FX Volumes and Spreads

Volume Bid offer spread
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Volumes dropping in Q1, spreads compressing
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FX Volumes and Spreads - looking further back

Volume Bid offer spread

G10 vs. EM Electronically Traded Volumes G10 vs. EM Bid/Offer Spreads
700 35

600 30

500

~

Daily Electonrically Traded Wolume {USD - billions)
Bid/Offer Spread Cost for USD Smillion (bps)

1 h = B n
3
0
o & O 0 & N
.9 &> 2D g & & S 6" 0 & o
& & F M & o o o \‘ 0 & \qb \1 0 ooy (‘ 5 a0
g&’“\ Ky Ko z\d K 2 '¢° ..,P:"'q .,,x‘d‘ I :a,\‘9 &,,,{v ‘5\ @,@ 6”\.;» Q-,,\& n,\q& ¥ -a\é\ a}\qo’ -a\” -a\“ 4)6)’ ® 6\ ~)§ ”‘;\o &Qx g & Q'a@ 'a\° »}5?' Q'a\& a)\d&“ v
~4—G10 ~——EM em——=Gl0-10d MA ess=EM-10d MA ~—#—G10 =—#—EM e—G10-10d MA ====EM -10d MA
Sources: Primary and ECN venues Sources: Primary and ECN venues

2020/2021 vs 2022/2023
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USD performance

USD vs EUR, CHF, JPY, GBP
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USD vs PLN, ZAR, BRL, CNH
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USD shorts squeezed to start the year
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Summary of recent market moves

US GDP growth has been revised continually higher in contrast to Market pricing for Fed Funds has converged with the
elsewhere FOMC’s DOTs
2024 Consensus GDP Growth Forecast Fed funds: market implied path
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USD short positions have been fully unwound Less policy divergence suggests balanced risks for FX vol
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gl US exceptionalism has seen Fed rate cut expectations unwind and FX vol de-couple

from rates vol
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Carry still our top pick
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Room for positioning in high yielders to extend (as well as
positioning in the low yielders)
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We see further room for FX carry outperformance.
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EURUSD - range bound

Average change in DXY and 3m yields during recessions Eurozone’ broad basic balance of payments has improved
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Resilient US growth and high US yields overwhelm positive EUR fundamentals going

into year end
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https://www.nber.org/research/business-cycle-dating

GBPUSD - green shoots

GBPUSD spot vs BEER*+ fair value
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UK yields rank more highly in G10 than history

GBP 2-year yield, rank in G10
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GBP is cheap and we think high UK yields and the general election are supportive for
GBP this year
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USDJPY - treading water

Japanese investors could slow their purchases of foreign Market pricing for BoJ rate hikes have already repriced and
debt carry remains punitive
4 4 Japanese investor net purchases of foreign debt securities
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gl After the BoJ exits NIRP domestic investors could slow purchases of foreign debt but

this remains to be seen and carry is negative
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FX vol: Steady trend lower

Realised volatility trending lower from Q4 2022

Event Risk is stable except...

EURUSD 1m Realised Volatility
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Realised volatility trending lower, with only one major event priced in the calendar
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FX vol: US Election Premium

Implied election date vol has already risen

Implied 1w vol for 2024 US election;
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A lot of risk premium is already in the price for the US election
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Discussion points

* Internalisation rates impacting volumes and spreads?
* More cuts or less cuts — where is the risk asymmetry?
* |s the US election that important?

* EUR — higher or lower?
* Does BoJ matter for JPY?

» Lower volatility — the new normal?

Any questions?
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disseminated by an individual within BNPP or an affiliate via email, the individual disseminator’s job title is available in their email signature.

For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the underlying assumptions, used to evaluate financial instruments or issuers, interests or conflicts that
could impair objectivity recommendations or to 12 month history of recommendations history) are available at MARKETS 360™ Portal. If you are unable to access the website please contact your BNPP representative for a copy of this
document.


https://globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Notices.pdf
https://ssoforms.bnpparibas.com/cib/LoginForm.aspx?TYPE=33554433&REALMOID=06-000e88a0-30e2-1cdc-a2c4-83140a07f011&GUID=&SMAUTHREASON=0&METHOD=GET&SMAGENTNAME=-SM-3pHkqU1VBwR7fm63CZFPHSLmvgnlTrI%2bDHJnFUiz%2bJsbtkHM4IQvE34D2z4T9u%2bw&TARGET=-SM-https%3a%2f%2fglobalmarkets%2ebnpparibas%2ecom%2fcontentportal%2fportal--content--service%2fmarkets360
https://cib.bnpparibas/data-protection-notice/
https://ssoforms.bnpparibas.com/cib/LoginForm.aspx?TYPE=33554433&REALMOID=06-000e88a0-30e2-1cdc-a2c4-83140a07f011&GUID=&SMAUTHREASON=0&METHOD=GET&SMAGENTNAME=-SM-3pHkqU1VBwR7fm63CZFPHSLmvgnlTrI%2bDHJnFUiz%2bJsbtkHM4IQvE34D2z4T9u%2bw&TARGET=-SM-https%3a%2f%2fglobalmarkets%2ebnpparibas%2ecom%2fcontentportal%2fportal--content--service%2fmarkets360
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