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EUR/USD equity beta at multi-year high

« Yesterday saw the biggest stock market rally this year, led by a strong performance in financials. This
naturally spilled over to the FX market where we still see a very high correlation with equity markets.
Given the high volatility in equities it is worth taking a look at the current FX betas (table below):

e AUD &NZD: Both AUD/USD and NZD/USD remain the main G10 currency pairs with
highest sensitivity to equity markets - and betas have risen in recent months.
This partly explains why AUD is sometimes referred to as a fast’ EUR.

« CHF & JPY: Both the defensive currencies have had their safe-haven status questioned in
recent months - for CHF most likely due to an aggressive SNB and for JPY most
likely due to poor domestic economic data. The equity beta has fallen for
JPY and correlations have fallen for both in recent months. While CHF weakened
yesterday, JPY was more resilient, emphasising its current decoupling with risk.

« EUR/USD: Both the EUR/USD beta and correlation stand close to a multi-year high. The
high beta is not self-explanatory though and if driven largely by deleveraging flows
(as we suspect), then the beta should fall markedly in an upwards trending equity
market. That is, expect smaller co-movements during ‘good times’.

« Scandies: Betas have risen strongly, suggesting that while currency specific themes
remain key, market risk sentiment has become an increasingly important driver.

Beta and correlation coefficient with S&P500 (1-day returns ; 60-day rolling window)

AUD/USD NZD/USD EUR/USD EUR/CHF USD/JPY EUR/GBP EUR/NOK USD/CAD EUR/SEK

Beta 0.52 047 0.18 0.16 0.13 -0.00 -0.18 -0.26 -0.29
(3Mago) (0.52) (0.38) (0.14) (0.14) (0.24) (-0.03) (0.11) (-0.24) (0.11)
Correlation 0.76 0.70 042 0.58 0.32 -0.01 -0.35 -0.62 -0.62
(3M ago) (0.72) (0.76) (050) (0.73) (0.78) (-0.18) (-045) (-0.67) (-050)

Source: Danske Bank
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. Risk warning

. Major risks connected with recommendations or opinions in this report, including as sensitivity analysis of relevant assumptions, are stated throughout the text.

. Expected updates

. FX Crossroads is updated every week.

. Disclaimer

. This publication has been prepared by Danske Markets for information purposes only. It has been prepared independently, solely from publicly available information and does not take into

account the views of Danske Bank’s internal credit department. It is not an offer or solicitation of any offer to pur-chase or sell any financial instrument. Whilst reasonable care has been taken
to ensure that its contents are not untrue or misleading, no representation is made as to its accuracy or completeness and no li-ability is accepted for any loss arising from reliance on it.
Danske Bank, its dffiliates or staff, may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives], of any
issuer mentioned herein. The Equity and Corporate Bonds analysts are not permitted to invest in securities under coverage in their research sector. This publication is not intended for retail
customers in the UK or any person in the US. Danske Markets is a division of Danske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory Authority and subject to
limited regulation by the Financial Services Authority (UK]. Details on the extent of our regulation by the Financial Services Authority are available from us on request. Copy-right (C) Danske
Bank A/S. All rights reserved. This publication is protected by copyright and may not be reproduced in whole or in part without permission. This publication has been prepared by the
correspondent of Auerbach Grayson & Company Incorpo-rated ["AGC”) named above on the date listed above. We are distributing this publication in the U.S. and any U.S. person receiving this
report and wishing to effect transactions in any security discussed herein, should do so only with a representative of Au-erbach Grayson & Company Incorporated. Additional information on
recommended securities is available on request.



