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Overview

¢ USD mixed versus majors as fading Fed
bets undercut momentum.

* CAD extends technical rebound into
CPI, Alberta vote.

¢ EUR dragged lower by weak French
assets amid protests.

¢ GBP little changed but solid rebound
last week points to more gains.

* JPY softer on the session but holds
short-term range.

¢ AUD outperforms on stronger than
expected China Q3 GDP.

¢ MXN little changed, holds tight range
in mid-18s.

Canadian Headline CPI Remains Sticky
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USD Mixed as EUR Underperforms, Commodity FX Firms

FX Market Update—The USD is mixed to a little softer on the session as markets
continue to reconsider near-term Fed tightening expectations. October OIS now reflect
just 4bps of tightening risk for looming FOMC after Chairman Warsh failed to provide
specific guidance for a near-term hike in comments late last week. Swaps priced in as
much as 13-14bps of hikes (albeit briefly) around last week’s inflation data. Trends across
the G10 currencies are mixed; the AUD and NZD are outperforming behind stronger than
expected Chinese Q3 GDP data (4.5% Y/Y) while the EUR is underperforming following
the widespread protests in France. Stocks are lower in Europe, but US equity futures are
mixed, with tech stocks broadly higher. Crude prices have eased despite still elevated
geo-political tensions boosting oil supply worries. The only US data point of note today is
the October NAHB Housing Index. Housing sentiment is expected to soften modestly,
reflecting rising mortgage rates and higher input costs. The Fed’s communications
blackout is in effect ahead of the October 28t FOMC. The DXY closed out last week on a
weak note and price action overall so far today remains defensive. The weekly print on
the chart was bearish, signaling that a major top/reversal in the USD may be developing.
Markets may be reluctant to chase the USD lower into the FOMC at the end of the month,
but reduced yield support may leave the USD prone to more weakness ahead.

USDCAD (1.4089) The CAD is a relative outperformer on the session, tailing the AUD but
well ahead of the NZD on the session. There are no obvious catalysts for the CAD’s gains
— other than technical momentum and perhaps some pre-positioning into the September
CPI data at 8.30ET and the BoC's Business Outlook Survey at 11.30ET. Inflation is
expected to reflect elevated headline trends (nudging inflation up to 3.2% in the year) but
more moderate and stable core price growth (ex-energy and other core measures should
remain close to 2%). That is not the only event risk today. The Alberta vote on separation
is today. Polls close at 10ET and preliminary results could be reported within an hour, or
perhaps a little longer if the result is very close. Polling indicates relatively limited support
(20-25%) for the separation vote (today is effectively a vote about whether to have a
referendum on separation). A yes vote would be significant, but implications would be
very limited in the near-term. Rejection could drive a modest relief rise in Canadian
assets. Spot is trading right on our estimated fair value of 1.4087.

USDCAD short-term technicals: Bearish - The CAD's technical condition improved
significantly last week and continues this morning. After the CAD’s straight-line decline
through September, October has seen the USD consolidate gains and show meaningful
signs of reversing. Several rejections of 1.4295/00 (major resistance) set up a small triple
top signal on the daily chart, triggered by the USD’s push under 1.4210 last week. The
downside target of 1.4100/10 has been reached, and spot is effectively testing the 38.2%
retracement of the September USD rally at 1.4085. A USD-bearish close on the week
through last Friday tilts risks towards a more significant USD correction (50% retracement
of the September rally sits at 1.4030.

EURUSD (1.1208) The EUR is underperforming following widespread and violent protests
across France against poor conditions in schools and hospitals and broader concerns
about affordability. President Zelenskyy said the US is pushing Ukraine, not Russia to
concede, adding to geopolitical concerns. Frensh stocks and bonds are underperforming
and bond spreads versus Germany have widened to 145bps, sitting at the top of the
(recent) historic range.

EURUSD short-term technicals: Neutral/bullish — The EUR has slipped a little in overnight
trade, but losses have been limited and dips below 112 are well-supported on the
intraday chart. Intraday softness contrasts with the solid rebound from long-term
retracement support in the low 1.11s (50% retracement of the EUR’s 2025/26 rally from
the 1.01 area) and a bullish impulse on the weekly chart last week. Intraday support is
1.1175/80. Resistanceis 1.1275.
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GBPUSD (1.3335) The GBP is little changed on the session. Spot is marking time ahead of
tomorrow’s jobs and wage, with CPI released on Wednesday. Next week’s budget is starting to
attract a little attention as well, with local reports suggesting that investors are banking on
Chancellor Healey maintaining a steady hand on spending and borrowing to boost Gilts.

GBPUSD short-term technicals: Bullish — Solid GBP gains from Wednesday’s post-US CPI low
drove a huge bullish weekly reversal on the chart (outside range week). Follow through demand
so far has been limited but the scale of last week’s rebound from the weekly low and net gain is
hard to ignore. With recent price action basing around the low point of the sideways range in
place since April, the pound’s solid gain last week should put spot on course to retest the upper
end of the range (1.3650/75) in the coming weeks. Initial, key resistance sits at 1.3435 (200-day
MA).

TODAY'S CALENDAR

Time (ET) Country Release Period Consensus
8:30 CA CPINSA MoM Sep 0.2%
8:30 CA CPlYoY Sep 3.2%
8:30 CA CPl Ex Food and Energy YoY Sep 2.1%
8:30 CA CPI Core- Median YoY% Sep 2.0%
8:30 CA CPI Core-Trim YoY% Sep 1.9%
8:30 CA Consumer Price Index Sep 170.1
10:00 US NAHB Housing Market Index Oct 31
11:30 CA BoC Overall Business Outlook Survey 3Q --
1:30 CA BoC Business Outlook Future Sales 3Q --
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