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FX is driven by capital flows not trade flows

Rising geopolitical risks have caused huge volatility for precious metals
and energy markets
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FX remained range bound with flows dominating the price action
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Elevated vol in commodities has led to an elevated vol in rates while FX
vol remained relatively subdued

US Treasury vol
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26

Notes: The vol levels are shown as 6m rolling z-scores for realized volatility
Sources: Macrobond, Bloomberg, BNP Paribas

While the trade balance has improved, USD still needs large inflows due
to large unhedged USD holdings of the global economy
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FX has remained in a range this year which has weighed on volatility

FX has been in a tight range so far this year
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Eurozone hedge ratios

Dutch and Danish pension fund unhedged USD exposure has fallen
slightly versus pre-2025

Dutch and Danish pension fund unhedged USD exposure (% of
20% - total assets) 18.1%
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The shift in FX-equity correlations during the energy shock implies a
reduced incentive to FX hedge
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Dutch investors reduced unhedged USD exposure by reducing their US
asset allocation; Danish funds did so by increasing FX hedge ratios

Contribution to change in USD unhedged exposure since end-
2024
1% ®USvsnon-US asset allocation ~ mUSD FX hedge ratio @ Total
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Institutional investor USD asset FX hedge ratio, overview

= 10-yr high/ low m 10-yr median o Last
100%
90%

80% —o—
i

50%

20% . .

30%

20% —— o

10%
0%

Q\*\ &’b\% Q\x-\ \(\ Qé\ R 'bc\ /b\x-\
¥ O @ & » N & N
Q' QQ’ > S N\ QY N
o < & @ N3

(*) FX hedge ratio on all foreign assets, as the USD split is unknown. Sources: Australian Prudential
Regulation Authority, Bank of Israel, Fund reports, De Nederlandsche Bank, Central Bank of Denmark,
BNP Paribas
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Oil exporter flows and non-USD energy trade

GCC US asset holdings breakdown (estimate)

Oil exporter current account surplus
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China’s rising share of global oil consumption GCC exports to China amounted to USD100bn in 2025
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China’s capital account is opening with rising current account surplus

Asian current account surpluses
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Geopolitical risks could stifle Chinese ODI

China outbound direct investment by region
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South Korea refocuses on domestic assets

South Korea has mainly recycled its current account surplus into Retail outbound investment is showing signs of repatriation, while NPS
outbound portfolio investment currently remains overweighted USD for its overseas portfolio
150 4 USDbn — Current account M Investment in US debt Korean retail investor outbound investment
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Sources: Macrobond, Bloomberg, BNP Paribas Sources: Seibro, NPS, BNP Paribas
Foreign investor Kospi rebalancing may be keeping USDKRW supported NPS currently remains overweighted USD for its overseas portfolio
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FED : Market is now pricing 50 bps hike

“Core” economic growth has proved remarkably stable
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The real policy rate is lower than the Fed likely expected
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We now expect the unemployment rate to decline
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Inflation has remained persistently high
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Transitioning to a tightening regime & FX impact ?

Sharpe ratio of FX pairs under BERT regimes BERT framework: Markets not yet pricing a Tightening regime
EUR 2.1 -0.7 -0.9 -0.8 =2 G
NOK 2.6 -0.1 -1.3 -1.8 2 15 N
GBP 1.7 -0.1 -1.2 1.1 g 10 Jan26. @ e
CHF 1.9 0.8 0.3 -1.0 S TR - )
JPY 15 25 22 12 £ Aug-25 g Dec-257g WNOW ® Mar-26
CAD 18 0.1 1.4 0.8 3 e @2
SEK 1.9 0.7 0.9 1.0 L P s s
AUD 3.1 0.8 1.0 1.2 @ -10 _ obtos —
NZD 28 -0.6 -0.9 1.2 S 45 Recession
CNH 1.3 -0.8 0.5 -1.2 -30 -20 -10 0 10 20 30 40
SGD 3.1 -1.1 -0.2 -1.1 10y RY move (monthly, bp)
PHP 1.6 -0.6 -0.6 -1.3 )
THB 16 0.8 0.6 13 Sources; Bloomberg, BNP Paribas
MYR 2.1 -1.0 -0.1 -1.4
IDR 1.0 -1.2 0.5 -1.2 USDJPY distribution of monthly returns under BERT regimes
KRW 1.9 -1.4 -0.9 -0.8
INR 0.9 -0.7 -1.2 -1.3
TWD 18 0.7 0.0 1.2 —B —E T —R
HUF 1.8 -0.6 -1.0 -0.7
PLN 2.3 -0.7 -1.1 -04
ZAR 1.2 -0.2 -1.3 -1.0
CzK 2.3 -0.6 -1.0 -0.6
ILS 1.7 -0.2 0.0 -0.6
BRL 2.0 -0.3 -1.6 -1.1
PEN 0.4 -0.7 0.0 -0.3
COP 1.1 -0.2 -1.0 -0.8
CLP 1.5 -0.9 -0.5 -1.0
MXN 1.5 0.1 -1.2 -0.8

8% 6% 4% 2% 0% 2% 4% 6% 8% 10% 12%
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under each regime.
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EUR: Drowning in gamma; put-side showing signs of cheapness

Strike map indicates gamma concentration around current spot

25 EURUSD Gamma-adjust trike map (16-Jun)
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...which is one reason why the spot range remains constrained
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Call-side convexity has fallen; put-side convexity remains elevated
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JPY: Intervention may not alter medium-term change trajectory

It has paid to fade the first round of Japan finance ministry intervention USDJPY - rate differential decoupling
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Japan MoF have a lot of reserves Japanese investors have been selling foreign debt in recent months

1.4 -
1.3 Japanese purchases of foreign securities, 4w sum
1.2 10.0
c 1.0
% 0.9 - c 5.0
.08 o 25
807 = I' ||| |||| I il | | Illll iy, ol .I|||I|||||||
S0 ] s 00 |||||||I e I il TR ||||||||||||||||
0.5 a -2.5
0.4 5.0
0 ] 7.5
T T T T T T T T T T T T T 1004 ® Long -term debt | Equ1ty | Short term debt
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

JuI Sep Nov Jan Mar May JuI Sep Nov Jan Mar May

=— Foreign Currency Reserves
2024 2025 2026

Sources: Macrobond, BNP Paribas

BNP PARIBAS The bank for a changing world MBGO 23d June 2026 10




AUD, GBP: Super flows bullish AUD, GBP fiscal risk premium building

Superannuation fund foreign equity currency split Superannuation fund hedge ratios over time
%
13% 35 A Aggregate hedge ratio of superannuation funds
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Andy Burnham polls as the most popular candidate in a potential In past episodes of UK political/ fiscal uncertainty EURGBP has risen
leadership race among Labour members above short-term fair value implied by BNP Paribas STEER: this time,
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The chart uses data from the Survation/Royal Holloway/UK in a changing Europe survey conducted in
Base: All respondents; Unweighted total: 1,078 Labour members
Fieldwork: 30 April-5 May 2026
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RMB: Maintain a managed mild appreciation path

Lower fixing trend confirms the appreciation path, while the wider spread

may curb excessive appreciation expectation
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Expect further RMB index upside over the medium term
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The still negative US-China rate spread may limit RMB
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INR: RBI encouraging foreign capital

inflows

USDINR holds a strong relationship with foreign portfolio flows in INR

assets
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Gross and net reserves for India
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Measures to increase Foreign Currency Non-Resident (FCNR B) deposit
inflows could bolster FX reserves
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Qil vs non-oil trade balance
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EM elections -Hungary, Colombia and Brazil- have FX impact

Poland provides a template for EU funds under Tisza leadership
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BRL spot around presidential elections
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FX Futures | Liquidity Update

Multi-year growth in FX Futures has simultaneously enhanced liquidity across both OTC and listed markets

* Average Daily Traded Volume YTD: CME FX Futures and Options totals $96.45bn
with open interest at $411.1bn.

FX Futures & Options

Historical Open Interest (Contracts)

« FXLink: Increasingly tighter spreads and more addressable sizes at top of book
means the market has benefitted from added efficiency and more sizeable
volumes.

« EFRP & Blocks: Additional use cases whereby on-screen liquidity has been
supplemented via OTC FX transactions. Buy side demand in this regard has been
noted across all institutional investor segments.

+ Other Notable KPIs

o Open interest in FX futures and options exceeded $400bn
Record open positions from Hedge Funds of ~$110bn CME Group
Record open positions from Asset Managers of ~$200bn

Over 130 customers adopting FX futures & options for the first time or
adding more currency pairs to their prior activity

o Single day traded volume records in currency pairs including EUR & NZD

o Record open interest at the currency pair level including GBP, JPY, AUD,
NOK & NZD

O

o

o

Source: CME, as of 17t June 2026
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Digital Cash and Digital FX Opportunities

Deposit Tokens

Representation of a
deposit liability at a
commercial bank or
registration of the
deposit on blockchain

» Number of payment
solutions (24/7
instantaneous) now
available

Central Bank
Digital Currencies

Digital currency
guaranteed and
regulated by a central
bank, denominated in the
sovereign currency

» Central Banks are
still working on
Pilots, only few are
live

Tokenized MMF

Representation of a
Money Market Fund as
a token on blockchain :
able to perform money-

like functions while
legally classified as
securities

» Investment
product : usage
as cash limited to
retail transactions

Stablecoins

Token issued by a
private company on
public blockchains

maintaining a stable 1:

1 currency value,
thanks to backing with
reserve assets

~ +150% growth since
end of ‘23 driven by
institutional adoption
and regulatory
clarity (US Genius
act and EU Mica)

Cryptocurrencies

Native blockchain
tokens issued by public
blockchains (e.g., Bitcoin,

Ethereum), used for
operating the blockchain

(as utility token) — value
priced by the market

Traditional Money

~ Highly volatile
market
concentrated on a
few crypto (BTC,
ETH..)

6 €p

= Atomic settlement on a payment-vs payment (PvP) basis
= Provide source of external funding 24/7

= No MDDR
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Questions & talking points

®  Will Bol rate hikes be enough to reverse the JPY’s downtrend, and how strong is the resolve to intervene?
B |f the ECB delivers further rate hikes, can EUR/USD finish the year higher?

B Will potential rate hikes from the Fed limit EM inflows and impact the performance of high-yield assets?
B |s Asia FX still a funder for carry trades despite the reversal in oil prices?

B Do we expect more hedging of USD risk from euro-zone investors this year?

B Can China’s export-driven recycling of USDs become a sustained trend this year?

B £/USD has been one of the HF favourite short in H1 2026; can we expect a change in H2?
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Prior to transacting, you should ensure that you fully understand (either on your own or through the use of independent expert advisors) the terms of the transaction and any legal, tax and accounting considerations applicable to them.
You should also consult with independent advisors and consultants (including, without limitation, legal counsel) to determine whether entering into any securities transactions contemplated herein or in the document would be contrary to
local laws. Unless the information contained herein or in the document is made publicly available by BNPP, it is provided to you on a strictly confidential basis and where it is provided to you on a strictly confidential basis you agree that
it may not be copied, reproduced or otherwise distributed by you, whether in whole or in part (other than to your professional advisers), without our prior written consent.

BNP Paribas may use Al Tools to assist in the preparation of reports and/or other materials. Notwithstanding any such use of Al Tools, all presented forecasts and recommendations are made by the BNP Paribas personnel identified in
the relevant report. For the avoidance of doubt, you are not permitted to use Al Tools that have not been provided by or made available by BNP Paribas in connection with this document or the information herein, without our express prior
written consent. For the purposes of this section, “Al Tools” means machine-based systems designed to operate with varying levels of autonomy and that may exhibit adaptiveness after deployment and that, for explicit or implicit
objectives, infer, from the input they receive, how to generate outputs such as predictions, content, recommendations, or decisions that can influence physical or virtual environments.

Neither we, nor any of our affiliates, nor any of their respective directors, partners, officers, employees or representatives accepts any liability whatsoever for any direct or consequential loss arising from any use of this document or its
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IMPORTANT DISCLOSURES by producers and disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

Although the disclosures provided herein or in the document have been prepared on the basis of information we believe to be accurate, we do not guarantee the accuracy, P 1ess or reasor
disclosures provided herein or in the document have been prepared in good faith and are based on internal calculations, which may include, without limitation, rounding and approximations.

of any such disclosures. The

BNPP may be a market maker or liquidity provider in financial instruments of any issuer(s) mentioned in the recommendation.

BNPP may provide such services as described in Sections A and B of Annex | of MiFID Il (Directive 2014/65/EU), to the any issuer(s) to which this investment recommendation relates. However, BNPP is unable to disclose specific
relationships/agreements due to client confidentiality obligations.

Section A and B services include A. Investment services and activities: (1) Reception and transmission of orders in relation to one or more financial instruments; (2) Execution of orders on behalf of clients; (3) Dealing on own account;
(4) Portfolio management; (5) Investment advice; (6) Underwriting of financial instruments and/or placing of financial instruments on a firm commitment basis; (7) Placing of financial instruments without a firm commitment basis; (8)
Operation of an MTF; and (9) Operation of an OTF. B. Ancillary services: (1) Safekeeping and administration of financial instruments for the account of clients, including custodianship and related services such as cash/collateral
management and excluding maintaining securities accounts at the top tier level; (2) Granting credits or loans to an investor to allow him to carry out a transaction in one or more financial instruments, where the firm granting the credit or
loan is involved in the transaction; (3) Advice to undertakings on capital structure, industrial strategy and related matters and advice and services relating to mergers and the purchase of undertakings; (4) Foreign exchange services
where these are connected to the provision of investment services; (5) Investment research and financial analysis or other forms of general recommendation relating to transactions in financial instruments; (6) Services related to
underwriting; and (7) Investment services and activities as well as ancillary services of the type included under Section A or B of Annex 1 related to the underlying of the derivatives included under points (5), (6), (7) and (10) of Section C
(detailing the MIiFID Il Financial Instruments) where these are connected to the provision of investment or ancillary services.

BNPP do not, as a matter of policy, permit pre-arrangements with issuers to produce recommendations. BNPP and/or its affiliates as a matter of policy do not permit issuers to review or see unpublished recommendations. BNPP
acknowledge the importance of conflicts of interest prevention and have established robust policies and procedures and maintain effective organisational structure to prevent and avoid conflicts of interest that could impair the
objectivity of this recommendation including, but not limited to, information barriers, personal account dealing restrictions and management of inside information.
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BNPP understand the importance of protecting confidential information and maintain a “need to know” approach when dealing with any confidential information. Information barriers are a key arrangement we have in place in this regard.
Such arrangements, along with embedded policies and procedures, provide that information held in the course of carrying on one part of its business to be withheld from and not to be used in the course of carrying on another part of its
business. It is a way of managing conflicts of interest whereby the business of the bank is separated by physical and non-physical information barriers. The Control Room manages this information flow between different areas of the
bank where confidential information including inside information and proprietary information is safeguarded. There is also a conflict clearance process before getting involved in a deal or transaction.

In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information flow, involvement of personnel and handling of client relations between each transaction in
such a way that the different interests are appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm policy and Anti-Bribery regulations. BNPP
maintains several policies with respect to conflicts of interest including our Personal Account Dealing and Outside Business Interests policies which sit alongside our general Conflicts of Interest Policy, along with several policies that
the firm has in place to prevent and avoid conflicts of interest.

The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their global business line received by BNPP.
IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

Where relevant, the BNPP disseminator of the investment recommendation is identified in the document including information regarding the relevant competent authorities which regulate the disseminator. The name of the individual
producer within BNPP and the legal entity the individual producer is associated with is identified where relevant, in the document. The date and time of the first dissemination of this investment recommendation by BNPP is addressed
where relevant, in the document. Where this investment recommendation is communicated by Bloomberg chat or by email by an individual within BNPP, the date and time of the dissemination by the relevant individual is contained, where
relevant, in the communication by that individual disseminator.

The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNPP group. The relevant Market Abuse Regulation disclosures required to be made by producers and disseminators of investment
recommendations are provided by the producer for and on behalf of the BNPP Group legal entities disseminating those recommendations and the same disclosures also apply to the disseminator.

If an investment recommendation is disseminated by an individual within BNPP via Bloomberg chat or email, the disseminator’s job title is available in their Bloomberg profile or bio. If an investment recommendation is disseminated by
an individual within BNPP via email, the individual disseminator’s job title is available in their email signature.

For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the underlying assumptions, used to evaluate financial instruments or issuers, interests or conflicts that
could impair objectivity recommendations or to 12 month history of recommendations history) are available at MARKETS 360™ Portal. If you are unable to access the website please contact your BNPP representative for a copy of this
document.


https://markets360.bnpparibas.com/contentportal/portal-content-service/markets360
https://markets360.bnpparibas.com/contentportal/portal-content-service/markets360
https://markets360.bnpparibas.com/contentportal/portal-content-service/markets360

	Slide 1
	Slide 2: FX is driven by capital flows not trade flows
	Slide 3: FX has remained in a range this year which has weighed on volatility 
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8: FED : Market is now pricing 50 bps hike
	Slide 9
	Slide 10: EUR: Drowning in gamma; put-side showing signs of cheapness 
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16: FX Futures | Liquidity Update
	Slide 17: Digital Cash and Digital FX Opportunities
	Slide 18: Questions & talking points 
	Slide 19: LEGAL NOTICE
	Slide 20: LEGAL NOTICE
	Slide 21: LEGAL NOTICE

