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FX QOutlook: FX Outlook in 2026

Video highlights:

The Fed cut interest rates by a total of 75 bps in 2025, bringing the Fed fund rate down to
3.5%-3.75%. Coupled with the Fed's rate cuts and a slowdown in the labor market, the US
dollar fell by more than 9% year-to-date. The Fed started with $40 billion in securities
purchases in Dec 2025, with a gradual reduction in 2026, but the chairman emphasized
that this was not quantitative easing and mentioned that future meetings would not
necessarily result in rate cuts. Current Fed Chair ‘s leadership term ends in May, and the
market is focused on the impact of the successor on the USD. If a dovish candidate is
chosen, future rate cuts may be even larger.

However, US tax deductions, infrastructure spending, and the lagged effects of the Fed
interest rate cuts could all support the US economic recovery, this may boost the USD.
Overall, USD is expected to fluctuate between 95 and 105 level in 2026.

In Dec 2025, the BOJ raised interest rates to 0.75%. However, despite continued verbal
intervention by Japanese officials, JPY fell instead of rising after the meeting as Japan's
massive government debt and the lack of a clear timetable for further rate hikes. Japan's
core inflation remains above the BOJ's target level, and the market anticipates further
increases in wage negotiations in the spring. These factors provide justification for a rate
hike by the BOJ, supporting the JPY. The short-term resistance for USD/JPY is around
157.90 level.

The RBA kept interest rates unchanged at 3.6% in Dec 2025. The RBA mentioned
considering a rate hike in 2026, mainly due to concerns about rising inflation, indicating a
hawkish stance. Coupled with recent increases in commaodity prices, has supported the
AUD/USD. The market expects the RBA's rate-cutting cycle to have ended, with a possible
rate hike in 2026. However, Australian employment data has been volatile, with an
unexpected decrease of 21.3K jobs in Nov 2025. Also, the pace of China's economic
recovery will also influence the AUD's performance. The weekly chart shows that the
AUD/USD has successfully broken through the 200-week moving average, and there is a
possibility of testing the 0.68 level in the medium term. Short-term support can be
referenced at the 0.6650 level.

The Chinese financial market is benefited by the strengthening of the RMB. However, a
rapid appreciation of the RMB could put pressure on labor-intensive export industries. At
a time when China is focusing on boosting domestic demand, stable exports remain a
crucial pillar for economic growth. Overall, RMB appreciation can prevent capital outflows
and asset price volatility, and can also help companies expanding overseas improve their
bargaining power. However, a rapid appreciation could drag down exports, so the expected
appreciation of the RMB will be relatively moderate.

Full version is only available in Chinese language.
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This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference
purpose only. The information or opinion herein is not to be construed as professional investment advice or
any offer of, or invitation by or on behalf of the Bank to any person to purchase or sell or acquire or invest in
any investment products. The information or opinion presented has been developed internally and/or taken
from sources believed to be reliable, but the Bank makes no warranties or representation as to the accuracy,
correctness, reliabilities or otherwise with respect to such information or opinion, and assume no responsibility
for any omissions or errors in the content of this document. For information which is provided by the Information
Provider and other companies such as fund houses, it is being re-transmitted by the Bank in the ordinary
course of business to you for general information and reference purposes only. The Bank makes no warranties
or representation as to the accuracy. This document is not intended to provide any investment advice.
Investors should not make investment decisions solely based on the content of this document, nor should they
consider any content in this document as guidance for determining whether individual markets are suitable for
investment. Before making any investment decision, investors should carefully consider the risk factors
relating to an investment product in light of their own financial circumstances, investment objectives and
experiences and other personal circumstances, and should seek appropriate professional advice if necessary.
The Bank accepts no liability for any direct, special, indirect, consequential, incidental damages or other loss
or damages of any kind arising from any use of or reliance on the information or opinion herein.

Investment involves risks, investment value and return may go down as well as up. Past performance of each
investment product is not indicative of its future performance. Losses may be incurred but may not necessarily
result in profits as a result of buying and selling investment product. Investment in emerging markets involves
above average investment risks, such as possible fluctuations in foreign exchange rates, political and
economic uncertainties. The price of securities fluctuates, sometimes dramatically. The price of securities may
move down or up and may become valueless. It is as likely that losses will be incurred rather than profits made
as a result of buying or selling securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk
or liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their
value typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign
currency investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the
exchange rate of foreign currency may result in losses in the event that customer converts the foreign currency
into HKD or other foreign currencies. Renminbi is not freely convertible at present. The actual conversion
arrangement will depend on the restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is
regulated by the Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the
Securities and Futures Commission ("SFC") or any regulatory authority in Hong Kong.

No part of this document may be reproduced or transmitted in any form or by any means without the prior
written permission of the Bank.



