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Tactical view (3M-6M): Our view on currencies ADCB#
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[ Negative on USD; Neutral on EURUSD and GBPUSD; Negative on USDJPY (JPY appreciation) ]

Currencies + Bullish case (+) Bearish case (-)

Trump reflationary trade, less aggressive Fed easing,  US growth underperformance, Fed

N

USD (DXY) US growth outperformance, Geopolitical tensions dovish bias, trade uncertainty. global
risk-on

ECB hawkish versus the Fed, Europe ECB dovishness, Europe growth
EURUSD outperformance, China recovery underperformance, China slowdown

Less aggressive Fed easing and BOJ policy Fed dovish bias, BoJ’s aggressive
USDJPY normalization, Safe-haven demand tightening bias

Delayed BoE rate cuts, Global risk-on UK growth concerns, Dovish BoE,
GBPUSD Global risk-off

Broad USD weakness, idiosyncratic factors Broad USD strength, idiosyncratic
EM currencies factors

Colour legend _ Current _ Previous

Source: ADCB Asset Management, “-” = Negative, “N” = Neutral, “+” = Positive
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‘[ Negative on USD; Neutral on EURUSD; Neutral on GBPUSD; Negative on USDJPY r

P Negative on the USD
USD weakness to remain but pace to slow down given the sizeable YTD loss
Concerns over Fed independence could put downward pressure on the USD
De-dollarization remains a gradual but persistent theme
While the USD has corrected, it remains overvalued in real terms
» Neutral on the EURUSD
Improved regional growth prospects and increased fiscal stimulus support the euro
The ECB’s easing cycle seems to be nearing completion
The EUR appears somewhat overvalued on a real-effective basis, justifying a neutral stance
» Neutral on the GBPUSD
Broad USD weakness supporting GBP
GBP being a risk-on currency could come under pressure during global market sell-off
GBP looking a bit expensive in real terms
» Negative on USDJPY (lower USDJPY levels, JPY appreciation)
JPY to benefit from safe-haven flows
USDJPY dynamics not accounting for narrower UST-JGB vyield spreads

JPY undervalued in real terms

Source: ADCB Asset Management
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[ Consensus expects stable EURUSD, lower USDJPY levels, higher GBPUSD and higher USDCHF levels by end-2025. ]

End of period Q424 Q125 Q225

EURUSD 1.04 1.08 1.18 1.17 1.17 1.18 1.19
GBPUSD 1.25 1.29 1.37 1.36 1.36 1.37 1.38
USDJPY 157.20 149.96 144.03 143.00 140.00 139.00 138.00
USDCHF 0.91 0.88 0.79 0.81 0.81 0.81 0.81

Note: Numbers in blue are Bloomberg consensus forecasts | Source: Bloomberg, and ADCB Asset Management
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EUR was the best performer against the USD in June ]

GBPUSD USDJPY

-0.34

Source: Bloomberg and ADCB Asset Management
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Seasonality heat map
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USD index tends to be weak in July

Seasonality heatmap
(average for period 1990-

2024) Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Dollar Index spot 0.81% 0.43% 0.23% -0.33% 0.29% -0.08% -0.37% 0.20% -0.23% 0.24% 0.47%  -0.87%
EUR-USD -1.00% @ -0.45% -0.10% 0.33% -0.25% 0.10% 0.44% -0.15% 0.43% -0.31% -0.37%
GBP-USD -0.21% | -0.77% -0.25% = 0.79% -0.34% 0.17% 0.57% @ -0.65% -0.07% 0.04% -0.21% 0.47%
USD-JPY 0.09% 0.31% 0.71% 0.13% -0.19% -0.03% -0.30% -0.40% 0.10% -0.33% 0.73%  -0.02%

Source: Bloomberg and ADCB Asset Management
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Macro
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DXY index vs Interest rate differentials
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DXY index remains weak versus wider US-G10 interest rate differentials
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Currency pairs vs 2yr interest-rate differentials ADCB(&
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EURUSD fell with the tightening of 2Y Bunds/Gilts- UST differentials
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[ Economic surprises turned positive in the US, but still underperforming peers ]

Economic surprises
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Source: Citi, Bloomberg and ADCB Asset Management
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Valuations
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Real currency valuations
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USD looks overvalued while JPY is extremely cheap in real terms
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Volatility
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Near-term volatility in G10 currencies has remained stable over the past month ]
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Source: Bloomberg and ADCB Asset Management
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[ 3-month volatility stable in EURUSD, GBPUSD and USDJPY over the past month ]
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Risk Reversal
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Option traders added their bearish bets on the GBPUSD ]
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Technical
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EURUSD remains above the moving averages levels while USDJPY trading within the moving average levels ]
EURUSD moving average GBPUSD moving average :
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Relative strength index indicator
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RSl indicator shows USDJPY close to overbought territory
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FX positioning- USD
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Leveraged funds turned net long on the USD

)
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Source: Bloomberg and ADCB Asset Management
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FX positioning- EUR
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Institutional investors further added to their net long position on the EUR

Non-commercial net
futures position in Euro FX
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Institutional investors turned net short on the GBP ]

Non-commercial net
futures position in Pound

Leveraged funds net

. Asset Manager
futures position in Pound

Institutional net futures

Source: Bloomberg and ADCB Asset Management
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[ All three types of investors reduced their net long JPY position ]
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ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu Dhabi
Global Markets under financial services permission number 170036.

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation to purchase or
dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this publication nor anything
contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication does not oblige ADCB Group to enter into
any transaction. The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely
on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and suitability of the
information and should obtain independent and specific advice from appropriate professionals or experts regarding information contained in this
publication. Investment products are not available to US persons.

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports and statistical
data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy or completeness of any
statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss or damage caused by any act or omission
taken as a result of the information contained in this publication. This publication is intended for customers who are either retail or professional investors.

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The information contained
in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any other factors
relevant to their determination. All statements as to future matters are not guaranteed to be accurate. AAML expressly disclaims any obligation to update
or revise any forward looking statement to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to the companies
covered in its publications. As a result, recipients of this publication should be aware that any or all of foregoing services may at time give rise to a
conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ from opinions expressed by other businesses
or affiliates of ADCB Group.

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB Group. They are
subject to investment risk, including possible of loss of principal amount invested. This publication may not be reproduced or circulated without ADCB
Group written authority. The manner of circulation and distribution may be restricted by law or regulation in certain jurisdictions. Persons who come into
possession of this document are required to inform themselves of, and to observe such restrictions. Any unauthorized use, duplication, or disclosure of
this document is prohibited by law and may result in prosecution.
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