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Summary
Aside from brief bouts of risk aversion in equity markets 
that prompted a modest bid for the Swiss franc, euro, 
and US dollar, currency markets in November largely 
tracked country-specific growth, fiscal, and monetary 
policy developments. The British pound led gains, 
buoyed by a late-month short squeeze following a 
relatively benign autumn budget. The Swedish krona 
was the second-best performer, supported by a mid-
month rally on stronger-than-expected inflation, a  
stable Riksbank outlook, and firmer equity markets.  
The euro was lackluster but managed a small advance, 
while the Canadian dollar saw a slight lift from better 
growth data and signs that the Bank of Canada (BoC)  
is nearing the end of its rate-cutting cycle.

The Japanese yen was the weakest G10 currency 
amid concerns over excessive fiscal spending and 
persistently loose monetary policy, though a hawkish 
speech by Bank of Japan (BoJ) Governor Ueda at the 
start of December offered some support. Meanwhile, 
the US dollar finished flat as a late-month dovish 
shift in the Federal Reserve’s (Fed) outlook cemented 
expectations for a December rate cut, erasing 
earlier gains.

We expect recent trends to persist over the next 
1–2 months, with currency markets remaining primarily 
driven by country-specific fundamentals, particularly 
growth dynamics and monetary policy outlooks. 
The main caveat is the potential for modest corrections 
in risk assets, which appear increasingly likely following 
the strong equity rally since April.
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The recent shift in Fed expectations toward a December 
rate cut, driven by softness in labor markets, has likely 
stalled the US dollar recovery seen from mid-September 
to mid-November. That said, we do not anticipate a 
material selloff through December and early January. 
Solid growth, strong equity earnings that continue 

Figure 1: November 2025 currency return vs.  
G10 average

Source: Bloomberg and State Street Global Investment Management, 
as of 30 November 2025. Past performance is not a reliable indicator 
of future performance.
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to attract investor capital, and supportive fiscal and 
monetary policies should help offset near-term risks 
from a lackluster labor market. Importantly, the dollar 
could receive a short-term boost from the upcoming 
December Fed meeting. While the rate cut itself is 
negative for the dollar, it is fully priced in. However, 
there is a risk of multiple dissents favoring a hold, 
coupled with a warning from Chair Powell that the Fed 
may pause further cuts to assess incoming data and the 
impact of prior easing. 

The yen appears well positioned to outperform, as it 
remains the most undervalued relative to declining US 
yields over the next year. The hawkish remarks by Bank 
of Japan (BoJ) Governor Ueda strengthen the case for 
at least two rate hikes by the BoJ within the next 9–12 
months, with the first potentially as early as December.

While concerns persist about excessive fiscal spending, 
the proposed budget is relatively moderate. It is unlikely 
to trigger a surge in new bond issuance, yet it supports 
growth and inflation, further reinforcing the argument 
for additional monetary tightening.

The outlook for the Australian dollar has notably 
improved, supported by the US-China trade truce, 
higher inflation, strong home price gains, solid 
employment data, and resilient consumer spending.

The Norwegian krone also appears attractive, 
underpinned by its G10-leading 4% yield and positive 
surprises in both growth and inflation. However, we 
remain cautious on long positions in Australian dollar and 
Norwegian krone, as both currencies are highly sensitive 
to equity market drawdowns and weaker oil prices.

The Canadian dollar has been out of favor for some 
time, but growth data has stabilized, and the Bank of 
Canada is likely nearing the end of its easing cycle. This 
makes the Canadian dollar appealing in our scorecards. 
Nevertheless, the upcoming renegotiation of the 
United States-Mexico-Canada Agreement (USMCA) 
trade agreement (or Canada-United States-Mexico 
Agreement [CUSMA] in Canada) is expected to involve 
tough US negotiating tactics, creating uncertainty that 
could weigh on the Canadian economy and keep the 
currency under pressure.

The British pound, Swiss franc, and euro rank lowest on 
our scorecards. The pound appears vulnerable as fiscal 
austerity, weak labor markets, and renewed disinflation 
pave the way for faster Bank of England policy easing 
and further pound softness through 2026. The franc 
faces headwinds from near-zero inflation, zero interest 
rates, and elevated tariff levels. The Swiss National Bank 
has also stepped up currency interventions to curb 
franc strength this year, primarily against the euro. The 
euro looks relatively better and should hold up during 
an equity market correction. However, growth remains 
sluggish, uncertainty surrounds the speed and quality 
of German fiscal stimulus, and French political gridlock 
continues to weigh. We expect the euro to struggle to 
break higher over the next one to two months.

We maintain our long-term view of a multi-year US 
dollar bear market, expecting the currency to decline 
by at least 15% over the coming years. Innovative 
companies and the dynamic, flexible US labor and 
capital markets continue to make the US an attractive 
destination for investment. However, we anticipate US 
economic outperformance to be materially smaller and 
less reliable than in prior cycles.

Equally important, we expect the US dollar to become 
a less effective safe-haven currency due to rising 
policy and debt risks. Even investors confident in the 
US corporate exceptionalism narrative will be strongly 
incentivized to hedge US macro risk through increased 
dollar hedging. This approach enables bottom-up 
investment in US innovation while mitigating growing 
policy and macro vulnerabilities.

Over the multi-year horizon, we favor currencies with 
positive net international investment positions, as they 
offer the greatest potential for repatriation out of US 
assets—either through outright sales or higher currency 
hedge ratios, the latter being the path of least resistance.

We also prefer countries with strong fiscal and 
monetary flexibility, as they are best positioned to 
manage significant global economic shifts and invest 
in domestic growth during this period. Finally, we favor 
currencies that are historically undervalued versus the 
US dollar, as they reflect the greatest pessimism and 
have the most room for recovery and normalization.
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On these criteria, the Japanese yen, Swedish krona, 
and Norwegian krone stand out as likely top performers. 
The Australian dollar, euro, Canadian dollar, and British 
pound should also see meaningful gains against the US 
dollar, in that order.

Conversely, the Swiss franc faces the greatest risk of 
underperformance on a total return basis, given its negative 
interest rate carry. To offset losses from ultralow rates, the 
franc would need to appreciate by roughly 3.5% per year 
for the next five years—a tall order for a currency already 
near the upper end of its long-term valuation range.

Review and Outlook by Currency
US Dollar (USD)
The US Dollar was unchanged against the G10 average in 
November. Soft equity markets at the start of the month, 
alongside better-than-expected ISM Services PMI and ADP 
employment data on the 5 November, helped lift the dollar. 
That quickly unraveled after the 7 November as equities 
rebounded and weak consumer sentiment sent the dollar 
back down, where it languished until the 19 November. 

On the 19 November, the Fed minutes revealed a strong 
hawkish dissent within the committee, sending the dollar 
sharply higher. The next day, a stronger-than-expected 
headline jobs gain in September (+119k new jobs vs. 
52k expected), solidified the dollar’s strength over the 
next several days. At that point, the US Dollar fell back to 
flat through month-end on weak September retail sales 
(-0.1% vs. +0.3% MoM expected), soft core PPI (2.6% 
YoY vs. 2.7% expected), and dovish comments from 
centrist New York Fed Governor Williams pointing to a 
December rate cut.

We came into November expecting some further upside 
but saw it as limited. That worked out. Now, the shift in 
the Fed toward a December rate cut, backed by ongoing 
softness in labor markets, has likely halted the mid-
September to mid-November US Dollar recovery. This 
opens the door to further dollar strength in December, 
though we do not see potential for a material selloff 
as growth remains solid, impressive equity earnings 
encourage investor capital to remain in the US, and 
supportive fiscal and monetary policy help offset near-
term growth risks from lackluster labor markets.

Importantly, even though we enter December with a 
negative dollar bias, it may receive a positive jolt from 
the upcoming December Fed meeting. The rate cut is 
negative, but there is a material risk that we see multiple 
dissents in favor of a hold, along with a warning from 
Fed Chair Powell that the Fed may pause the cutting 
cycle to evaluate data and the impacts of past cuts.

Overall, the dollar is caught between weak labor markets 
and easier monetary policy on one side, and resilient 
growth and attractive equity markets on the other, leaving 
it largely rangebound with moves within that range driven 
by oscillations in Fed and growth expectations.

In the long term, we retain our call for a multi-year 
US Dollar bear market that will see the currency 
lose at least 15% over the next 2–4 years. Innovative 
companies and the dynamic, flexible US labor and 
capital markets underpin the US as a strong home for 
capital investment. However, we expect the degree of 
US economic outperformance to be materially smaller 
and the reliability of the US Dollar as a safe haven to be 
materially weaker over the next 10–15 years than it has 
been for the last 10–15 years.

We believe US exceptionalism is real but overstated. 
The US is likely to lose key tailwinds that have supported 
relative earnings, GDP growth, and, by extension, high 
valuations of US equities and the US Dollar. Much of 
this traces to the US economy losing its boost from high 
fiscal deficits, substantial offshoring/globalization, and 
ultra-low interest rates—not to mention the pivot toward 
a more insular, America First global policy stance that 
leaves the US as a less reliable financial, trade, military, 
and political partner in the eyes of the rest of the world.

In contrast, investors have focused for years on the 
low-productivity regime afflicting the EU, UK, Canada, 
and Australia, as well as the serious growth headwinds 
in China driving valuations lower. We cannot spin a tale 
pointing to significant productivity revival outside the 
US, but relative to chronically pessimistic expectations, 
we expect marginal improvement, with US tariff 
policy likely to encourage greater free trade, global 
cooperation, and fiscal investment outside the US.
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Based on these views, both the return and risk of holding 
US assets should deteriorate relative to the rest of the world. 
That expected change strongly incentivizes investors to 
rotate toward a more balanced global portfolio, most likely 
through increased currency hedges that allow continued 
exposure to bottom-up US innovation while mitigating US 
macro and policy risks via the currency hedge.

The Bureau of Economic Analysis (BEA) net international 
investment position report indicates that non-US 
investors hold over USD 33 trillion of US portfolio 
investments and more than USD 62 trillion in total US 
investments excluding financial derivatives. Even a 
modest 10–15% reallocation from US assets or a 10% 
increase in the average US Dollar hedge ratio implies 
USD 3 trillion US Dollars or more in US Dollar sales. 
That’s admittedly a very simple estimate, but even 
half of that is enough to power a prolonged US Dollar 
bear market, even if the US remains among the top-
performing countries. If we were to see follow-through 
on some of the more extreme policy proposals, the flight 
from the US Dollar could be deeper and more rapid.

Canadian Dollar (CAD)
The Canadian Dollar largely followed the US Dollar through 
the month but managed to gain 0.3% relative to both the 
G10 average and the US Dollar. The Canadian Dollar moved 
sideways during the first half of November on mixed US 
Dollar performance. The best run came following better-
than-expected employment data on the 7 November, but 
that quickly gave way to renewed weakness as the US 
Dollar fell back through the 13 November. 

The big move in both the US Dollar and the Canadian 
Dollar happened between the 18 November and 
19 November as the US Dollar rallied on weaker equity 
markets and hawkish Fed minutes, pulling the Canadian 
Dollar up with it. From there, the rebound in equity 
sentiment sent the US Dollar and Canadian Dollar 
back down; however, the Canadian Dollar managed 
to hold on to some of its gains due to a pop higher on 
the 28 November in response to better-than-expected 
September GDP (+1.0% YoY vs. +0.6% expected).

Our models favor the Canadian Dollar on improved 
commodity prices and strong local equity returns, partly 
thanks to robust earnings from commodity-related 

companies. Our economic indicator remains on the 
weak side but is improving slightly. It is encouraging 
to see signs of growth stabilization, particularly the 
second consecutive strong employment report. We 
further expect that the cumulative impact of easing 
the monetary policy rate from 5% to 2.25% over the 
past 18 months should begin to lend support to the 
economy. We are watching closely for fiscal investment 
and support for tariff-hit sectors in the new government 
budget to further underpin stabilization and recovery.

Contrary to the Canadian Dollar’s decent ranking in 
our model scorecard, we struggle to see material 
appreciation as we head into 2026, given the upcoming 
renegotiation of the USMCA trade agreement (also 
known as CUSMA in Canada). We expect threats and 
tough negotiating tactics on the part of the US to keep 
the Canadian Dollar on the back foot as it destabilizes 
consumer and business sentiment, threatening growth 
and increasing the potential for lower interest rates.

We are more constructive in the medium term. 
The Canadian Dollar is cheap by our long-run fair value 
measure. We see the North American tariff dispute as 
ultimately leading to a renegotiated USMCA that largely 
preserves favorable relative tariffs for North America 
compared to the rest of the world. Canada also has 
more room for quick monetary and fiscal stimulus than 
the US, as well as ample scope for deregulation and 
greater trade with countries outside North America. 

We see scope for USD/CAD to fall into the low 1.30s 
versus the US Dollar in 2026 as clarity emerges on 
tariffs and the USMCA, the Fed resumes rate cuts, and 
we begin to see greater growth benefits from both the 
Bank of Canada’s aggressive rate cuts and Canadian 
fiscal stimulus. Ultimately, given our US Dollar bear 
market thesis, we see USD/CAD trading back below 
1.20 in coming years, though the Canadian Dollar likely 
remains sluggish versus the G10 ex-US as the weak US 
Dollar serves as a headwind.

Euro (EUR)
The euro gained 0.3% versus the G10 average in 
November, leaving it flat so far in Q4. The euro was 
driven mostly by risk sentiment and external forces, as 
there was no clear trend or surprise in EU fundamentals. 
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The European Central Bank (ECB) believes that policy is 
about right and expects to remain on hold for some time. 
CPI again came in at 2.1% YoY for October, reinforcing 
their message. Data has been decent but uninspiring. 
PMIs have largely surprised higher, though manufacturing 
remains in contractionary territory. YoY GDP was a tick 
higher for Q3 than expected but at a somewhat lackluster 
1.4% YoY. Consumer confidence remains weak but stable 
and in line with levels for the past two years. 

Against this weak, stable, and moderately constructive 
backdrop (constructive in the sense that growth is stably 
positive with inflation at target), the euro appears to have 
been driven by broad moves outside of the EU. It rallied as 
a safe alternative when equities sold off from 3 November 
through 7 November. It then gave back some of those 
gains as equity markets rallied back, only to return to its 
uptrend during the deeper mid-month equity correction. 
The V-shaped equity bounce during the last week of 
November then coincided with a steady fall in the euro, 
which finished near the midpoint of its range for the month.

We maintain a negative stance on the euro over the near 
term. EU fundamentals are okay but lackluster compared 
to other opportunities in G10. Our economic score for 
the EU is in the top half of the G10, though we expect 
absolute growth levels to be low. The ECB is likely done 
with its rate-cutting cycle, but with the policy rate at 2%, 
there are more interesting opportunities to pick up carry. 
Recent equity market underperformance on a relative 
basis and the uptrend in commodity prices also weigh 
on the outlook relative to other G10 currencies. 

The most positive factor supporting the euro is that it 
provides a nice hedge against temporary corrections 
in risk assets. Aside from that risk asset hedge, we 
prefer the Australian dollar and Norwegian krone, 
which are backed by higher yields and a better near-
term growth story. We also prefer the yen on valuation 
and an expected reduction in Japanese fiscal risk 
premium despite its ultra-low yield. We expect the euro 
to be largely rangebound versus the US Dollar, with 
oscillations in the range mostly driven by US economic 
and monetary policy data.

In the medium term, we remain constructive on the 
currency while recognizing that it is quite expensive 
on a trade-weighted basis. Strong household balance 

sheets, low unemployment, positive real wage growth, 
increased defense spending, and the proposed 500 billion 
Euro German infrastructure fund are all positive for the 
euro. The case for EU investors to pull back from their 
concentrated exposure to US assets—or at least implement 
higher average currency hedge ratios over the next few 
years—is strong as the US becomes a less reliable trade 
and security partner. These factors are likely to support the 
euro versus the US Dollar over the longer term. 

We see scope for a move up toward 1.30+ in EUR/USD in 
the next 3–5 years, driven by broad US Dollar weakness 
rather than euro strength. The medium- to long-term 
outlook against other G10 currencies is notably less 
optimistic. It is expensive versus the Japanese yen, 
Norwegian krone, Swedish krona, and Australian dollar 
and is likely to underperform those currencies over coming 
years once we work through tariff-related growth risks and 
the heightened potential for equity market volatility.

British Pound (GBP)
The British Pound rose 0.8% against the G10 average in 
November, marking the best performance in the group. 
The month began with weakness on 4 November in 
response to concerns about fiscal sustainability and 
worries that the Labour government would renege on 
its pledge to avoid tax hikes. The narrow 5–4 Bank of 
England (BoE) vote on 6 November to hold the policy 
rate at 4% helped the British Pound move back into 
positive territory, but only slightly and for a few days, as 
four members voted to reduce the rate. 

On 11 November, a weak labor market report (-22k new 
jobs vs. +5k expected) sent the pound back down. From 
there, it was surprisingly resilient, trading sideways 
near flat for the month despite softer-than-expected 
Q3 GDP (0.1% QoQ vs. 0.2% expected) and lower-
than-expected services inflation. The 21 November 
brought more bad news with a large negative surprise 
in October retail sales (-1.1% MoM vs. -0.2% expected) 
and a shift lower in services PMI from 52 to 50.5. 

Contrary to that negative news, the British Pound began 
to trend higher versus the G10, likely due to gradual 
short covering in anticipation that the autumn budget 
due on 26 November would not be as austere as feared. 
Indeed, the budget cuts came in milder than feared 
but not so mild that they reignited fiscal sustainability 
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concerns. On paper, the government increased fiscal 
headroom by about GBP 22 billion, while backloading 
most austerity measures to future years and introducing 
some additional social spending. The British Pound 
hit its November high on that day before falling back 
slightly into month-end.

We are modestly negative on the pound over the near 
term. Sterling rests on a shaky foundation of high debt, 
persistent current account deficits, and near-stagflation. 
The autumn budget was initially received well. The most 
severe austerity measures were backloaded into future 
years, limiting the near-term hit to growth, but enough 
fiscal room was established—at least on paper—to limit 
any negative reaction in the bond market. 

We see problems, though. The budget does not invest 
to break free of the low-productivity growth rut, and the 
social spending is insufficient to appease the left wing 
of the Labour Party. That threatens the stability of Prime 
Minister Starmer’s government and ultimately may lead 
to a more progressive prime minister, which, in turn, 
threatens a level of spending likely to destabilize the 
bond market and the British Pound. At the same time, 
near-term growth remains stagnant, with unemployment 
rising to 5%, a four-year high, and the budget will not 
help. Relatively high 4% yields are marginally supportive 
of the British Pound, but that support is limited by the 
fact that rates are high for unhealthy reasons.

In the long term, the story is not as shaky—at least not 
against the US Dollar and the Swiss franc. While the 
pound looks challenged versus most of the G10, against 
the US Dollar we see it stabilizing in the low 1.30s this 
year and approaching 1.40+ over the 3–5 year horizon. 
We also see the British Pound outpacing the expensive, 
low-yielding Swiss franc over coming years on a total 
return basis. Beyond the US Dollar and Swiss franc, we 
see the pound struggling over the medium term.

Japanese Yen (JPY)
The yen lost 1.6% versus the G10 in November, bringing 
its Q4 loss to 3.4%. After an initial pop higher on equity 
market weakness at the start of the month, the yen 
trended steadily lower. The negative impulse appears 
almost entirely due to concerns over loose monetary 
policy and easier-than-expected fiscal policy under the 

new Takaichi government. Comments from Takaichi’s 
Economic Growth Panel suggested that the Bank of 
Japan (BoJ) may keep rates unchanged at 0.5% until 
March 2026. On 21 November, the new administration 
introduced a large fiscal package worth 3.2% of GDP, 
though they noted that increasing tax revenue should 
limit new bond issuance. Nevertheless, the yield curve 
steepened, and the yen continued to decline. With CPI 
at 3% YoY and the growth outlook positive for 2026, 
such a stimulus in conjunction with a weak yen argues 
for even higher inflation. Thus, the cautious stance of 
the BoJ worries investors, raising fiscal risk premium 
and further weighing on the yen.

We expected November to be difficult as investors 
worried about higher fiscal spending and the potential 
for a new government to pressure the BoJ to delay 
rate hikes, but we have a more optimistic outlook. We 
think the November low is likely the near-term bottom 
for the yen, and our view has shifted positive. Going 
into December, BoJ Governor Ueda made hawkish 
comments hinting at a rate hike as early as this month. 

Growth is likely to remain positive and stable, further 
supported by the fiscal stimulus that will also help embed 
above-target inflation. Ultimately, we see 2–3 rate hikes 
from the BoJ over the next 12–15 months, while the Fed 
eases policy by 75–100 basis points over that same 
period for a total carry compression of 1.25–1.5% in favor 
of the yen. That should be sufficient to get the yen back 
toward 135 by end-2026. Thus, we have a medium-term 
bullish yen view despite acknowledging the recent rocky 
period may persist for a short time. 

In the long term, we see even more upside, with the yen 
likely to fall back into the 120–130 versus the US Dollar 
range over the next 3–5 years, consistent with our long-
term US Dollar bear market thesis.

Swiss Franc (CHF)
The Swiss franc was flat versus the G10 in November. 
A new trade deal with the US dominated the franc’s 
behavior through the month. That deal reduces tariffs 
from 39% to 15% in exchange for a commitment of 
200 billion US Dollars in capital investments into the 
US. The result was a powerful rally in the franc from 
11 November to 13 November. Those gains held for 
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a few days until a large negative surprise in Q3 GDP 
(sport-event adjusted) on 17 November (-0.5% QoQ 
vs. -0.1% expected) sent the Swiss franc on a trend 
lower. Later in the month, the franc’s downtrend was 
reinforced by the rebound in equity markets, which 
favored higher-beta, higher-yielding currencies.

We expect the Swiss franc to materially underperform 
G10 currencies going forward. It is the most expensive 
G10 currency per our estimates of long-run fair value and 
has the lowest yields and inflation in the G10. The lower 
US tariffs are helpful to the growth outlook, but inflation is 
likely to remain uncomfortably close to zero and growth 
below trend. In response, we expect the Swiss National 
Bank (SNB) to prove more amenable to direct currency 
market intervention to limit Swiss franc appreciation. 

The SNB may also be forced to move to negative policy 
rates, though we believe a move to negative rates would 
require a return to outright deflation. On a total return 
basis, accounting for the increasingly negative interest 
rate carry in long Swiss franc positions, it is difficult to 
see the franc outperforming the G10. Even versus the 
US Dollar, the franc would have to gain at least another 
10–15% over the next 3–5 years just to overcome the 
negative interest rate carry.

In addition, we do not expect portfolio rebalancing 
away from the US Dollar over the next 1–3 years to be 
as beneficial for the franc as it is for other currencies. 
Swiss investors already tend to hedge a large 
percentage of their foreign exchange risk. That means 
there is not as much room for US Dollar hedge ratio 
increases. In simpler terms, we see less scope for US 
Dollar selling and franc buying.

Norwegian Krone (NOK)
The Norwegian krone was flat in November versus the G10. 
Oil was an important drag. Brent crude prices fell early in 
the month and again from 19 November to 21 November. 
Both of those downdrafts saw the krone fall against the G10 
average. The one temporary bright spot was the upside 
surprise in CPI inflation on 10 November (3.3% YoY vs. 
3% expected). That reinforced the Norges Bank decision 
on 6 November to hold policy rates at 4% and forecast only 
one additional cut over the next year or two.

The prospect that the krone’s G10-leading interest 
rates would hold up for longer is clearly a positive for 
the currency, which rose to an intramonth high on 
13 November before weaker oil and equity markets drove 
it back into negative territory. After spending most of the 
month underwater, a bounce in equity markets over the 
final two days of the month brought the krone back to flat.

We retain a positive tactical bias on the krone despite 
potential risks from additional oil weakness and/or an 
equity market correction. Norwegian growth is holding 
up well, and following the Fed rate cut, Norway is now 
the highest-yielding G10 currency. Technically, it is tied 
with the UK as the highest-yielding G10 currency with 
a 4% overnight policy rate. But we expect the Norges 
Bank to ease policy at a slower rate than the BoE over 
2026, so that yields in Norway should exceed those of 
the UK. 

The krone is historically quite vulnerable to oil and equity 
market volatility. Oil markets have been sluggish, with 
many projecting a supply glut next year threatening weak 
price action. Equity markets look better, but as we saw in 
November, periods of volatility appear increasingly likely 
following the stellar gains since April. For these reasons, 
we see the potential for periods of substantial volatility in 
the krone despite our model’s positive outlook.

In the long term, the krone is historically cheap relative 
to our estimates of fair value and is supported by 
steady long-run potential growth and a strong balance 
sheet. Norway also has significant fiscal and monetary 
flexibility to prevent long-term damage from the current 
tariff shock. We believe the krone is setting up for solid 
gains once we reach peak tariffs, reprice risky assets, 
reprice oil, and begin to focus on tariff reductions and 
fiscal/monetary stimulus

Swedish Krona (SEK)
The Swedish krona gained 0.4% versus the G10 average 
for the month. The krona fell in the opening days of 
November alongside lower equity prices, which favored 
safe-haven currencies such as the yen, euro, and US 
Dollar. The Riksbank held its policy rate at 1.75% on 
5 November but signaled that the easing cycle was over, 
providing some support for the currency. The next day, a 



8Currency Market Commentary

strong inflation number (core CPIF at 2.8% YoY vs. 2.6% 
expected) underscored the bank’s relatively hawkish—or 
at least less dovish—message, sending the krona higher. 

The positive impulse was reinforced by a recovery in 
equity risk sentiment, which saw the krona peak up 
0.65% on 13 November relative to the G10 average. 
It gave back some of those gains as equities softened 
again, though it held in positive territory and then ticked 
back up slightly at month-end as equities bounced back 
and Q3 GDP printed a robust 1.1% QoQ on 28 November.

Our krona outlook is neutral over the near term. After 
leading the G10 in 2025 (+9.5% vs. the G10 average), 
we see the krona running out of steam. As a small, open 
economy with a less liquid currency, we expect the 
krona to see greater downside volatility in sympathy with 
higher euro volatility as France sorts out its government, 
regional growth continues to experience a tariff drag, 
and risks of a healthy pullback in equity markets appear 
elevated. This is not to say we see risks of a notable 
depreciation in the krona, just less upside for now.

Beyond our near-term concerns, we are more 
constructive. The medium-term trend in Fed policy 
favors easing, and the Riksbank appears on hold for 
an extended period. Thus, interest rate differentials are 
likely to continue to shift in Sweden’s favor. In addition, 
growth is improving, and Sweden is an attractive 
way to play potential EU fiscal stimulus considering 
French debt and political worries. Sweden has a very 
comfortable 33% debt-to-GDP ratio, partly immunizing 
the krona from global fiscal risk premium, and it has 
material exposure to the defense sector—a primary 
recipient of EU fiscal expansion. Valuation also favors 
the krona, which is historically cheap on a real effective 
basis. Finally, over a multi-year horizon, Sweden should 
benefit from gradual portfolio rebalancing under our 
long-term US Dollar bear market thesis. The scope for a 
shift in the large foreign asset holdings in both Sweden 
and the EU away from the US, even if just in the form 
of higher US Dollar currency hedges, should provide a 
material tailwind for the krona.

Australian Dollar (AUD) 

The Australian Dollar gained 0.1% versus the G10 
average in November. Local economic fundamentals 
were supportive, with the Reserve Bank of Australia 
(RBA) holding rates at 3.6% and upgrading inflation 
expectations on 03 November. That more positive 
outlook was bolstered over the month by improved 
consumer sentiment, higher-than-expected inflation, 
and a strong employment report (+42.2k new jobs vs. 
+20k expected). Nevertheless, the Australian Dollar 
struggled for most of November, following equity 
markets more than local economic and policy news. 

The currency fell well into negative territory by 
7 November alongside the early-month equity market 
sell-off. As equities bounced back between 7 November 
and 12 November, so did the Australian Dollar, only to fall 
once again as equity markets sold off from 12 November 
through 25 November. Finally, the Australian Dollar 
bounced back alongside recovering equity markets in the 
closing days of the month to finish slightly positive.

Our tactical models retain a modest positive bias on 
the Australian Dollar over the near term. The US–China 
tariff ceasefire suggests a prolonged period of relative 
stability, opening the door for a further reduction in tariff 
risk premium. Higher-than-expected CPI, improving 
consumer spending, and strong home price gains 
underpin a decent 2026 growth outlook, which should 
keep the RBA on the sidelines. 

This solidifies the Australian Dollar as one of the higher-
yielding G10 currencies heading into 2026. On top of 
that, there is ample room for fiscal support and the 
ability for more pronounced fiscal spending should we 
experience a negative global growth shock, an enviable 
position in a world of excessively high government debt.

We have some concerns that limit the degree of 
our enthusiasm. Australia faces lackluster business 
investment, high household debt service burdens, and 
a seemingly structural downshift in productivity growth. 
The Australian Dollar is also sensitive to equity market 
volatility, which appears more likely following the dramatic 
rally since April. These factors temper our tactical outlook.
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In the long term, we are quite positive on the currency. 
The Australian Dollar is significantly cheap relative to our 
estimates of fair value. As mentioned above, growth has 
been more resilient and inflation higher than expected. 
Australia also has ample room for fiscal and monetary 
stimulus to limit long-run damage from high tariffs. 

Australian investors appear to have high levels of 
currency-unhedged US Dollar asset exposure that we 
believe will be subject to higher currency hedge ratios or 
an outright rotation into a more diversified global portfolio. 
Once the world adjusts to the new tariff regime, the 
Australian Dollar has room for a material long-term rally.

New Zealand Dollar (NZD)
The New Zealand Dollar rose 0.1% versus the G10 average 
in November. The month began on a sour note with the 
global equity sell-off and a weaker-than-expected Q3 
employment report (0.0% growth vs. 0.1% expected). 
By 7 November, the New Zealand Dollar was down 1.5% 
relative to the G10 average. It found some stability there 
and rebounded slightly until another lurch lower in equity 
markets prompted a retest of the low on the 7 November. 

The Reserve Bank of New Zealand cut rates by 0.25% 
to 2.25% on 25 November but indicated that they were 
likely done with the easing cycle. The New Zealand 
Dollar shot higher on the news, which was reinforced 
into month-end by the strong bounce higher in equity 
markets. Between 25 November and 28 November, 
the New Zealand Dollar jumped over 1.6%, completely 
erasing its intramonth loss.

Our tactical model improved to a small positive outlook 
for the New Zealand Dollar over the near term. The 
pickup in consumer and business sentiment indicates 
that the economy is finding a bottom and is positioned 
to recover into next year. Interest rates are low for a 
country with a moderate fiscal deficit and a near 6% 
current account deficit, but the stable monetary policy 
outlook reduces further downside risk—especially 
relative to the US, given the increased expectation for 
Fed policy easing. The US–China trade deal and slightly 
improved Chinese growth outlook are also positive, as 
China is a key trading partner.

The New Zealand Dollar may be volatile due to its 
historically high sensitivity to global risk sentiment, 
which is likely to be unstable in this period of 
heightened global economic and policy uncertainty. 
The key is that the New Zealand Dollar has already 
fallen significantly, pricing in its low rates, higher 
cyclical beta, and below-trend growth. From here, 
stabilization and eventual improvement in fundamentals 
suggest a neutral-to-positive bias for the currency.

In the long term, our outlook is mixed. Our estimates 
of long-run fair value suggest that it is cheap versus 
the US Dollar and Swiss franc and has ample room to 
appreciate, but it is expensive against the yen and the 
Scandinavian currencies.
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