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The next eight days will be critical in shaping the outlook for the euro, the yen
and sterling. Central banks, in particular, will have to provide answers. Market
participants expect convincing guidance to help shape their strategies.
Otherwise, these three currencies are likely to come under renewed pressure,
benefiting the USD and the CHF.

THE EUR HAS BEEN PENALISED THE MOST SINCE SEPTEMBER COMPARED TO THE JPY AND STERLING
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Note: all exchande rates are indexed to 100 on 1 September 2026. The JPY is expressed in terms of quantity of dollars per yen.

THE NOISE ...

The next eight days will be decisive in shaping the financial-market landscape, including FX.
Central banks, in particular, will have no choice but to provide answers; they will be compelled,
however reluctantly, to lay their cards on the table. Otherwise, tensions are likely to resurface,
particularly in bond markets, pushing long-term bond yields higher and widening yield spreads
over Bunds across the eurozone.
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Central banks are expected to offer guidance to help investors shape their future strategies. Otherwise,
the euro, sterling and even the JPY may suffer, while the USD and the CHF may benefit further.

... AND THE SIGNAL
Five key events will shape the FX outlook, with a sixth to follow next week:

1. Tomorrow, the elections in Israel will feature a contest between Bibi Netanyahu’s Likud party and the Yashar
party, led by Gadi Eisenkot. Yet, the outcome of the vote is unlikely to alter Israel’s foreign policy, particularly
towards Iran. The race between the two parties is very close, and neither is projected to reach the 61-seat
threshold required for a majority in the 120-member Knesset. Coalition nedotiations are therefore likely, with
new elections possible if they fail. The resulting uncertainty may keep the USD on bid.

2. 0OnWednesday, the Fed — along with its Chair Kevin Warsh — is expected to clarify whether it intends to proceed
with a rate-hiking cycle that carries the risk of over-tightening. Markets have already begun to adjust to their
expectations following less aggressive remarks from influential Fed officials such as John Williams and Michelle
Bowman. We expect the Fed to stay on hold at this meeting and to hike in December. However, what will matter
is how hawkish Warsh will sound in his overall assessment of the economic outlook. Less hawkish signals would
likely keep the 10Y UST vyield below 5% and put further downward pressure on the USD. Conversely, a
reaffirmation of the Fed’s hawkish stance would push the 10Y UST yield back towards its recent 24-year peak of
5.3475%, reinvigorate the US unit and drag EUR-USD towards or even below its recent low of 1.1114.

3. Also on Wednesday, the UK will unveil its autumn buddet. This will be the first significant test of the new
Burnham government’s fiscal strategy. In the past, concerns about the UK’s potentially spiraling public finances,
specifically regarding the cost of borrowing and rising debt levels, weighed on sterling, even as gilt yields
climbed. The government has committed to honoring the 2024 manifesto promise not to increase the main
rates of Income Tax, employee National Insurance, or VAT. However, economic pressures from rising gilt yields
and global energy volatility have reduced Treasury fiscal buffers down to an estimated GBP12bn/20bn, leaving
the Chancellor balancing strict fiscal rules with pressure for spending.

4. On Thursday, the ECB, beyond preparing markets for the anticipated tightening in December, will face scrutiny
regarding whether and how it intends to address widening government bond yield spreads within the eurozone,
particularly in France. An overly tepid response risks intensifying pressure across the eurozone and weighing on
the EUR against both the USD and the CHF.

5. On Friday, the BoJ, while likely keeping interest rates steady at 1.25%, despite inflation in Japan recently
reaching the 2% tardet, will raise its inflation projections, but more critically will need to clarify the extent to
which it intends to accelerate the normalization of monetary policy. An increase to 1.50% in December is already
all but certain. The BoJ must also address whether, and by how much, it might raise its policy rate above 2% by
2027 — a level that now appears to be the minimum expected endpoint and could easily be exceeded by 2028.
The JPY may benefit from the BoJ continuing to sound hawkish, while fears of renewed Japanese and US
intervention may limit any JPY retreat.

All of this is taking place as we await the outcome of the US midterm elections on 3 November. There is a possibility
that US President Donald Trump might respond to a likely defeat by testing his emergency powers even further, while
resuming attacks on Iran.

According to reports in the US press, renewed attacks have already been coordinated with Israel, redardless of the
outcome of Tuesday'’s elections. The impact on the USD remains difficult to predict, as a potential “sell America” reaction
due to demacratic backsliding could be offset by safe-haven demand for the currency if global risk aversion escalates.

Lastly, markets are likely to brace for a big sell-off in Brazilian assets today, including the BRL, which may even exceed
pre-election values adainst the greenback beyond 5.20-5.30, after Luis Inacio Lula da Silva was re-elected president
of Brazil with 51.8% of the vote ahead of Flavio Blosonaro (48.2%).

Bolsonaro has said he will seek to have the election annulled, calling the last-minute extensions of voting hours
ordered by the Supreme Court “unacceptable”. Yet, the risks outlined above are likely to have broader implications
for markets.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future
results.

2. Ifthe investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate
strongly according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downdrading of creditworthiness. In
the event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation
of the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.
8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only.
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