
FX Volumes and Spreads

Bid offer spread

Volumes dropping in Q1, spreads compressing
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FX Volumes and Spreads – looking further back

Bid offer spread

2020/2021 vs 2022/2023
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USD performance

USD vs PLN, ZAR, BRL, CNH

USD shorts squeezed to start the year
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USD vs EUR, CHF, JPY, GBP 

Sources: Bloomberg, BNP Paribas Sources: Bloomberg, BNP Paribas



Summary of recent market moves

US exceptionalism has seen Fed rate cut expectations unwind and FX vol de-couple 

from rates vol
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Market pricing for Fed Funds has converged with the 

FOMC’s DOTs

US GDP growth has been revised continually higher in contrast to 

elsewhere

Sources: Bloomberg, Macrobond, BNP Paribas Sources: Federal Reserve, Bloomberg, BNP Paribas

Less policy divergence suggests balanced risks for FX vol

Sources: Bloomberg, Macrobond, BNP ParibasSources: Bloomberg, Macrobond, BNP Paribas

USD short positions have been fully unwound

3.00

3.50

4.00

4.50

5.00

5.50

6.00 %

Fed funds: market implied path

Current (6-Mar '24) 31-Dec '23 Fed DOTs

3

6

9

12

15

18

21

24

0.0

0.2

0.4

0.6

0.8

11 12 13 14 15 16 17 18 19 20 21 22 23 24

Standard deviation of G10 monetary policy (pp)*
USD 3m implied vol (rhs)



-2.0%

-1.5%

-1.0%

-0.5%

0.0%

0.5%

1.0%

1.5%

M
X

N

IN
R

B
R

L

H
U

F

S
A

R

Z
A

R

ID
R

C
L
P

P
L

N

C
Z

K

N
Z

D

G
B

P

N
O

K

C
A

D

A
U

D

S
E

K

IL
S

T
H

B

E
U

R

S
G

D

C
H

F

C
N

H

T
W

D

J
P

Y

H
K

D

3
M

 A
n
n
u
a
lis

e
d
 C

a
rr

y
 /

 I
m

p
lie

d
 V

o
l 
R

a
ti
o

USD Vol-Adj Carry Percentiles

Today -1Y

Error Bars indicate the 5-
year 95th-5th percentiles

Carry still our top pick

Room for positioning in high yielders to extend (as well as 

positioning in the low yielders)

We see further room for FX carry outperformance. 
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MXN and BRL top carry picks

Sources: Bloomberg, BNP Paribas Sources: Bloomberg, BNP Paribas
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EURUSD – range bound

Resilient US growth and high US yields overwhelm positive EUR fundamentals going 

into year end
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Eurozone’ broad basic balance of payments has improved

Sources: Macrobond, ECB, BNP Paribas.  

Average change in DXY and 3m yields during recessions

Recession start and end are those defined by NBER. See Business Cycle Dating | NBER. 

Sources: Bloomberg, BNP Paribas
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GBPUSD – green shoots

GBP is cheap and we think high UK yields and the general election are supportive for 

GBP this year

6

UK yields rank more highly in G10 than history

Sources: Bloomberg, BNP Paribas.  

GBPUSD spot vs BEER+ fair value

Sources: Bloomberg, BNP Paribas
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USDJPY – treading water

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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Market pricing for BoJ rate hikes have already repriced and 

carry remains punitive

Sources: Bloomberg, BNP Paribas.  

Japanese investors could slow their purchases of foreign 

debt

Sources: Macrobond, MoF, BNP Paribas
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FX vol: Steady trend lower

Realised volatility trending lower from Q4 2022

Sources: BNP Paribas

Event Risk is stable except…

Realised volatility trending lower, with only one major event priced in the calendar
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Sources: BNP Paribas

US ELECTION



FX vol: US Election Premium

Implied election date vol has already risen

Sources: BNP Paribas

Historical implied break evens vs 2024 pricing

A lot of risk premium is already in the price for the US election
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Sources: BNP Paribas
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2016 2020 2024 2024

t = 8-Nov-16 t = 3-Nov-20 t = 5-Nov-24

Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e

EURUSD 1.3% -1.2% -2.9% -2.6% 1.3% 0.7% 1.5% 4.1% 1.4%

USDJPY 1.8% 1.2% 4.5% 8.9% 1.2% -0.2% 0.6% -0.3% 1.7%

USDCHF 0.4% 1.0% 2.8% 3.4% 1.2% -0.8% -0.4% -2.7% 1.5%

GBPUSD 1.3% 0.1% 0.5% 1.9% 1.5% 0.5% 2.7% 3.5% 1.7%

USDCAD 2.3% 0.4% 0.6% -1.0% 1.3% -0.6% -1.4% -2.3% 1.3%

AUDUSD 1.2% -1.2% -2.2% -3.2% 1.7% 1.8% 3.2% 5.1% 2.0%

USDMXN 1.2% 6.7% 9.0% 9.4% 3.3% -2.0% -4.9% -6.6% 2.7%

USDBRL 3.8% 0.6% 6.9% 5.8% 3.0% -1.4% -5.8% -8.9% 2.4%

USDZAR 2.8% 0.6% 7.1% 0.8% 2.4% -2.3% -3.8% -5.7% 2.4%

USDCNH 1.3% 0.6% 1.2% 1.5% 1.5% -1.0% -1.3% -2.2% 1.3%

USDKRW 1.3% 0.5% 2.4% 2.2% 1.6% 0.3% -1.7% -3.0% 1.6%

USDPLN 1.5% 1.5% 4.8% 5.2% 2.3% -2.0% -3.8% -6.6% 2.2%

2016 2020

From t-1 to: From t-1 to: 

2024

t = 8-Nov-16 t = 3-Nov-20 t = 5-Nov-24

Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e

EURUSD 1.3% -1.2% -2.9% -2.6% 1.3% 0.7% 1.5% 4.1% 1.4%

USDJPY 1.8% 1.2% 4.5% 8.9% 1.2% -0.2% 0.6% -0.3% 1.7%

USDCHF 0.4% 1.0% 2.8% 3.4% 1.2% -0.8% -0.4% -2.7% 1.5%

GBPUSD 1.3% 0.1% 0.5% 1.9% 1.5% 0.5% 2.7% 3.5% 1.7%

USDCAD 2.3% 0.4% 0.6% -1.0% 1.3% -0.6% -1.4% -2.3% 1.3%

AUDUSD 1.2% -1.2% -2.2% -3.2% 1.7% 1.8% 3.2% 5.1% 2.0%

USDMXN 1.2% 6.7% 9.0% 9.4% 3.3% -2.0% -4.9% -6.6% 2.7%

USDBRL 3.8% 0.6% 6.9% 5.8% 3.0% -1.4% -5.8% -8.9% 2.4%

USDZAR 2.8% 0.6% 7.1% 0.8% 2.4% -2.3% -3.8% -5.7% 2.4%

USDCNH 1.3% 0.6% 1.2% 1.5% 1.5% -1.0% -1.3% -2.2% 1.3%

USDKRW 1.3% 0.5% 2.4% 2.2% 1.6% 0.3% -1.7% -3.0% 1.6%

USDPLN 1.5% 1.5% 4.8% 5.2% 2.3% -2.0% -3.8% -6.6% 2.2%

2016 2020

From t-1 to: From t-1 to: 

2024

t = 8-Nov-16 t = 3-Nov-20 t = 5-Nov-24

Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e t+1d t+1w t+1m Implied 1w b/e

EURUSD 1.3% -1.2% -2.9% -2.6% 1.3% 0.7% 1.5% 4.1% 1.4%

USDJPY 1.8% 1.2% 4.5% 8.9% 1.2% -0.2% 0.6% -0.3% 1.7%

USDCHF 0.4% 1.0% 2.8% 3.4% 1.2% -0.8% -0.4% -2.7% 1.5%

GBPUSD 1.3% 0.1% 0.5% 1.9% 1.5% 0.5% 2.7% 3.5% 1.7%

USDCAD 2.3% 0.4% 0.6% -1.0% 1.3% -0.6% -1.4% -2.3% 1.3%

AUDUSD 1.2% -1.2% -2.2% -3.2% 1.7% 1.8% 3.2% 5.1% 2.0%

USDMXN 1.2% 6.7% 9.0% 9.4% 3.3% -2.0% -4.9% -6.6% 2.7%

USDBRL 3.8% 0.6% 6.9% 5.8% 3.0% -1.4% -5.8% -8.9% 2.4%

USDZAR 2.8% 0.6% 7.1% 0.8% 2.4% -2.3% -3.8% -5.7% 2.4%

USDCNH 1.3% 0.6% 1.2% 1.5% 1.5% -1.0% -1.3% -2.2% 1.3%

USDKRW 1.3% 0.5% 2.4% 2.2% 1.6% 0.3% -1.7% -3.0% 1.6%

USDPLN 1.5% 1.5% 4.8% 5.2% 2.3% -2.0% -3.8% -6.6% 2.2%

2016 2020

From t-1 to: From t-1 to: 



Discussion points
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• Internalisation rates impacting volumes and spreads?

• More cuts or less cuts – where is the risk asymmetry?

• Is 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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different areas of the bank where confidential information including inside information and proprietary information is safeguarded. There is also a conflict clearance process before getting involved in a deal or transaction.

In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information flow, involvement of personnel and handling of client relations between each transaction in

such a way that the different interests are appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm policy and Anti-Bribery regulations. BNPP maintains

several policies with respect to conflicts of interest including our Personal Account Dealing and Outside Business Interests policies which sit alongside our general Conflicts of Interest Policy, along with several policies that the firm has

in place to prevent and avoid conflicts of interest.

The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their global business line received by BNPP and/or affiliates.

IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

Where relevant, the BNPP disseminator of the investment recommendation is identified in the document/communication including information regarding the relevant competent authorities which regulate the disseminator. The name of

the individual producer within BNPP or an affiliate and the legal entity the individual producer is associated with is identified where relevant, in the document/communication. The date and time of the first dissemination of this investment

recommendation by BNPP or an affiliate is addressed where relevant, in the document/communication. Where this investment recommendation is communicated by Bloomberg chat or by email by an individual within BNPP or an

affiliate, the date and time of the dissemination by the relevant individual is contained, where relevant, in the communication by that individual disseminator.

The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNPP group. The relevant Market Abuse Regulation disclosures required to be made by producers and disseminators of

investment recommendations are provided by the producer for and on behalf of the BNPP Group legal entities disseminating those recommendations and the same disclosures also apply to the disseminator.

If an investment recommendation is disseminated by an individual within BNPP or an affiliate via Bloomberg chat or email, the disseminator’s job title is available in their Bloomberg profile or bio. If an investment recommendation is

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 360TM 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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