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FX Focus 

Embracing A Stronger USD 
 

• Hawkish Fed signals lift USD, shifts our view to modest strength from 
rangebound. 
 

• DXY breakout targets 2 to 3 percent upside; 5 percent move requires 
oil surge or US overheating scenario. 

 

• A firmer USD alongside widening rate differentials tends to weigh 
most on low-yielders such as CHF and JPY. Procyclical carry can still 
perform, but trade resilience will depend on selecting appropriate 
funding currencies. 

 
 
The recent reset toward potential near-term Fed tightening has 
lifted US front-end yields and the USD. Our base case remains 
unchanged, with the Fed on hold through 2026. However, rising 
hawkish risks have shifted us to a modestly stronger USD stance 
from our previous rangebound view. 
 
This adjustment reinforces the divergence theme. The US 
continues to lead global growth, supported by AI boom via higher 
equity wealth as well as strong capex, widening the gap versus 
the rest of the world and underpinning tech-linked Asia. 
 
US continues to lead with the help of the AI boom, driving growth 
divergence versus the rest of the world 

 
Source: Bloomberg, Citigroup, OCBC Group Research 
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A likely b   k  b        DXY’    -month range now points to a 
modest 2 to 3 percent upside. A larger move above 5 percent 
remains a tail risk, likely driven by oil rebounding above USD100 
per barrel or signs of US overheating (i.e. declining 
unemployment rate and rising medium-term inflation 
expectations) rather than a soft landing. 
 
A break above of the 12-month range for the DXY will, under our 
new baseline, likely deliver a modest 2 to 3 percent upside 

 
Source: Bloomberg, OCBC Group Research 

 
A firmer USD alongside widening rate differentials tends to weigh 
most on low-yielders such as CHF and JPY. Procyclical carry can 
still perform, but trade resilience will depend on selecting 
appropriate funding currencies.  
 
Market focus has shifted from oil relief to Fed pressure. Terms-
of-trade support for the USD has faded as energy prices eased 
following the US-Iran deal. In contrast, hawkish FOMC signals 
have driven repricing toward higher US front-end rates and a 
stronger USD. Notably, the Fed surprise outweighed the 
geopolitical development, with oil already down around USD30 
per barrel over the past month. 
 
Markets now price a high probability of normalised Hormuz flows 
despite lingering geopolitical risks. Still, factors such as mine 
clearance, shipping insurance reinstatement, oil production 
restarts and precautionary stockpiling should slow further 
downside in oil. Lower oil prices and hawkish Fed signals have 
weighed on energy exporters, with NOK, CAD and MYR 
underperforming over the past week. 
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Concerns around Fed independence have eased following a 
hawkish first meeting under Chair Warsh. Of 18 dot plot 
participants, nine signalled hikes this year and six pointed to more 
than one. Markets now price around 40bp of tightening by year-
end, up from 20bp a week ago. 
 
Following the June dot plot shift, markets have moved away from 
pricing a prolonged pause and now see meaningful tightening risk 

 
Source: Bloomberg, OCBC Group Research 
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Source: Bloomberg, OCBC Group Research 
Note: The 3‑, 6‑, and 12‑month forecasts may vary slightly over time even 
when the underlying commodity outlook remains unchanged. This is because 
we use a single set of core forecasts anchored on quarter‑end levels. From 
these quarter‑end projections, we derive the 3‑, 6‑, and 12‑month forecasts 
using straightforward methodologies, including interpolation. This approach 
ensures internal consistency across all forecast horizons. 
 

G10 Currency Forecasts
Current          

(23 Jun 2026) 2Q26 3Q26 4Q26 1Q27 2Q27

USDJPY 162 162 163 163 163 163

EURUSD 1.14 1.13 1.12 1.11 1.10 1.10

GBPUSD 1.32 1.30 1.29 1.28 1.26 1.26

AUDUSD 0.70 0.71 0.72 0.72 0.71 0.71

NZDUSD 0.57 0.58 0.60 0.61 0.61 0.61

USDCAD 1.42 1.42 1.43 1.44 1.44 1.44

USDCHF 0.81 0.82 0.83 0.84 0.85 0.85

EURNOK 11.09 11.20 11.20 11.10 11.10 11.10

DXY 101.01 102.11 102.93 103.62 104.39 104.35

Current          

(23 Jun 2026) 3M 6M 12M

USDJPY 162 163 163 163

EURUSD 1.14 1.12 1.11 1.10

GBPUSD 1.32 1.29 1.28 1.26

AUDUSD 0.70 0.72 0.72 0.71

NZDUSD 0.57 0.59 0.60 0.61

USDCAD 1.42 1.43 1.44 1.44

USDCHF 0.81 0.83 0.84 0.85

EURNOK 11.09 11.20 11.13 11.10

DXY 101.01 102.66 103.39 104.36



             

 

 

 

 

 

 

 Follow our podcasts by searching ‘ OCBC Research Insights ’ on Telegram!   5 

 

By Global Markets  |  23 June 2026  

 
Disclaimers  

 

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other 

person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments 

mentioned herein or to participate in any particular trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of 

the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been 

compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading 

at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first 

independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate 

contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 

objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever 

is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This 

report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or 

financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a 

financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before 

you make a commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether 

the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC 

Securities Private Limited (“OSPL”) and their respective related companies, their respective directors and/or employees (collectively “Related Persons”) may or might 

have in the future, interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and 

providing broking, investment banking and other financial or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related 

Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OSPL or 

other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s 

Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, 

deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant 

Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, 

a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, commun icate, distribute, deliver or otherwise disclose 

any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial 

Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group 

shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as 

implemented in any jurisdiction). 

 

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets 

or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance. 

 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for 

delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this 

document that do not relate to the official business of OCBC Bank, BOS, OSPL and their respective connected and associated corporations shall be understood as 

neither given nor endorsed. 

 

Co.Reg.no.: 193200032W 

 

Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and Oversea-Chinese 

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or 

consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this 

material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, 

a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully 

disclosed in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more 

information about any inducements received, please contact your Relationship Manager. 

 

Cross Border Disclaimer and Disclosures 

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures. 

 

 

 


