
 

 

◆ Cyclical drivers point to USD gains with a more hawkish Fed, 

while elevated energy prices also provide support 

◆ The EUR faces headwinds from gas prices and if the ECB 

fails to deliver the tightening already priced by markets  

◆ GBP-USD could weaken as the resilient US economy 

contrasts with the UK’s more tepid activity 

 
We expect the broad USD to strengthen modestly in the near term as cyclical, 

political and structural forces turn more supportive or become less of a headwind. 

The key question is whether US rate expectations will remain firm relative to 

those elsewhere. However, energy-price resilience and a broader reassessment of 

fiscal risk should also favour the USD at the margin. We look at two currencies 

where we think the USD has the upper hand. 

EUR: rate and energy headwinds 

The EUR remains vulnerable to uncertainty over the European Central Bank’s 

appetite to raise rates, particularly given the Federal Reserve’s more hawkish 

messaging at its September meeting. Even if the relative rates story does not drive 

dramatic moves in EUR-USD, Europe’s greater exposure to elevated energy costs 

could weigh on growth and the external balance. Despite stronger PMI readings, 

other economic data in September has generally disappointed so far (Chart 1), 

posing challenges for the EUR. 

GBP: weak UK growth 

Weak UK labour demand and sluggish private sector momentum could weigh on the 

GBP in the near term, particularly as the US economy is looking more resilient. 

Markets are already pricing around 100bp of tightening from the Bank of England by 

July 2027, but higher energy prices create a difficult policy mix: inflation risks are 

rising even as growth momentum faces a challenging outlook. The run-up to the 

budget update on 28 October may add further pressure, with elevated gilt yields 

(Chart 2) and difficult fiscal choices ahead for the new Chancellor. 

   

1. Eurozone activity surprises have 
shown some signs of peaking  

 2. GBP-USD rich versus rate 
differentials 

 

 

 

Source: HSBC, Bloomberg. Note: Updated as of 20 Sep 2026  Source: HSBC, Bloomberg 
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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. 

HSBC may use Artificial Intelligence (AI) tools approved for adoption within HSBC in the development of its research reports, 

utilizing these technologies to analyse large volumes of data, enhance efficiency and improve the overall user experience. This 

includes but is not limited to paraphrasing, developing suitable captions and supporting data visualisation. It is important to note 

that while AI tools assist in various aspects of report creation, all investment recommendations and opinions presented herein are 

formulated and approved exclusively by our research analysts. The final content of the report reflects the professional judgement 

and expertise of our research analysts, ensuring compliance with regulatory standards and maintaining the integrity of our 

research process. 

Additional disclosures 

1 This report is dated as at 25 September 2026. 

2 All market data included in this report are dated as at close 24 September 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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This document is not investment advice or recommendation nor is it intended to sell investments or services or solicit purchases or subscriptions for them. You SHOULD NOT use or rely on this 

document in making any investment decision or decision to buy or sell currency. HBAP is not responsible for such use or reliance by you. You SHOULD consult your professional advisor in your 

jurisdiction if you have any questions regarding the contents of this document.  

You SHOULD NOT reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to 

the US, or Australia or any other jurisdiction where its distribution is unlawful.  

Jersey, Guernsey and Isle of Man 
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In Hong Kong, this document is distributed by HBAP to its customers for general reference only. HBAP is not responsible for any loss, damage or other consequences of any kind that you may 

incur or suffer as a result of, arising from or relating to your use or reliance of this document. HBAP gives no guarantee, representation or warranty as to the accuracy, timeliness or completeness 

of this document. 
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In India, this document is distributed for general reference by The Hongkong and Shanghai Banking Corporation Limited, India (HSBC India), having its India corporate office at 52/60, Mahatma 

Gandhi Road, Fort, Mumbai 400 001. HSBC India is not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating 
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about future events, but these are just predictions and not promises nor guarantees of future performance or events. Actual results might turn out differently due to various reasons. The Bank is 
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• has not been created following legal requirements for independent investment research and is not subject to any prohibition on dealing ahead of its dissemination. 

• is not meant to offer accounting, legal or tax advice. Before making any investment decision, consider consulting a financial adviser. If you decide not to seek advice, carefully assess if 

the investment product is suitable for you. It is recommended to obtain appropriate profession-al advice when needed. 

Investing overseas can lead to changes in the value of your investments due to currency exchange rates, which may cause them to rise or fall. Emerging markets are riskier and more 

unpredictable compared to established markets. These economies often depend heavily on international trade and can be adversely impacted by trade barriers, currency controls, adjustments 

in currency values, the economic conditions of their trading partners and other protective measures imposed by those partners. We are not responsible for the accuracy and/or completeness of 
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