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The German election and the EUR —the long-term impact

Most post-election coalition outcomes seems to favour a stronger EUR but risks remain

B The German election and the EUR:

Under most post-election scenarios, we see the EUR regaining ground. This is mainly because most
of the possible coalition combinations after the election include either the SPD or the Greens or both.

These parties are pro-European and, in the case of the Greens, want to pursue proactive official
policies with more immediate growth-positive impact.

Under the two main risk scenarios for the EUR, we could have a preservation of the status quo — a
coalition between the SPD and CDU or the SPD, the CDU and the FDP.

Indeed, both may see Germany reverting to the ‘arms-length’ relationship with the rest of the
Eurozone from prior to the pandemic and thus weigh on the EUR.

The results from our analysis confirm our constructive medium-term outlook for EUR/USD, EUR/CHF
and EUR/JPY. We remain long EUR/JPY.

Post-election coalition scenarios and the long-tern impact on the EUR
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The German election and the EUR —the near-term impact

Lingering uncertainty in the immediate aftermath of the vote can weigh on the EUR and boost EUR vol

German federal elections polls now and back in 2017 Is the FX vol market complacent ahead of the German vote?
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The European election season and foreign demand for the EUR s’

Recovering foreign demand for EUR-assets could boost the EUR vs the JPY and the CHF

Japanese investors have been reducing their Bund holdings
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EUR: further upside over the long term

The EUR is looking overbought but remains cheap relative to long-term fair value gauges

EUR: speculative accounts are still long EUR/USD vs relative EUR-USD positioning
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