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Summary

DXY Major Currencies Dollar Index
The dollar appreciated in the first quarter of 2021, supported by rising U.S. long-term interest rates.
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Previous Quarter Recap
 The dollar appreciated 3.7% in the first quarter of 2021 as the
U.S. and global recovery from the 2020 recession proceeded.
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 The dollar’s trough for the quarter was in early January. After that,
the dollar appreciated as Democrats won control of the U.S.
Senate and passed a $1.9 trillion stimulus plan, and as vaccine
distribution accelerated. These developments pushed U.S. longterm interest rates higher, supporting the value of the dollar.
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 PNC forecasts for the dollar to be little changed over the forecast
horizon; the consensus forecast anticipates further depreciation.
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 If the U.S. passes more fiscal stimulus after the Biden plan and
the global economy recovers faster than expected, the dollar
could be weaker than forecast. On the other hand, another major
global shock, either from the pandemic or an unrelated source,
could cause the dollar to be stronger than forecasted.
Source: Bloomberg

Currency Update
Euro

The euro depreciated in the first quarter of 2021 as the ECB accelerated asset purchases.
2 year history : 1 year forecast
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Previous Quarter Recap

US dollars per euro

 The euro depreciated 4.0% in the first quarter of 2021.
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 The euro touched the highest levels since the first half of 2018
around the Georgia special election, then depreciated through
quarter-end as the European Central Bank accelerated asset
purchases (a.k.a. quantitative easing) to slow the rise of euro longterm interest rates and lean against the appreciation of the euro.
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 PNC forecasts for the euro to recover to early 2021 levels over the
rest of 2021 as vaccine distribution catches up in the EU and the
economy reopens; the consensus forecast anticipates even more
euro appreciation in 2022.
 If there is another major global shock, either from the pandemic or
an unrelated cause, the euro could be weaker than forecasted.
Source: Bloomberg

Currency Update
Great British Pound

US dollars per British pound

Pound sterling appreciated in the first quarter of 2021 as Brexit ended and the UK distributed vaccines.
2 year history : 1 year forecast
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Previous Quarter Recap
 Pound sterling appreciated 0.8% in the first quarter of 2021 and
reached the strongest since the first half of 2018 as the UK and
EU implemented a post-Brexit trade deal.
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 The UK inoculated half of its adult population by mid-March,
boosting prospects for the recovery of the UK’s service sector.
This supported UK real interest rates and added further impetus
for pound sterling’s appreciation.
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 PNC forecasts a weaker pound by the end of 2021 as markets’
focus shifts from the immediate recovery to the U.K.’s medium-term
growth prospects; the consensus forecast is for little change.
 If there is another major global shock, either from the pandemic,
ongoing UK-EU economic frictions, or another cause, pound
sterling would likely be weaker than forecasted.
Source: Bloomberg

Currency Update
Canadian Dollar

Canadian dollars per US dollar

The Canadian dollar appreciated in the first quarter thanks to rising crude oil prices.
2 year history : 1 year forecast
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Previous Quarter Recap

 The Canadian dollar appreciated 1.3% in the first quarter of 2021,
reaching the strongest level since 2017 in March, thanks to
positive news about vaccines and rising crude oil prices. The
Canadian dollar was the best performing G10 currency in the first
quarter.
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 The Canadian dollar is strongly correlated with the price of crude
oil; the price of a barrel of Western Canadian Select reached the
highest level since 2019 in March 2021.
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 Both PNC and the consensus forecast for the Canadian dollar to
hold mostly unchanged over the next year.
 If there’s an acceleration in vaccine distribution, the BOC reduces
its QE program earlier than anticipated, and OPEC+ agree to
production cuts, the Canadian dollar is likely to be stronger than
forecasted.
Source: Bloomberg

Currency Update
Mexican Peso

Mexican pesos per US dollar

The peso depreciated in the first quarter of 2021 as U.S. long-term interest rates rose.
2 year history : 1 year forecast
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Previous Quarter Recap
 The Mexican peso depreciated 2.7% in the first quarter of 2021
and finished the quarter near its trailing two-year average.
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 Long-term interest rates rose in advanced economies and
financial markets were generally more volatile than earlier in the
recovery. These developments sapped demand for riskier
emerging market currencies including the peso.
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 PNC forecasts for the peso to continue to depreciate over the
next few quarters while the consensus forecast is for the peso to
be little changed.
 PNC forecasts for the Federal Reserve to begin tapering its
quantitative easing program in early 2022; this, as well as
Mexico’s domestic economic challenges, are downside risks to
the peso.
Source: Bloomberg

Currency Update
Japanese Yen

Japanese yen per US dollar

The Japanese yen depreciated sharply in the first quarter of 2021 as U.S. risk-free interest rates rose.
2 year history : 1 year forecast
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Previous Quarter Recap
 The yen dropped a large 7.3% in the first quarter of 2021.
 The yen reached its high for the quarter on the day of the
Georgia run-off elections, then depreciated sharply as the $1.9
trillion U.S. stimulus plan and faster vaccine distribution pushed
U.S. long-term interest rates higher.
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 The re-imposition of a state of emergency in Japan in the winter
months also weighed on the value of the yen.
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 PNC forecasts for the yen to hold its new weaker level against
the dollar, while the consensus forecasts for the yen to recover.
 If there is another major global shock, either from the pandemic
or an unrelated cause, the yen would likely be stronger than
forecasted.
Source: Bloomberg

Currency Update
Chinese Renminbi

Chinese renminbi per US dollar

The renminbi weakened in the back half of the first quarter of 2021 as U.S. long-term interest rates rose.
2 year history : 1 year forecast
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Previous Quarter Recap
 The renminbi depreciated 1.0% in the first quarter of 2021 as
China’s economy continued to recover from the recession and
global financial conditions improved.
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 The renminbi touched its strongest level since mid-2018 in
February in anticipation of more predictable U.S.-China trade
relations, then depreciated through quarter end as U.S. longterm interest rates rose and a Chinese banking regulator voiced
concerns about stock valuations, sending Chinese indices lower.
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 PNC forecasts for the renminbi to depreciate modestly in 2021,
while the consensus forecast anticipates renminbi appreciation.
 The global economic recovery is an upside risk to the renminbi,
while the eventual tightening of U.S. monetary policy and potential
trade or geopolitical tensions are downside risks.
Source: Bloomberg

Currency Update
Australian Dollar

US dollars per Australian dollar

The Australian dollar touched the highest level in three years, then dipped at the end of the first quarter.
2 year history : 1 year forecast
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Previous Quarter Recap
 The Australian dollar reached the highest level since 2017 in the
first quarter of 2021 but still fell 1.3% on net in the quarter.
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 The Australian dollar reached its intra-quarter high on February
24, supported by rising commodity prices and the strong Chinese
economic recovery. After that, higher U.S. long-term interest
rates and spillovers from Australia’s new property tax laws
contributed to a decline through the end of the quarter.
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 Both PNC and the consensus forecast anticipate little net change
for the Australian dollar over the next few quarters.
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 If the pandemic again worsens, Australia’s economic fundamentals
deteriorate due to the recent expiry of the pandemic-related wage
subsidy, or the global economy re-enters a recession, the
Australian dollar would likely be weaker than forecasted.
Source: Bloomberg

Currency Update
New Zealand Dollar

US dollars per New Zealand dollar

The New Zealand dollar weakened as the government implemented new laws to cool the housing market
2 year history : 1 year forecast
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Previous Quarter Recap
 The New Zealand dollar depreciated 2.8% in the first quarter of
2021 after reaching the strongest level since mid-2017 in February.
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 The New Zealand dollar depreciated toward the end of the quarter
after the government announced in March that tax incentives for
homebuyers would be phased out to cool the hot housing market.
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 PNC and the consensus forecast both anticipate for the New
Zealand dollar to be mostly unchanged over the next few quarters.
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 If the pandemic persists, vaccines take longer than expected to
distribute, commodity prices move lower, or New Zealand’s central
bank uses regulatory tools to cool the housing market, the New
Zealand dollar is likely to be weaker than forecasted.
Source: Bloomberg

Currency Update
Indian Rupee

Indian Rupees per US Dollar

The Indian rupee was little changed in the quarter on net as U.S. long-term interest rates rose.
2 year history : 1 year forecast
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Previous Quarter Recap

 The Indian rupee rose a scant 0.1% in the first quarter of 2021.
 The rupee reached the strongest level since the pandemic
started on February 24 as the Indian and global economies
recovered. The following week, the rupee sold off sharply as U.S
long-term interest rates rose and investors shied away from
riskier emerging market currencies. India’s rising coronavirus
cases and slow vaccine rollout, as well as higher oil prices, were
additional headwinds to the rupee.
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 PNC forecasts for the rupee to be slightly weaker over the forecast
horizon; the consensus forecast anticipates appreciation.
 If the pandemic persists, vaccines take longer than expected to
distribute, domestic economic data disappoint, oil prices rise
further, or the global economy re-enters a recession, the Indian
rupee is likely to be weaker than forecasted.
Source: Bloomberg
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Bank”) foreign exchange and derivative products group. Such Information is not a “research report” nor is it intended to
constitute a “research report” (as defined by applicable regulations). The Information is of general market, economic, and
political conditions or statistical summaries of financial data and is not an analysis of the price or market for any product or
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This document and the Information it contains is intended for informational purposes only, and should not be construed as legal, accounting,
tax, trading or other professional advice. You should consult with your own independent legal, accounting, tax and other professional advisors
before taking any action based on this Information. Under no circumstances should this document or any Information contained herein be
considered a recommendation or solicitation to buy or sell any products or services or a commitment to enter into any transaction. Eligibility for
particular products or services is conditioned upon PNC Bank’s subsequent formal agreement, which will be subject to internal approvals and
binding transaction documents. The Information contained herein on exchange and interest rates, commodity prices and market indices are
gathered from sources PNC Bank believes to be reliable and accurate at the time of publication. Therefore, PNC Bank makes no representations
or warranties regarding the Information’s accuracy, timeliness, or completeness. Further, all performance, returns, prices, or rates are for
illustrative purposes only, are subject to firm quotes, may not be achievable or indicative of future performance, actual results will vary, and
may be adversely affected by exchange rates, interest rates, commodity prices or other factors. Markets do and will change. Any Information,
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trading positions) which may impact the performance of a product described in this document. Early termination of a foreign exchange or
derivative transaction may require payment of a termination amount to or from PNC Bank depending on market rates or prices at the time of
termination. The Information contained herein is confidential and may not be disclosed, duplicated, copied, disseminated or distributed by any
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