs expanded in August from July; however, there were big 
downward revisions to job gains in June and July.

 On September 18, the Federal Reserve cut the fed funds rate by 
50 bps, a bigger cut than consensus estimates. The dot plot 
suggests 25-basis point cuts at each of the two remaining FOMC 
meetings this year (early November and mid-December). 

 Headline PCE inflation surprised to the downside; the overall 
PCE inflation rate was 2.2% in August, down from 2.5% in July.

 Escalated tensions in the Middle East, including Iran launching 
missiles into Israel on October 1, drove the dollar stronger.

 PNC and the consensus anticipate the US dollar will depreciate 
over the forecast horizon.

 If US economic growth is stronger than expected, or the Fed cuts 
its policy rate less than anticipated, the dollar could strengthen 
more than forecast estimates.

- 4.8%

(1)

(1) US economic data supported a cooling US economy with more fed funds rate cuts later this 
year after the bigger-than-expected rate cut in September. 
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3 month history 

The Euro strengthened 3.7% in the trailing quarter. 
2 year history : 1 year forecast
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Previous Quarter Recap

Currency Outlook

 Headline CPI inflation in August eased to 2.2% on the month, 
close to the European Central Bank (ECB)’s objective of 2%.

 Real GDP grew faster in Q2 from Q1 in the eurozone according to 
the European Commission’s final estimate on September 9.   

 The ECB lowered its deposit facility rates to 3.5% on September 
12.

 Headline CPI inflation in September was below the ECB’s 2% 
inflation objective, increasing the chance of interest rate cuts in 
October.

+ 3.7%

(1)

(1) A bigger than expected fed funds rate cut and expectations of a series of fed funds rate cuts 
this year have weighed on the US dollar.

 Both PNC and the consensus expect the euro to strengthen over 
the forecast horizon.

 If the Fed cuts its fed funds rate less than forecasted, the euro 
could be weaker than expected.



1.26

1.31

1.35

Jul-24 Aug-24 Sep-24

U
.S

. d
ol

la
rs

 p
er

 B
rit

is
h 

po
un

d

Previous Quarter

1.05

1.13

1.21

1.29

1.37

Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25

U
.S

. d
ol

la
rs

 p
er

 B
rit

is
h 

po
un

d

Historical Previous Quarter 2-Year Average Bloomberg Consensus Forecast PNC Forecast

+ 5.7%

Currency Update

Source: Bloomberg

Great British Pound

3 month history 

The British pound strengthened 5.7% in the trailing quarter.
2 year history : 1 year forecast

(1) A bigger-than-expected fed funds rate cut in the US along with expectations of more 
rate cuts this year weighed on the US dollar against major currencies. 

Previous Quarter Recap

Currency Outlook

(1)

 Both PNC and the consensus expect the pound to strengthen 
over the forecast horizon. 

 Weaker-than-anticipated European/domestic economies coupled 
with more expectations toward monetary easing could contribute 
to a weaker pound.

 On September 19, the Bank of England (BOE) kept its policy rate 
unchanged at 5%. 

 UK’s headline CPI inflation in August came out very sticky and 
remained unchanged on September 18.

 Overall economic activity continued to expand in September, with 
both the manufacturing and services PMIs in expansion territory.  
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Source: Bloomberg

3 month history 

The Canadian dollar strengthened 1.5% in the previous quarter.
2 year history : 1 year forecast
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Currency Outlook

+ 1.5%

(1)

(1) The Canadian dollar was supported in September by both the broad USD weakness, as 
investors become wary of US economic conditions, and Canada’s improved domestic economic 
data. 

 The Bank of Canada (BOC) lowered its overnight target rate by 
another 25 bps on September 4th to 4.25%. 

 Canadian inflation fell to 2% in August, down from 2.5% in July.

 Real GDP in July came in stronger than consensus estimates and 
increased 1.5% year-over-year. 

 The manufacturing PMI rose to expansionary levels in September 
for the first time in over 16 months.

 Both PNC and the consensus expect the Canadian dollar to 
strengthen over the forecast horizon.

 If the BOC cuts interest rates more than expected, or US inflation 
surprises to the upside, the Canadian dollar could be weaker 
than forecasted.
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Source: Bloomberg

3 month history 

The Mexican peso weakened 7.2% in the trailing quarter.
2 year history : 1 year forecast

Previous Quarter Recap

Currency Outlook

- 7.2%

(1)

(1) The global carry trade unwind saw many investors sell out of their MXN positions, weakening 
the peso. 

 Mexican CPI inflation came in below the consensus estimate in 
early September. On September 26, the Bank of Mexico cut its 
overnight target rate by 25 basis points to 10.5%.

 Retail sales came in better than consensus estimates and grew 
0.7% in July, while retail sales dropped 0.6% from a year ago. 

 Peso volatility continues as a result of Claudia Sheinbaum’s 
appointment as Mexico’s president, and her proposed policy 
reform.

 Mexico's manufacturing PMI fell to a two-year low in September.  

 Both PNC and the consensus expect some strengthening in the 
Mexican peso over the forecast horizon. 

 More interest rate cuts than expected by the Federal Reserve 
hold upside potential for the Mexican peso. However, prolonged 
political uncertainties could weaken the Mexican peso. 
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Japanese Yen

Source: Bloomberg

3 month history 

The Japanese yen strengthened 11.0% in the previous quarter.
2 year history : 1 year forecast
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Currency Outlook

+ 11.0%

(1)

(1) The yen strengthened as the global carry trade unwind saw investors buy back into their JPY 
positions. 

 PNC and the consensus expect the yen to strengthen over the 
forecast horizon.

 The yen could be stronger than forecasted if the Bank of Japan 
continues to hike rates or the Fed cuts more than expected.

 National and Tokyo CPI inflation jumped in August at one of the 
strongest paces since late 2023.

 Japan’s economy expanded in Q2 after contracting in Q1 2024. 
Retail sales continued to expand at a solid pace in mid-2024 and 
came in better than consensus estimates on September 29. 

 Japan’s jobless rate came in below consensus estimates and 
dropped in August, remaining well below its long-run average. 

 Remarks from Japan’s new prime minister Shigeru Ishiba hinted 
no near-term rate hike from the Bank of Japan on October 2. 
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+ 4.1%
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Source: Bloomberg

3 month history 

The Chinese renminbi strengthened 4.1% in the last quarter.
2 year history : 1 year forecast

Previous Quarter Recap

Currency Outlook

(1)

(1) An eye-catching stimulus package came to China in September from both the PBOC and 
Chinese government in an effort to combat persistent economic slowdown. 

 The People’s Bank of China (PBOC) cut multiple interest rates 
and lowered its reserve requirement ratio to combat economic 
slowdown. 

 The PBOC plans to lower interest rates on outstanding 
mortgages of homeowners; they also plan to ease downpayment 
requirements for second-home buyers. 

 To combat declining population, China is gradually increasing 
retirement ages for the working class over a 15-year period.

 The consensus expects the renminbi to weaken, while PNC 
expects it to strengthen over the forecast horizon. 

 If weakness in the domestic economy persists and growth is 
worse than expected, the Chinese renminbi could be weaker than 
PNC’s forecast.
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Swedish Krona

Source: Bloomberg

3 month history 

The Swedish krona strengthened 4.3% in the last quarter.
2 year history : 1 year forecast
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+ 4.3%

(1) A bigger-than-expected fed funds rate cut in the US along with expectations of more rate 
cuts this year weighed on the US dollar against major currencies. 

 Sweden’s headline inflation in August surprised to the downside 
and fell to 1.9% on September 12. 

 Sweden’s unemployment rate was up to 7.9% in August from 
7.7% in July. 

 Riksbank cut its repo rate by 25 bps to 3.25% on September 25.

 Sweden’s manufacturing activities in September continued to 
expand but services activities fell to contractionary levels after 
expanding for three consecutive months. 

 PNC and the consensus both expect the Swedish krona to 
strengthen over the forecast horizon. 

 If the Fed cuts the fed funds rate less than markets are currently 
pricing in, the krona could be weaker than expected.
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Source: Bloomberg

3 month history 

The Australian dollar strengthened 3.8% in the last quarter.
2 year history : 1 year forecast
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Currency Outlook

+ 3.8%

(1)

(1) As the largest trading partner to China, the Australian dollar gained strength in response to 
the huge economic stimulus package in China in September.  

 Australia’s Q2 GDP was in line with consensus estimates but 
economic growth slowed into mid-2024. August’s CPI came in at 
2.7% year-over-year, slowing from July but remained well above 
the RBA’s inflation objective.

 Australia’s services activity expanded in September according to 
the Judo Bank PMI while manufacturing PMI came in at a three-
year low.

 On September 24, the Reserve Bank of Australia kept its cash 
target rate steady at 4.35%.

 PNC and the consensus both anticipate the Australian dollar will 
strengthen over the forecast horizon. 

 If the Fed cuts the fed funds rate less than markets are currently 
pricing in, the Australian dollar could be weaker than PNC’s 
forecast.
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New Zealand Dollar

Source: Bloomberg

3 month history 

The New Zealand dollar strengthened 4.5% last quarter.
2 year history : 1 year forecast
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+ 4.5%

(1)

(1) Broad dollar weakness stemming from a big fed funds rate cut, stronger stimulus out of 
China, and better-than-expected economic data in New Zealand supported the New Zealand 
dollar. 

 PNC and the consensus both expect the New Zealand dollar to 
strengthen over the forecast horizon. 

 If the Fed cuts its policy rate less than anticipated, or inflation in 
New Zealand surprises to the downside, the New Zealand dollar 
could be weaker than forecasted.

 The Reserve Bank of New Zealand (RBNZ) cut its cash rate by 
25 basis points to 5.25% on August 13th. 

 New Zealand’s manufacturing activity continued to improve in 
August, although it was still contracting according to Bank of 
New Zealand PMI data. Consumer confidence also improved in 
September. 

 Real GDP came out slightly better than consensus estimates on 
September 18, however, it contracted 0.2% in Q2 and 0.5% 
year-over-year.
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Source: Bloomberg

3 month history 

The Indian rupee weakened 0.4% in the past quarter.
2 year history : 1 year forecast
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- 0.4%

(1)

(1) Slower economic growth and inflation falling to RBI’s goal range hinted at interest rate cuts 
ahead of the RBI’s meeting on October 9.

 The Reserve Bank of India (RBI) held the repo rate steady at 
6.5% for the ninth straight meeting on August 8th.

 India’s headline CPI inflation in August came in above 
consensus estimates, rising to 3.65% after easing in July. 

 India’s trade deficit in August broadened with a hike in imports 
and a small increase in exports.

 The HSBC India PMI showed overall business activity continued 
to expand in September, albeit at a slower pace.

 PNC and the consensus expect the rupee to strengthen over the 
forecast horizon. 

 If Indian economic growth and inflation surprise to the downside, 
the rupee could be weaker than expected.
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The information contained herein (“Information”) was produced by an employee of PNC Bank, National Association’s (“PNC 
Bank”) foreign exchange and derivative products group. Such Information is not a “research report” nor is it intended to 
constitute a “research report” (as defined by applicable regulations). The Information is of general market, economic, and 
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products or services is conditioned upon PNC Bank’s subsequent formal agreement, which will be subject to internal approvals and binding 
transaction documents. The Information contained herein on exchange and interest rates, commodity prices and market indices are gathered 
from sources PNC Bank believes to be reliable and accurate at the time of publication. Therefore, PNC Bank makes no representations or 
warranties regarding the Information’s accuracy, timeliness, or completeness. Further, all performance, returns, prices, or rates are for 
illustrative purposes only, are subject to firm quotes, may not be achievable or indicative of future performance, actual results will vary, and 
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reliance, or any opinion, estimate or Information contained herein or any omission therefrom. PNC Bank, its predecessors, and affiliated 
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deal as principal in any security, derivative or other instruments mentioned in this document. Any such relationship may differ materially from 
transactions contemplated herein. In addition, PNC Bank, its affiliated companies, shareholders, directors, officers, or employees may at any 
time acquire, hold or dispose of positions similar or contrary to the positions contemplated herein (including hedging and trading positions) which 
may impact the performance of a product described in this document. Early termination of a foreign exchange or derivative transaction may 
require payment of a termination amount to or from PNC Bank depending on market rates or prices at the time of termination. The Information 
contained herein is confidential and may not be disclosed, duplicated, copied, disseminated or distributed by any means to any other person or 
entity without PNC Bank’s prior written consent. 

PNC is a registered service mark of The PNC Financial Services Group, Inc. (“PNC”). Foreign exchange and derivative products are obligations of 
PNC Bank, Member FDIC and a wholly owned subsidiary of PNC. Foreign exchange and derivative products are not bank deposits and are not 
FDIC insured, nor are they insured or guaranteed by PNC Bank or any of its subsidiaries or affiliates.
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