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FX highlights into the Year of the Horse

¢ The AUD leads G10 currencies; this is likely to continue in
the Year of the Horse...

¢ ...but conditions have yet to materialise for a lasting JPY
recovery, in our view

+ Resilience could be found in the RMB throughout the year

AUD: G10’s top performer

The AUD has appreciated by more than 6.0% against the USD so far this year,
outperforming other G10 currencies, with the NOK and NZD following closely behind
(Bloomberg, 12 February). The AUD’s robust performance is largely attributed to the
Reserve Bank of Australia’s (RBA) rate hike on 3 February - the first such move
among G10 central banks in 2026. Additional momentum has come from external
drivers, such as a soft USD and strong commodity and equity markets.

Looking ahead, expectations of further rate increases, and Australia’s favourable
structural fundamentals are likely to underpin continued AUD strength, even if
external tailwinds subside. Notably, net inflows from portfolio investment and
foreign direct investment (FDI) are more than sufficient to offset the current account
deficit (Chart 1). Furthermore, Australia’s debt profile provides resilience against
fiscal vulnerabilities, despite rising public sector demand. Collectively, these factors
suggest the AUD is well positioned for ongoing outperformance.

JPY: Post-election volatility remains

Market attention has also shifted to the JPY, following Prime Minister Sanae
Takaichi’s Liberal Democratic Party (LDP) securing a supermajority in Japan’s
Lower House snap election. Japan’s Ministry of Finance’s (MoF) persistent verbal
FX intervention and a soft broad USD backdrop may set a ceiling for USD-JPY
over the near term, but a lasting JPY recovery will probably require more rate hikes
from the Bank of Japan, fiscal discipline from the authorities or supportive capital
flows. We still think that USD-JPY will remain choppy this year.

1. Australia’s portfolio investment and 2. USD-RMB broke below the 6.90 level
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RMB: Resilience

The RMB has strengthened by more than 1% against the USD year-to-date, with
USD-RMB breaking below 6.90 for the first time in 33 months (Chart 2). China’s
domestic agenda, particularly RMB internationalisation, and favourable seasonal
flows are expected to continue supporting the currency throughout 2026.
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The AUD is leading G10
currencies this year

Favourable domestic
fundamentals could provide
support for the AUD, even if

external tailwinds fade

For now, the JPY is likely to
benefit from verbal intervention
and a softer USD, but sustained

recovery awaits

The RMB will probably show
resilience this year
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Disclosure appendix

Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities or other investment products mentioned in it and/or to participate in any trading strategy. Information in this
document is general and should not be construed as personal advice, given it has been prepared without taking account of the
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the
appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value
that could equal or exceed the amount invested. Value and income from investment products may be adversely affected by
exchange rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future
results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Additional disclosures
1 This report is dated as at 13 February 2026.

2 All market data included in this report are dated as at close 12 February 2026, unless a different date and/or a specific
time of day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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