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THE TD MACRO RESEARCH INSIGHT
We expect residual USD strength in Q3 as positioning normalizes and the dollar reclaims

some of its traditional safe-haven appeal. However, without a return to 2022-style Fed and

US exceptionalism, USD gains are likely to be episodic rather than trend-like. With the USD

smile increasingly looking like a smirk, a much larger US growth advantage is now required to

sustain a durable dollar rally.

Themes: Positioning Pendulum, Re-dollarization, Peak Fed
Hawkishness
We expect some lingering bullish USD momentum in Q3 with positioning having more room to

correct higher. The dollar is reverting to a more traditional safe-haven profile, with correlations

to equities and rates somewhat normalizing after the Trump 2.0 distortions. A sustained

USD surge, however, looks unlikely, as rate differentials are not expected to return to 2022

extremes when the Fed materially outpaced global peers. This leaves USD strength to be more

episodic than trend-like. More broadly, the USD smile now looks more like a smirk: the dollar

significantly underperformed what growth differentials alone would have implied in 2025,

suggesting that a much larger US growth advantage is now required to generate a durable

USD rally.

How to Trade It?
We prefer a selective USD stance near term, reflecting stretched positioning and diverging

macro fundamentals. We remain long USDCNH via 6m forwards on expectations of further

softness in CN activity data, while expressing a constructive CAD view through a 2m USDCAD

put spread as CA data begins to improve. In G10 crosses, we are bearish AUDJPY as the RBA

hiking cycle comes to its end amid increasingly supportive JPY domestic headlines. We also

see scope for EURGBP to retrace toward 0.86 as UK fiscal risk premia rebuild. In EM, we expect

LatAm FX to remain supported by carry and limited local political risks, while recent rallies for

IDR and KRW in Asia look difficult to sustain.

FX Quant Macro Drivers and Views
Our quant macro framework (MRSI) points to a near-term improvement in the USD's tactical

trading weight, driven by momentum, relative growth, and rate differentials. Beyond this near-

term USD rebound, however, we expect structural depreciation, forecasting a 2% decline in

2026. As markets look through geopolitical tensions, growth should replace inflation as the

dominant macro theme. We expect carry to perform well through the summer, as buoyant risk

sentiment—not USD weakness—remains the key requirement, while the approaching US midterm

cycle lowers the likelihood of a significant demand or risk shock.
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We expect some lingering bullish USD momentum in Q3 with positioning having more room to correct higher. 
The dollar is reverting to a more traditional safe-haven profile, with correlations to equities and rates 
somewhat normalizing after the Trump 2.0 distortions. A sustained USD surge, however, looks unlikely, as rate 
differentials are not expected to return to 2022 extremes when the Fed materially outpaced global peers. This 
leaves USD strength to be more episodic than trend-like. More broadly, the USD smile now looks more like a 
smirk: the dollar significantly underperformed what growth differentials alone would have implied in 2025, 
suggesting that a much larger US growth advantage is now required to generate a durable USD rally.

We prefer a selective USD stance near term, reflecting stretched positioning and diverging macro 
fundamentals. We remain long USDCNH via 6m forwards on expectations of further softness in CN activity 
data, while expressing a constructive CAD view through a 2m USDCAD put spread as CA data begins to 
improve. In G10 crosses, we are bearish AUDJPY as the RBA hiking cycle comes to its end amid increasingly 
supportive domestic JPY headlines. We also see scope for EURGBP to retrace toward 0.86 as UK fiscal risk 
premia rebuild. In EM, we expect LatAm FX to remain supported by carry and limited local political risks, while 
recent rallies for IDR and KRW in Asia look difficult to sustain.

Our quant macro framework (MRSI) points to a near-term improvement in the USD's tactical trading weight, 
driven by momentum, relative growth, and rate differentials. Beyond this near-term USD rebound, however, 
we expect structural depreciation, forecasting a 2% decline in 2026. As markets look through geopolitical 
tensions, growth should replace inflation as the dominant macro theme. We expect carry to perform well 
through the summer, as buoyant risk sentiment—not USD weakness—remains the key requirement, while the 
approaching US midterm cycle lowers the likelihood of a significant demand or risk shock.

The Hedger's Edge 

Global Central Bank Tracker – NEW                           42

Fair Value Table                            43

Hedging Dashboard                            45

       Decision Matrix   47

       Global FX Forecasts   49

TD Cowen

Macro Research

 
July 13, 2026

732792_8b9e40ac-e6eb-41be-a726-9384d5884310.pdf

2 TDSecurities.com

https://www.tdsecurities.com


The Positioning Pendulum Hedge America Trade: UNO Reverse? Peak Fed Hawkishness Unlocked

Big Three Market Themes: Positioning Pendulum, Re-dollarization, Peak Fed Hawkishness  

• USD positioning is long but not 
stretched. We expect some lingering 
bullish USD momentum in Q3 with 
positioning having more room to 
correct in favor of the long USD trade. 
We prefer to express the view of any 
USD upside via USDCNH.

• We expect carry to perform well 
through the summer as oil, inflation, 
and Fed uncertainty keep rates risk 
premia elevated. Buoyant risk 
sentiment—not USD weakness—is the 
key requirement, while the approaching 
US midterm cycle lowers the likelihood 
of a significant demand or risk shock.

• Relative rate differentials are moving in 
favor of the US again but are unlikely to 
go to 2022 levels. Markets trade oil 
price shocks as carry trades and 2026 is 
no different. 

• We see less scope for a 2022 style USD 
surge. The US economy is in a different 
place: monetary/fiscal policy are not 
overly lax; the labor market is resilient 
but no longer extremely tight; there's no 
pent-up consumer demand fueled by 
excess savings; and ex-commodity 
global supply chains are not under as 
high a degree of stress. The Fed is not 
behind the curve the way it was in 2022.

• The dollar is reverting to a more 
traditional safe-haven profile, with 
correlations to equities and rates 
normalizing after the Trump 2.0 
distortions, particularly the "hedge 
America" and "hedge USD" trades that 
emerged in Q2 2025. 

• Hedging flows were a major contributor 
to USD weakness since Q2 2025, 
allowing the USD to weaken even as 
demand for US equities held up; if those 
hedges are reduced, demand for US 
equities can once again generate direct 
demand for USD and we anticipate a 
partial return to that regime.
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What’s the trade – Trade blotter of ideas linked to tools, themes, and views

Themes, ideas, and drivers 

FX Thematic Focus: Risk, Rates, and Inflation
Global FX – Carry, Growth, Rates 

Safe-haven: to be or not to be
Is the hedge USD trade unwinding?

What Forward Guidance? Unlocking FX Vol
Front end rates vol to unlock FX vol

USD: Less Smile, More Smirk
Resilience is not the same as exceptionalism

US AI: Can You Take Me Higher?
Midterm election years bring more vol, low gains

The summer of carry is back
Markets trade oil shocks as carry trades, not terms of trade 

G10 – CAD bounce, lower AUDJPY
Long USDCAD put spread; Long 3m AUDJPY ratio put spreads

EM – EM Asia weakness persists
Long USDCNH forwards; sustained USDKRW uptrend

FX views over the next 3 months
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Geopolitics continue to drive markets – Don't let your guard down

• The intersection of geopolitics 
and global macro continues to 
serve as a relevant market 
driver. 

• While a fragile MOU has been 
reached between the US and 
Iran, global energy supply vs 
demand imbalance remains in 
place. 

• While reciprocal tariffs have 
been struck down by the US 
Supreme Court, ongoing 
USMCA review will keep trade 
uncertainty high. 

• This is also a midterm election 
year where the current US 
administration's approval rating 
is low and its disposition for 
quick wins is high. The case for 
new US operations in LatAm to 
display its hegemony is 
nontrivial.
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Which themes are driving performance – The comeback of carry, growth, rates  

• Carry remains the market’s 
preferred expression, with 
performance improving further 
over the past quarter. 

• For G10, rate differentials have 
had promising Sharpe ratios over 
the first half of the year and are 
likely to stay central in the back 
half as markets continue to price a 
more hawkish Fed path relative to 
other central banks. 

• Globally, as equity leadership 
continues to feed into FX through 
allocation flows, our equity 
strategy — which draws on relative 
equity-market performance — has 
been consistently top-ranked in 
our framework.

• As the market started to look 
through the geopolitical tension, 
growth has become the winner 
over inflation as the preferred 
trading theme. 
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Cross-asset performance – Renewed USD strength

• The USD (proxied by BBDXY) has the 
highest 3m Sharpe ratio across major 
assets. A hawkish Fed, US economic 
data resilience, and global demand 
for AI have led to renewed USD 
outperformance over RoW.

• The AI-led global equity rally has 
stalled since June, but equities 
continue to outperform bonds in 2026. 
We are wary of another equity 
drawdown like in Q1 2026 happening 
in the second half of the year and 
prefer to use lower AUDUSD or 
AUDJPY as the proxy hedge in FX. 

• To the contrary, CAD has the worst 3m 
Sharpe ratio across major assets. We 
see room for CAD performance to 
improve in the second half of the year 
as domestic economic data turns the 
corner and a positive fiscal impulse 
starts to feed into the real economy 
for Canada. 
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How to trade it – MRSI trading weights across the thematic portfolios  

TD Cowen

Macro Research

 
July 13, 2026

732792_8b9e40ac-e6eb-41be-a726-9384d5884310.pdf

TDSecurities.com 9

https://www.tdsecurities.com


What's the USD MRSI view? – Our framework flags tactical USD strength

• MRSI remains bullish USD, though the signal has moderated over the past month. Bullish USD factors come from rate 
differentials, persistent demand for carry, and continued momentum. US data still points to a resilient economy, but the signal 
has started to retrace modestly from last month’s strength.

• MRSI is long the USD relative to 73% of the sample. We do see the possibility of a tactical bid in the USD, as near-term bearish 
catalysts have become more elusive, but don't expect it to be long-lived for various reasons that we explore in the next slides.
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Thematic Factors – The Summer of Carry

• We expect carry trades to work well into the summer with continued uncertainty around oil prices, inflation risks, and central 
bank hiking cycles (especially the Fed's). Carry no longer requires a weak dollar environment to work. 

• Carry only requires buoyant risk sentiment and global equities holding up. The approaching US midterm election cycle also 
reduces the likelihood of policies that would provoke the tail risk of a sustained risk-off shock or significant concerns around 
global demand destruction.

TD Cowen

Macro Research

 
July 13, 2026

732792_8b9e40ac-e6eb-41be-a726-9384d5884310.pdf

TDSecurities.com 11

https://www.tdsecurities.com


The Positioning Pendulum – The long USD trade has some runway left

• Since the June FOMC meeting, investors have rebuilt long USD positions as higher US rates and a higher-for-longer Fed narrative 
forced a capitulation of the bearish dollar view that dominated much of the past year.

• USD positioning is long but not extremely stretched. We expect some lingering bullish USD momentum in Q3 with positioning in 
AUD, CNH and BRL (closer to election) having more room to correct with the strong USD trade. We prefer to express the view of 
any USD upside via USDCNH.

TD Cowen

Macro Research

 
July 13, 2026

732792_8b9e40ac-e6eb-41be-a726-9384d5884310.pdf

12 TDSecurities.com

https://www.tdsecurities.com


Shape shifting correlations? USD plays UNO "Reverse" card 

• Going back to the roots. The dollar is reverting to a more traditional safe-haven profile, with correlations to equities and rates 
normalizing after the Trump 2.0 distortions, particularly the "hedge America" and "hedge USD" trades that emerged in Q2 2025.

• The normalization in correlations reflects two factors: 1) short-term USD positioning has turned long, and 2) the partial reversal of 
the "hedge USD" trade has allowed the recent resurgence in demand for US equities to translate more directly into demand for 
the US dollar.
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Is the Hedge America trade unwinding? – Two steps forward, one step back 

• EUR has given up part of its shine from the post-Liberation day era. Demand for EU equities has taken a backseat with US AI 
resurgence, and investors are again looking for more unhedged exposure to US assets (primarily, equities). EUR's treatment as 
somewhat of a new safe haven has taken some hit post-conflict and post-Warsh.

• The difference between hedged and unhedged flows in ETFs investing in the US gives us a barometer for local currency 
preference over the USD (higher the number, less the demand for USD exposure associated with US equities). We find that EM 
investors have seen a big jump in hedged exposure to the US while other G10 countries have seen some reversal to their pre-
liberation day levels towards the USD.
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Is the Hedge America trade unwinding? – Some reversal

• Hedging flows were a major contributor to USD weakness since Q2 2025, allowing the USD to weaken even as demand for US 
equities held up; if those hedges are reduced, demand for US equities can once again generate direct demand for USD and we 
see some evidence of a partial return to that regime.

• The gap between unhedged and hedged ETF flows into US equities provides a useful barometer for associated USD demand. We 
find that global investors are: 1) rebuilding overweight positions in US equities amid renewed AI rally, and 2) shifting back toward 
unhedged exposure as the cost of currency hedging rises alongside a more hawkish Fed outlook.
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FX vol reset – New Fed regime will keep USD vols supported

• The post-June FOMC FX vol breakout materialized; the new Fed regime will keep USD vols supported. Lack of clear Fed guidance 
and shifting dot plot toward rate hikes will increase market participants' scrutiny on US data releases and intraday FX volatility 
on US data release dates.

• Global rates dispersion continues to widen. US rates vol has also based after June FOMC. Both global rates and US rates vol will 
start to support FX vol in H2 '26. 
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FX vol reset – New Fed regime will keep USD vols supported

• Spot-to-vol correlation has flipped back to above zero for the USD (USD up and vol up). USD spot realized up vols have also far 
exceeded down vols in June, reversing the patterns from earlier this year. 

• Spot-to-vol correlation and up/down vol ratio make it harder for USD downtrends to form in the near-term. In the absence of 
material downside surprises to US labor market data or an equity rout, USD spot and vol downsides will be capped. 
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Yield Curve Regime and the USD – Bear flattening is USD bullish

• The USD's outperformance in 2026 has coincided with the bear flattening dynamic of the US Treasury yield curve. This curve 
dynamic could persist if US inflation continues to rise in the second half of the year and the Fed ends up hiking rates. Low yielders 
in G10 and EM Asia would continue to see more weakness vs the USD. 

• In the case that US inflation has peaked in H1 '26 and the market gradually reprices Fed rate cuts, the USD should start to 
weaken again with the curve dynamic reversing from bear to bull. G10 reserves like the EUR and JPY tend to outperform other 
currencies in both bull flattening or bull steepening regimes. 
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Does the USD Still Smile? – Temporary US reflation 

• USD smirks, not smiles. The dollar did considerably worse in 2025 than growth differentials would have predicted, indicating that 
the growth differential now needs to be much larger in favor of the US to lead to sustained USD strength. 

• A resilient US economy is a necessary but not a sufficient condition for a strong USD rally. While US data is resilient, the ROW 
impulse has also improved after the oil risk premia has declined. The US economy is still far away from the levels of 
exceptionalism seen in 2022-2023. 
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US Data Resilience – Temporary US reflation

• The upside momentum and period of mini-exceptionalism in the US seems to be losing steam and we are entering into a potential 
summer moderation. We appear to have priced in peak Fed hawkishness right after Warsh's first FOMC meeting with markets 
pricing in almost two hikes for 2026. 

• Rate differentials can continue to push the USD higher by another 1-2% but we are unlikely to repeat the 2022 move where the 
delta around front-end rates was much larger, with rates at the effective lower bound. 
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Growth vs Inflation – Temporary US reflation

• US data has been very resilient recently which has allowed the market to price in a hawkish path for the Fed. This recent patch of 
data is not in line with historic trends in US data, which would normally go through a period of moderation into summer. 

• Under the new Fed Chair's lack of forward guidance, markets will follow every single data release like a hawk, trying to gauge the 
Fed path. Muted upward global inflation momentum (including the US) suggests the global/inflation mix could transition from 
reflation to "sweet spot" later this year. 
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Tail risk hedge – Lofty US equity valuation on diverging wealth vs income

• The persistent US equity uptrend has boosted household wealth but not income. Personal income in 2026 has grown at a slower 
speed than inflation and personal spending.

• Negative savings rates and real income pose downside risk for US equities. While the market has just come out of a -10% 
drawdown in Mar '26, 1997, 1999, and 2018 were recent examples where the market saw multiple -10% drawdowns within the 
same year. 
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Tail risk hedge – Lofty US equity valuation on diverging wealth vs income

• The AI-led US equity rally over RoW has run ahead of US real economic growth relative to RoW. 

• Midterm election years historically have delivered more lackluster equity gains in the US with greater volatility. The USD also 
tends to see a short spike in volatility around midterm elections and generally weaker returns heading into them. 
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Tail risk hedge – Lofty equity valuation is bearish AUD

• US equity valuation remains lofty despite strong earnings and a -10% rout in Q1 '26. US equity on average sees -10% drawdown 
every 2.5 years, but cases of multiple -10% selloffs within the same year have occurred in 1997, 1999, and 2018. All three 
historical analogs were unanimously bearish for AUD.

• We continue to see AUD as the most vulnerable G10 currency in the case of another US equity rout later this year. Each big-figure 
rise for VIX has historically induced 20bps of AUD depreciation. Positioning and domestic fundamentals are also no longer as 
supportive for AUD as they were in H1 '26.
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Currency Views and Trade Ideas02  
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USD – Capped upside and downside in H2 '26

• USD upside breakout in June was driven by price action in US trading hours. Europe and Asia-hour USD price action was relatively 
more muted.

• US-hour USD return is correlated with the Fed's rate hike pricing relative to global central banks. Our base case sees no Fed rate 
hikes for 2026. Tempered Fed rate hike expectations should limit the extent of USD upside in US hours. 
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USD – Capped upside and downside in H2 '26

• At the same time, the Fed is also unlikely to cut rates in 2026 given headline CPI y/y will continue to hover close to 4% even with 
0.1% m/m CPI prints for rest of the year. US labor market conditions also continue to improve on the margin.

• In our base case, we see the DXY index staying in the 98.00 – 101.00 range in H2 '26 and would look to trade the USD tactically in 
selective pairs. In G10, we are currently bullish USD against AUD but see room for USDCAD to correct lower. In EM, we are long 
USDCNH via forwards but expect high-yielding LatAm FX to stay more resilient.
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EUR – Downside tail risk has been removed

• Strait of Hormuz reopening in June effectively removed the growth downside tail risk for the Eurozone economy. Eurozone data 
surprises have already started to rebound from the Q2 trough. 

• European equities sharply underperformed the US in April/May on a combination of Eurozone growth concerns and bullish US AI 
momentum. However, European equities have rebounded since the US/Iran MOU signing. In a scenario where US equities fall on 
AI concerns, we would expect the relative equity flow theme to start becoming a bullish factor for EURUSD again. 
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JPY – Intervention risk stays in place

• Year-to-date in 2026, the JPY has been the least correlated currency to other G10 peers. JPY did not benefit when global 
currencies rallied against the USD on geopolitical risk premium unwind. When the USD broadly rallied on a hawkish Fed, USDJPY 
stayed muted due to intervention concerns.

• As long as the broad USD stays resilient with USDJPY trading above 160, intervention risk will likely continue to loom and serve as 
the main driver for USDJPY. We see greater scope for JPY to rally against G10 currencies with worsening fundamentals such as 
AUD. AUDJPY is also set to enter a period of bearish summer seasonality in July/August. 
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GBP – Upward EUR/GBP bias

• UK political risk and diverging EZ-UK economies should keep EURGBP supported above 0.86 in H2 '26. Starmer resignation on 
June 22 leading to knee-jerk lower EURGBP may be unjustified. Political risk premium and UK fiscal sustainability concerns could 
make a comeback in Q4 '26. 

• Economic data also point to higher EUR/GBP. Inflation has been more muted in the UK than in Eurozone. The unemployment rate 
remains elevated in the UK, and we see room for the market to gradually reprice BoE rate cuts in the coming months. We see the 
rest of  2026 as a buy-on-dips environment for EURGBP.
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AUD – Putting the H1 2026 rally behind

• With RBA at the end of its hiking cycle and AUD vulnerable to lofty equity valuations, we expect the AUD to unwind its year-to-
date rally in H2 '26. 70c has also become a strong resistance level for AUDUSD after the spot price broke below it in June. 

• We prefer to express a bearish AUD view against CAD or JPY. AUDCAD already trades close to its long-term resistance level at 
parity, while diverging AU-CA economic data in favor of CAD should allow AUDCAD to start retracing lower. 
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CAD – Asymmetric upside in H2 '26

• Recent USDCAD rally beyond 1.42 is inconsistent with improving economic conditions in Canada. With the help of higher energy 
prices, Canada is closing its trade deficits from 2025; we also expect domestic growth to rebound above the consensus forecast 
after consecutive quarters of negative growth.

• CAD has been one of the worst performing G10 currencies in H1 '26, but at the current spot level we see asymmetric upside for 
CAD in the second half of the year. 
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CAD – Asymmetric upside in H2 '26

• Front-end risk reversals have seen greater retracement toward USD calls vs CAD and CHF than in other USD/G10 pairs. 
Historically when USD/CAD rose above 1.42, it would retrace lower in the next month 4 out of 5 times. The one exception was Dec 
'24 where elevated trade uncertainty kept USD/CAD supported for months.

• Given our view that the US is unlikely to fully withdraw from USMCA, We see favorable risk/reward short USD/CAD via put spread. 
CAD also reached a historically low level vs global currencies ex-USD. On the crosses we are more bullish CAD vs AUD in G10.
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BRL – Contained BRL weakness into election

• USDBRL is biased to rise in the coming months into the Presidential election. However, upside will likely be contained. In recent 
election analogs, USDBRL only saw unfettered upside in 2014. In 2026, the worst scenario for Brazilian assets may be a 
continuation of the establishment reign. 

• Moderately elevated inflation also allows BRL to continue having the highest real policy rate across major world economies, 
which would help to contain USDBRL upside into the election. 
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MXN – Muted vol keeps MXN supported vs global currencies

• Year-to-date, MXN and ZAR have had the most exposure to global factors among major EM currencies. Given lack of market-
moving domestic events in Mexico and Banxico likely to stay on hold for the foreseeable future, any USDMXN upside in H2 '26 will 
be due to the broad USD effect.

• MXN realized vol remains low relative to other EM FX in 2026. A stable MXN with high carry should continue to outperform other 
EM currencies in H2 '26. 
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CNY – Long USDCNH 6-months forwards

• We believe the PBoC may lean toward a weaker CNY on a trade-weighted basis (CFETS) to support exports, which have been a strong 

driver of growth. Q2 GDP indicates that China is facing weak domestic demand, and the export engine is now vital in sustaining growth. 

• 6.70 will prove to be a high bar for USDCNH to cross. Markets have repriced that the Fed will deliver 1.5 rate hikes by year-end, which we 

think is already at the hawkish end. In our view, there is a higher probability of a dovish pivot rather than >2 hikes this year from the Fed, 

driving forward points higher and supporting our long USDCNH trade. 
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KRW – Foreign selling of Korean equites may explain weakness in KRW

• Recent KRW outperformance is notable in light of rising crude oil prices on the resurgence of Middle East geopolitical risk and falling 

equity prices for semiconductor stocks. We believe that the record listing in the US of a South Korean chipmaker has been the main driver 

for stronger KRW in July.

• USDKRW uptrend still remains intact. 1493-1494 in USDKRW is a key level to watch, as we estimate this is the level where trend 

followers would be forced to flip short. Near term, the USD uptrend in USDKRW is more likely to hold than not, as sustained USDKRW 

downside has only occurred amid a broadly weaker USD in recent years.
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Asia FX Reserves – Plenty of ammunition but bullets are precious

• Asian CBs have ample reserves to defend their currencies, and there hasn't been large drawdown in reserves in H1'26 despite Asia FX 

weakness. 

• Across Asia, however, Indonesia is concerning. FX reserves are declining faster than during prior episodes in 2022 and 2020. 

Depreciation pressures could heighten if imports keep rising and rating agencies reconsider its ratings outlook.
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INR – Unconventional intervention

• India hasn't utilized its FX reserves and is increasingly relying on the usage of FX forwards and swaps to intervene in the FX market.

• To rescue the rupee, the RBI is turning to its old playbook, raising the interest rate ceilings on Foreign Currency Non-Resident Bank 

[FCNR(B)] deposits to attract more foreign flows. Indian banks are wooing deposits from India’s 35 million-strong diaspora, with some 

offering more than 7% interest on certain FCNR(B) deposits. 
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Global Central Bank Tracker – Surging inflation data called for rate hikes

• Facing increased inflation 
upside pressure, several 
central banks have hiked 
rates in 2026. 

• In the G10, the RBA, ECB, 
BoJ, and Norges Bank have 
already hiked rates this 
year. While the crude oil 
price has come down after 
the Strait of Hormuz 
reopened, the market 
continues to price in 
lingering global rate hike 
pressure with an inverted 
yield curve for most 
countries. 

• We see limited rate hike 
pressure for global central 
banks this year. Specifically 
for the Fed, our base case is 
for it to stay on hold in our 
forecast horizon. 
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Global Central Bank Tracker – scorecard measures rate hike/cut pressures

• We estimate central bank rate hike/cut 
pressures using headline CPI distance to 
target policy rate, 3m core CPI 
momentum, unemployment rate, PMI, 
NEER, TD data surprise index, and local 
equity market return.

• The framework is qualitative; it is meant 
for FX investors to compare rate hike/cut 
pressures across countries. It does not aim 
to quantify or time the rate decisions for 
each central bank.

• Score > +1.0 corresponds to firm rate hike 
pressure based on the inputted 
macroeconomic data.

• Score between +0.5 to +1.0 corresponds 
to moderate rate hike pressure.

• Score from -0.5 to +0.5 is neutral based on 
the inputted macroeconomic data.

• Score between  -0.5 to -1.0 corresponds to 
moderate rate cut pressure.

• Score < -1.0 corresponds to firm rate cut 
pressure based on the inputted 
macroeconomic data.

Region Country now 3m ago 6m ago 1y ago

US 1.2 0.8 -0.1 -0.5

EU 1.7 1.5 -0.7 0.1

Japan 0.4 0.0 -1.0 0.5

UK 0.2 0.5 -0.5 -0.3

Australia -0.1 -0.3 0.3 -1.0

New Zealand -0.1 0.1 0.2 -0.9

Canada 0.8 -0.3 -0.3 -0.7

Switzerland 0.2 0.4 -0.9 -0.6

Norway 0.7 -0.1 -0.1 -0.2

Sweden 0.3 -0.2 -0.9 -0.5

Mexico -0.2 0.3 0.0 -0.5

Brazil 0.4 0.3 0.0 0.5

Chile -0.5 -0.4 -0.8 -0.6

Colombia 0.3 0.3 0.0 -0.2

South Africa 0.5 0.3 -0.1 -0.5

Poland -0.2 0.0 -0.8 -0.8

Hungary -0.4 -0.7 -0.6 -0.1

Czech 0.0 -0.3 -1.0 -0.3

China 1.3 1.2 0.8 -0.3

India 0.3 0.6 0.0 -0.6

South Korea 1.0 0.8 0.2 -0.1

Taiwan 0.3 0.7 0.3 -0.5

Singapore 0.1 0.4 -0.1 -0.8

Indonesia 0.7 1.0 1.1 -0.3

Thailand 1.2 0.6 0.6 -0.1

Source: TD Securities
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Global FX Valuations and Forecast Drivers (1)

• The next two pages showcase 
our FX valuation models. Our 
LFFV composite aggregates the 
fair value signals from BEER, 
FEER, PPP, and the IMF's EBA 
model.  For some PPP models, 
the half-life ranges from 6m 
(FEER) to a few years.

• Columns 5-7 provide the levels 
implied by our in-house tools 
(BEER, FEER) and the LFFV 
composite.  The final column 
plots the distribution of the gap, 
underscoring the magnitude of 
the mispricing.

• The next page demonstrates the 
implied levels based on PPP and 
various rate differential spreads 
to the USD, including the 2y, 5y, 
and 10y. We also include the 
deviation and r-squared to 
highlight the models that work 
best. 

• On short-term valuations, HFFV, 
the USD now looks broadly 
overvalued. NZD appears to be 
the most undervalued in G10 
while INR is the most 
undervalued in EM.
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Global FX Valuations and Forecast Drivers (2)
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Summary of FX Corporate Hedging Tool Instruments

Corporate FX Hedging Dashboard – Gauging vol, swaps and forwards  

Note: The Corporate Hedging Dashboard offers a top-down guide to the drivers of FX hedging decisions. It 
combines factors that dovetail closely with FX movements in the short and medium term, ranging from volatility, 
cross-currency swaps, and forward points. For this analysis, we use 1y tenors for implied vol, risk reversals, VRP, 
and forward points. In addition, all indicators are normalized with a 5y z-score to gauge the price of these 
instruments relative to history (green implies cheap, red implies rich). For instance, all pairs are expressed in 
standard market conventions, EURUSD and USDCAD. The asterisk (*) displays the level 3m ago to gauge recent 
changes. 

TD Cowen

Macro Research

 
July 13, 2026

732792_8b9e40ac-e6eb-41be-a726-9384d5884310.pdf

TDSecurities.com 45

https://www.tdsecurities.com


Low-Frequency Fair Value – A four-factor framework to gauge longer-term 
FX moves

• The USD remains overvalued from a long-term perspective against most currencies. Cheapest currencies are JPY, KRW and PHP. 
The JPY is a whopping 40% undervalued vs long-term fair value. To the contrary, only HUF, MXN, PLN and CZK are overvalued vs 
the respective long-term fair values.

• Long-term fair values should serve as a qualitative anchor rather than tradable targets. While models broadly show the JPY as 
undervalued, degrees of cheapness may drastically vary. 
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Corporate Hedging Decision Matrix – Comparing projected valuations 
versus forwards

Note: The FX Hedging Valuation Heatmap looks at FX hedging opportunities from a longer-term 
perspective.  This tool complements the FX hedging dashboard on the prior page, aiming to capture the 
gap between our fair value models relative to forward pricing at various tenors.  The result is a hedging 
recommendation matrix.  For this analysis, we use a stochastic forecasting process to project the outlook 
for spot based on current LFFV levels.  The heatmap then illustrates the largest gaps in market pricing, 
where "red" boxes imply an overvalued pair while "green" indicates an undervalued pair.        

Gauging the FX outlook relative to forward pricing based on fair value (z-score)

1W 1M 2M 3M 4M 5M 6M 9M 12M 15M 18M 2Y 3Y

EURUSD -0.1 0.0 0.1 0.1 0.1 0.1 0.2 0.2 0.2 0.3 0.3 0.3 0.5

GBPUSD -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.1

AUDUSD 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.2

NZDUSD 0.1 0.0 0.0 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.2 -0.2 -0.3 -0.3

CADUSD 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.1 -0.2 -0.1

JPYUSD 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2

CHFUSD -0.1 0.0 0.1 0.1 0.1 0.2 0.2 0.3 0.4 0.4 0.5 0.7 1.4

NOKUSD -0.3 -0.2 -0.2 -0.2 -0.2 -0.2 -0.1 -0.2 -0.2 -0.3 -0.3 -0.4 -0.4

SEKUSD 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 -0.1 0.2

MXNUSD 0.2 0.0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.3 -0.4 -0.5 -0.6 -0.8 -1.1

BRLUSD 0.0 -0.2 -0.3 -0.3 -0.4 -0.4 -0.5 -0.7 -0.8 -1.0 -1.1 -1.4 -2.0

COPUSD 0.7 0.3 0.1 0.0 0.0 -0.1 -0.1 -0.3 -0.4 -0.5 -0.6 -0.8 -1.1

CLPUSD 0.1 0.1 0.0 0.0 0.0 0.0 -0.1 -0.2 -0.2 -0.3 -0.4 -0.5 -0.6

CNYUSD 0.4 0.4 0.4 0.5 0.6 0.6 0.7 0.8 1.0 1.1 1.1 1.4 1.9

INRUSD -0.1 -0.2 -0.3 -0.4 -0.5 -0.6 -0.6 -0.9 -1.1 -1.3 -1.5 -1.8 -2.5

KRWUSD 0.2 0.1 0.1 0.0 0.0 0.0 0.0 -0.1 -0.1 -0.2 -0.3 -0.4 -0.2

IDRUSD 0.2 0.0 -0.1 -0.3 -0.4 -0.5 -0.6 -0.8 -1.0 -1.2 -1.4 -1.7 -2.0

SGDUSD 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.4 0.5 0.5 0.6 0.8 1.3

PLNUSD -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2 -0.3 -0.3 -0.4 -0.4 -0.5 -0.4

HUFUSD 0.1 -0.1 -0.3 -0.4 -0.6 -0.7 -0.9 -1.2 -1.4 -1.6 -1.9 -2.1 -2.5

ZARUSD 0.0 -0.1 -0.1 -0.2 -0.2 -0.2 -0.3 -0.3 -0.4 -0.5 -0.6 -0.8 -1.0

Source: TD Securities
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Global FX Forecasts

Spot 2028 2029

7/10/2026 Q1 (A) Q2 (A) Q3 Q4 Q1 Q2 Q3 Q4 Q4 Q4

BBDXY 1,219 1,215 1,222 1,227 1,203 1,196 1,191 1,185 1,180 1,203 1,212

EURUSD 1.14 1.16 1.14 1.13 1.16 1.17 1.17 1.18 1.18 1.14 1.13

GBPUSD 1.34 1.32 1.33 1.33 1.35 1.36 1.36 1.37 1.37 1.34 1.33

AUDUSD 0.70 0.69 0.69 0.68 0.69 0.70 0.70 0.71 0.71 0.70 0.70

NZDUSD 0.58 0.57 0.57 0.57 0.57 0.58 0.58 0.59 0.59 0.60 0.60

USDCAD 1.42 1.39 1.42 1.41 1.39 1.39 1.38 1.38 1.37 1.35 1.35

USDJPY 162 159 163 162 159 158 156 155 153 149 149

USDCHF 0.81 0.80 0.81 0.81 0.80 0.80 0.81 0.81 0.81 0.83 0.84

USDNOK 9.78 9.69 9.90 9.82 9.74 9.61 9.51 9.42 9.32 9.65 9.74

USDSEK 9.67 9.47 9.70 9.82 9.40 9.27 9.19 9.11 9.03 9.47 9.74

USDMXN 17.49 17.94 17.49 17.30 17.25 17.30 17.35 17.40 17.45 17.70 17.80

USDBRL 5.11 5.18 5.16 5.30 5.30 5.20 5.17 5.13 5.10 5.00 5.00

USDCOP 3,247 3,674 3,429 3,300 3,400 3,500 3,533 3,567 3,600 3,700 3,800

USDCLP 926 926 922 900 875 850 850 850 850 850 850

USDCNY 6.78 6.89 6.79 6.85 6.70 6.65 6.60 6.55 6.50 6.80 6.90

USDINR 95.33 94.83 94.67 96.00 95.00 94.00 93.33 92.67 92.00 94.00 93.00

USDKRW 1,501 1,519 1,549 1,550 1,525 1,475 1,467 1,458 1,450 1,500 1,550

USDIDR 18,065 17,041 17,907 18,000 17,700 17,500 17,467 17,433 17,400 17,000 17,200

USDSGD 1.29 1.29 1.29 1.29 1.28 1.27 1.27 1.27 1.27 1.29 1.29

USDPLN 3.79 3.71 3.76 3.75 3.65 3.60 3.58 3.57 3.55 3.70 3.70

USDHUF 312 332 311 300 295 294 293 291 290 285 285

USDZAR 16.32 16.94 16.39 16.15 15.95 15.90 15.85 15.80 15.75 15.75 15.75

EURGBP 0.85 0.87 0.86 0.85 0.86 0.86 0.86 0.86 0.86 0.85 0.85

EURJPY 185 183 186 183 184 183 183 182 181 170 168

EURCHF 0.92 0.92 0.92 0.92 0.93 0.93 0.94 0.95 0.96 0.95 0.95

EURNOK 11.16 11.20 11.31 11.10 11.30 11.20 11.13 11.06 11.00 11.00 11.00

EURSEK 11.03 10.94 11.08 11.10 10.90 10.80 10.75 10.70 10.65 10.80 11.00

EURPLN 4.33 4.29 4.30 4.24 4.23 4.19 4.19 4.19 4.19 4.22 4.18

EURHUF 356 384 356 339 342 342 342 342 342 325 322

EURCAD 1.62 1.61 1.62 1.59 1.61 1.61 1.61 1.62 1.62 1.54 1.53

Source: TD Securities
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ADDENDUM

Important Disclosures and Information

Important Disclosures and Information

“TD Securities” is a trademark of The Toronto-Dominion Bank ("TD") and represents certain investment banking, capital markets and wholesale banking activities

conducted through certain subsidiaries and branches of The Toronto-Dominion Bank worldwide. “TD Cowen” is a division of TD Securities and represents a marketing

name of certain businesses within TD Securities, including for TD Securities Global Research and Strategy.

Global Strategy produces macro commentaries on rates, foreign exchange and commodities. Materials produced by Global Strategy are not intended as Equity or Debt

Research Reports as defined in the Financial Industry Regulatory Authority ("FINRA") Rules 2241 or 2242, respectively, or as Research Reports as defined in the Canadian

Investment Regulatory Organization ("CIRO") Dealer Member Rule 3600 Part B. This material has not been prepared, is not intended, and should not be interpreted as

a research report or investment recommendation regarding securities of any company. Investors should not consider purchasing or selling securities based upon any

information contained in this document.

Our reports are simultaneously available to all clients on our client website:

https://portal.tdsecurities.com/alpha

TD Securities is not responsible for the redistribution of this material by third-party aggregators or any other party.

The information, opinions, commentaries, estimates and forecasts are as of the date of this report and subject to change without prior notification. We seek to update

our materials as appropriate, but various regulations may prevent us from doing so. Macro commentaries are published at irregular intervals as appropriate in the

author’s judgement.

Historic information regarding performance is not indicative of future results and investors should understand that statements regarding future prospects may not be

realized. All investments entail risk, including potential loss of principal invested. Performance analysis is based on certain assumptions, the results of which may vary

significantly depending on the inputs assumed.

This material is published solely for information purposes, and is not to be construed as accounting, legal or tax advice. Other than disclosures relating to TD Securities,

the information herein is based on sources we believe to be reliable but is not guaranteed by us and does not purport to be a complete statement or summary of the

available data. Any opinions expressed herein are statements of our judgment on this date and are subject to change without notice. The opinions and commentaries

herein do not take into account individual client circumstances, objectives or needs and are not intended as an offer or solicitation with respect to the purchase or sale

of any security. The recipients of this material must make their own independent decisions regarding any predictions, opinions or other information in this material. To

the extent that this report discusses any legal proceedings or issues, it has not been prepared to express or intended to express any legal conclusion, opinion or advice.

Our analysts, salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that

are contrary to the opinions expressed in this material.

The information contained herein is not intended for distribution to, or use by, any person in any jurisdiction where such distribution or use would be contrary to

applicable law or regulation or which would subject TD Securities to additional licensing or registration requirements. It may not be copied, reproduced, posted,

transmitted or redistributed in any form without the prior written consent of TD Securities.

Australia

If you receive this document and you are domiciled in Australia, please note that it is intended to be issued for general information purposes only and distributed to a

person who is a wholesale client, as defined in the Corporations Act 2001 and Corporations Regulations 2001, by Toronto Dominion (South East Asia) Limited ("TDSEA").

TDSEA does not hold itself out to be providing financial advice in these circumstances. TD Securities is a trademark and represents certain investment dealing and

advisory activities of The Toronto-Dominion Bank and its subsidiaries, including TDSEA. The Toronto-Dominion Bank is not an authorized deposit-taking or financial

services institution in Australia. TDSEA is a holder of an Australian Financial Services License (528885) and is regulated in Australia by the Australian Securities and

Investments Commission.

•TD Securities (USA) LLC ("TDS USA") is exempt from the requirement to hold an Australian Financial Services Licence under the Corporations Act 2001 in respect of

those financial services; and

•TDS USA is regulated by the U.S. Securities and Exchange Commission under U.S. laws, which differ from Australian laws.

Canada

No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon this report, the information contained herein, or

the merits of the securities described herein, if any, and any representation to the contrary is an offence.

Canadian clients wishing to effect transactions in any security discussed herein should do so through a qualified salesperson of TD Securities or TD Securities Inc. TD

Securities Inc. is a member of the Canadian Investor Protection Fund and is regulated by CIRO.

China, India, and South Korea

Insofar as the document is received by any persons in the People's Republic of China (“PRC”), India and South Korea, it is intended only to be issued to persons who

have the relevant qualifications to engage in the investment activity mentioned in this document. The recipient is responsible for obtaining all relevant government

regulatory approvals/licenses themselves and represents and warrants to The Toronto-Dominion Bank that the recipient's investments in those securities do not violate

any law or regulation, including, but not limited to, any relevant foreign exchange regulations and/or overseas investment regulations. The Toronto-Dominion Bank

has a representative office in Shanghai, Mumbai and Seoul which should be contacted for any general enquiry related to The Toronto-Dominion Bank or its business.

However, neither any of the Toronto-Dominion Bank offshore branches/ subsidiaries nor its representative offices are permitted to conduct business within the borders

of the PRC, India and South Korea. In locations in Asia where the Bank does not hold licenses to conduct business in financial services, it is not our intention to, and

the information contained in this document should not be construed as, conducting any regulated financial activity, including dealing in, or the provision of advice in

relation to, any regulated instrument or product. This publication is for general information only, without addressing any particular needs of any individual or entity and

should not be relied upon without obtaining specific advice in the context of specific circumstances.

Hong Kong SAR (China)
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This document, which is intended to be issued in Hong Kong SAR (China) ("Hong Kong") only to Institutional Professional Investors as defined under paragraph (a) to (i)

of the definition of Professional Investor in the Securities and Futures Ordinance (the "SFO"), has been distributed through Toronto-Dominion Bank, Hong Kong Branch,

which is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission.

Japan

For Japanese residents, please note that if you have received this document from The Toronto-Dominion Bank entities based outside Japan, it is being provided to

qualified financial institutions (“QFI”) only under a relevant exemption to the Financial Instruments and Exchange Act. If you have received this document from TD

Securities (Japan) Co., Ltd., it is being provided only to institutional investors. TD Securities (Japan) Co., Ltd. is regulated by the Financial Services Agency of Japan and

is distributing this document in Japan as a Type 1 Financial Instruments Business Operator registered with the Kanto Local Finance Bureau under registration number,

Kinsho 2992, and a member of Japan Securities Dealers Association.

New Zealand

The Toronto-Dominion Bank is not a “registered bank” in New Zealand under the Reserve Bank Act 1989.

Singapore

This report is distributed in Singapore by The Toronto-Dominion Bank, Singapore Branch or Toronto Dominion (South East Asia) Limited, and recipients in Singapore of

this report are to contact the entity from which they received this report in respect of any matters arising from, or in connection with, this report. The Toronto-Dominion

Bank, Singapore Branch and Toronto Dominion (South East Asia) Limited are regulated by the Monetary Authority of Singapore. It is only intended for distribution to a

person who is an accredited investor, institutional investor or expert investor as defined in the Singapore Securities and Futures Act.

United Kingdom and Europe

For the purposes of this disclaimer, “TD Securities” within the UK and Europe means (as applicable) TD Global Finance unlimited company ("TDGF"), TD Bank Europe

Limited ("TDBEL"), TD Execution Services Limited ("TDESL") and The Toronto-Dominion Bank, London Branch ("TDBLB"). TDBLB and TDBEL are regulated for investment

business conducted in the UK by the Financial Conduct Authority and the Prudential Regulation Authority. TDGF is regulated for investment business conducted in

Ireland by the Central Bank of Ireland. TDESL is authorised and regulated in the UK by the Financial Conduct Authority ("FCA").

TD Securities has published Summary Conflicts of Interest Policies which is available on the TD Securities website, which describes the organisational and

administrative arrangements for the prevention and avoidance of conflicts of interest. However, these may not be sufficient in every case to ensure, with reasonable

confidence, that the risk of damage to your interests will be prevented.

TD Securities’ principal trading area and investing businesses may make investment decisions that are inconsistent with views expressed in this material. TD Securities

may have a commercial relationship with issuers of financial instruments or other products discussed in this material. TD Securities maintains physical, electronic and

procedural information barriers to address the flow of information between and among departments within TD Securities, as well as its affiliates. Additionally, the

persons who are not involved with the production of this material but are reasonably expected to have access to the material prior to its completion are subject to

policies and procedures designed to manage any actual, emerging or perceived conflicts.

This material is to be communicated only to persons of a kind described in Articles 19 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion)

Order 2005.

This document is prepared, approved or disseminated in the UK by TDBLB, TDESL, TDBEL and/or in Europe by TDGF in respect of investment business. Insofar as the

document is issued in or to the United Kingdom, it is intended only to be issued to persons who (i) are persons falling within Article 19(5) ("Investment professional")

of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) are persons falling within

Article 49(2)(a) to (d) ("High net worth companies, unincorporated associations, etc.") of the Financial Promotion Order, or (iii) are persons to whom an invitation or

inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in connection with the issue or sale of

any securities may otherwise lawfully be communicated or caused to be communicated. Insofar as the document is issued in or to the European Union, it is intended

only to be issued to persons categorised as 'Per Se Professional' or 'Eligible Counterparties' as defined in S.I. No 375 of 2017, European Union (Markets in Financial

Instruments) Regulations 2017, Schedule 2.

Clients in the United Kingdom wishing to effect transactions in any security discussed herein should do so through a qualified salesperson of TDBLB, TDBEL or TDESL .

EEA clients wishing to effect transactions in any security discussed herein should do so through a qualified salesperson of TDGF.

Article 20 Market Abuse Regulation 596/2014 ("MAR") requires market participants who produce or disseminate Investment Recommendations or other information

recommending or suggesting an investment strategy to take reasonable care that such information is objectively presented, and to disclose their interests or indicate

conflicts of interest.

This document is a marketing communication and has not been prepared in accordance with legal requirements designed to promote the independence of investment

research, and is not subject to any prohibition on dealing ahead of the dissemination of investment research, although as a matter of policy, TD Securities requires its

employees not to deal ahead of the dissemination of this material.

This document has been assessed under the FCA's Conduct of Business Sourcebook ("COBS") provisions on acceptable minor non-monetary benefits (MNMB). It has

been determined that this document meets the conditions set out in COBS 2.3A.19(5)(h) and is therefore classified as an acceptable minor non-monetary benefit,

however, if you believe you have received material which you deem not to be MNMB, please contact the sender to discuss appropriate arrangements or payment

options.

In the EU, this material is provided as a MNMB for the purposes of MiFID II inducement rules, including ESMA's Q&A guidance on an 'openly available’ basis.

Copyright, User Agreement and other general information related to this report.

Copyright © 2026 The Toronto-Dominion Bank and/or its affiliates. All Rights Reserved. The TD logo and other TD trademarks are the property of The Toronto-

Dominion Bank or its subsidiaries. This material is prepared for the exclusive use of TD Cowen clients and may not be copied, reproduced, posted, displayed, modified,

redistributed, transmitted or disclosed, in whole or in part, or in any form or manner, to others outside your organization without the express prior written consent of TD

Cowen. Any unauthorized use or disclosure is prohibited. Receipt and review of this material constitutes your agreement not to reproduce, display, modify, distribute,

transmit, or disclose to others outside your organization.
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