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DM Debt & Rates

EUR/USD Cross Currency Swap

And of whole host of other global currencies

e The EUR basis discount has evaporated, in part as spreads have shot wider
e We identify a positive carry opportunity where USD strength adds to performance

e We also provide a numerical update on a whole host of alternatives globally

There's been some significant movers in the drivers of the EUR basis in the past number
of weeks, and the prognosis ahead presents opportunity in the guise of arbitrage
between absolute spreads and the FX component, even if the basis is practically zero.

First, the EUR basis has dramatically disappeared, and in fact is now tending to edge
positive (a EUR premium). Apart from varying liquidity conditions, part of the issue here
is the tension between the FX forward discount for material EUR appreciation and the
latest prognosis for actual EUR weakness versus the USD post the US election outcome.
That FX forward profile generates an implied spread profile that is pressured narrower
versus the actual spread, in turn now generating a mild positive EUR basis.

At this juncture there is no mechanism to reverse this, at least not for now. Other factors
in fact tend to argue for a EUR basis discount. The Eurozone continues to run a current
account surplus, which manifests in liquidity through build of reserves. And the Eurozone
has more excess liquidity than the US does. At the same time, there has been a material
build in cash conditions on the US side, which does act to reduce the USD premium.

One of the key drivers of USD strength versus the EUR is in fact an implication of the
widening in ESTR vs SOFR spreads, which gained momentum post the US elections.

EUR/USD Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 215 209 200 194 186 177
XCCY basis 1 2 3 3 3 3
All-in Spread 214 206 198 192 183 174
FX RATE Spot
FX forward profile 1.05 1.10 1.12 1.14 1.16 1.19 1.25
Implied cost per annum 212 204 195 189 176 170
Implied spread vs XCCY* 2 2 3 3 7 4
SPREAD AND BASIS VS HISTORY
Average spread (past 4yrs) 121 116 113 113 112 108
Avg. XCCY basis (past 4yrs) -20 -21 -21 -21 -21 -7
Average Total (past 4yrs) 141 136 134 134 133 115
Deviation versus average 73 70 63 58 49 59

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Source: Macrobond, ING estimates

The favoured play here is to use current spreads as an opportunity to pay EUR and
receive USD. The basis is no longer fuelling an arbitrage here, but the absolute spread
itself is generous versus history (see table above). The structure synthetically creates a
EUR liability where appreciation of the EUR would be a concern. However, here, we
anticipate USD strength, which will then act as a positive mark-to-market impulse. The
risk is for further widening in spreads, but that should be cushioned by the FX exposure.

In the following pages we show how other currencies look. There are significant basis
discount conditions still attached to the likes of JPY, CHF, TWD, KRW, HKD, SGD, DKK, CZK
and even MXN to name a few. CNH too has a wide-spread circumstance. The PLN in
contrast maintains a positive basis, whereas GBP, AUD and CAD are broadly neutral.

SEE THE DISCLOSURES APPENDIX FOR IMPORTANT DISCLOSURES & ANALYST CERTIFICATION
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Figl USD/JPY Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 352 338 328 320 307 289
XCCY basis -42 -45 -49 -51 -56 -58
All-in Spread 394 383 376 371 362 347
FX RATE Spot
FX forward profile 156 145 139 135 130 122 111
Implied cost per annum 384 373 366 361 353 341
Implied spread vs XCCY* 10 10 10 10 9 6
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 228 215 158 204 199 134
Avg. XCCY basis (past 2yrs) -50 -56 -61 -65 -69 -71
Average Total (past 2yrs) 279 271 219 269 268 205
Deviation versus average 115 112 158 102 94 141

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig2 USD/CHF Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 382 371 362 355 345 337
XCCY basis -18 -18 -19 -20 -23 -30
All-in Spread 400 389 381 375 368 367
FXRATE Spot
FX forward profile 0.89 0.82 0.79 0.76 0.74 0.68 0.62
Implied cost per annum 395 385 379 373 366 361
Implied spread vs XCCY* 5 4 2 2 2 6
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 198 184 175 169 162 155
Avg. XCCY basis (past 2yrs) -31 -33 -36 -39 -46 -55
Average Total (past 2yrs) 229 217 211 209 208 210
Deviation versus average 171 172 169 166 160 157

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig3 USD/CNH Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 195 193 189 187 183 184
All-in Spread 195 193 189 187 183 184
FXRATE Spot
FX forward profile 7.24 6.98 6.86 6.75 6.64
Implied cost per annum 186 181 174 173 -13 -9
Implied spread vs XCCY* 9 12 15 13 196 193
SPREAD AND BASIS VS HISTORY
Average Total (past 2yrs) 172 190 175 167 161 160
Deviation versus average 23 3 14 20 23 24

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig4 USD/MXN Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread -540 -533 -534 -534 -540 -547
XCCY basis -43 -50 -54 -61 -68 =72
All-in Spread -497 -483 -480 -473 -472 -475
FX RATE Spot
FX forward profile 20.5 22.7 23.7 24.9 26.0
Implied cost per annum -522 -504 -499 -491
Implied spread vs XCCY* 25 21 19 18
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -548 -538 -535 -534 -538 -544
Avg. XCCY basis (past 2yrs) 3 -4 -9 -14 -17 -18
Average Total (past 2yrs) -551 -534 -525 -520 -521 -525
Deviation versus average 54 51 45 47 49 50

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Source: Macrobond, ING estimates
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Fig5 GBP/USD Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread -15 -13 -12 -11 -8 =)
XCCY basis 2 2 1 -1 =% -4
All-in Spread -17 -14 -12 -10 -5 -5
FX RATE Spot
FX forward profile 1.27 1.26 1.26 1.26 1.27 1.27 1.27
Implied cost per annum -11 -8 -5 -3 2 2
Implied spread vs XCCY* -5 -7 -7 -7 -8 -7
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -1 -3 0 7 13 21
Avg. XCCY basis (past 2yrs) -11 -12 -14 -15 -15 -15
Average Total (past 2yrs) 10 10 14 22 28 35
Deviation versus average -27 -24 -26 -32 -33 -40
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig6 AUD/USD Cross Currency Swap

2yr 3yr 4yr 5yr Tyr 10yr
SPREAD AND CCS BASIS
Current Spread -3 -7 -15 -23 -38 -69
XCCY basis 2 4 5 6 8 10
All-in Spread -5 -11 -19 -28 -46 -79
FX RATE Spot
FX forward profile 0.65 0.65 0.64 0.64 0.64 0.63 0.60
Implied cost per annum -2 -9 -17 -27 -46 -67
Implied spread vs XCCY* -3 -2 -2 -1 0 -12
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 15 1 -8 -17 -32 -54
Avg. XCCY basis (past 2yrs) -1 2 4 5 7 10
Average Total (past 2yrs) 16 0 -12 -22 -39 -64
Deviation versus average -21 -10 =/ -6 =/ -15
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig7 USD/CAD Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 109 105 103 100 92 82
XCCY basis -11 = -7 =5 -2 0
All-in Spread 120 114 110 105 94 82
FX RATE Spot
FX forward profile 1.41 1.37 1.36 1.35 1.33 1.32 1.30
Implied cost per annum 119 112 109 105 93 80
Implied spread vs XCCY* 1 2 2 0 2 2
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -1 -4 -3 -2 -3 -6
Avg. XCCY basis (past 2yrs) -11 -9 -7 -6 -5 -7
Average Total (past 2yrs) 10 5 4 4 2 1
Deviation versus average 110 109 107 102 92 80
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig8 USD/HKD Cross Currency Swap

2yr 3yr 4yr 5yr
SPREAD AND CCS BASIS
Current Spread 40 40 41 40 38 35
XCCY basis =19 -25 -30 -34 -39 -42
All-in Spread 59 65 71 74 77 77
FX RATE Spot
FX forward profile 7.78 7.70 7.66 7.59 7.54 7.43 7.31
Implied cost per annum 52 51 62 63 67 62
Implied spread vs XCCY* 7 14 9 12 10 15
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -11 -16 -19 -21 -23 -23
Avg. XCCY basis (past 2yrs) -30 -35 -39 -43 -47 -56
Average Total (past 2yrs) 20 19 20 23 24 33
Deviation versus average 39 46 51 52 52 44

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Source: Macrobond, ING estimates
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Fig9 USD/DKK Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 199 190 184 178 168 159
XCCY basis -37 -35 -34 -33 -31 -23
All-in Spread 236 225 218 211 199 182
FX RATE Spot
FX forward profile 7.08 6.75 6.61 6.50 6.37 6.15 5.86
Implied cost per annum 232 223 211 208 199 187
Implied spread vs XCCY* 4 2 7 3 0 -5
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 98 91 88 86 84 80
Avg. XCCY basis (past 2yrs) -65 -63 -62 -61 -59 -57
Average Total (past 2yrs) 162 155 150 147 144 136
Deviation versus average 74 71 68 63 55 46

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig 10 USD/SEK Cross Currency Swap

2yr 3yr 4yr 5yr Tyr 10yr
SPREAD AND CCS BASIS
Current Spread 211 202 194 188 177 168
XCCY basis -18 -16 -14 -13 -11 -7
All-in Spread 229 218 208 201 187 175
FX RATE Spot
FX forward profile 10.98 10.52 10.32 10.15 10.01 9.74 9.36
Implied cost per annum 212 206 195 184 170 158
Implied spread vs XCCY* 17 12 13 17 17 16
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 154 149 182 143 139 134
Avg. XCCY basis (past 2yrs) -20 -19 -18 -16 -14 -9
Average Total (past 2yrs) 174 168 200 160 153 144
Deviation versus average 55 50 9 41 35 31

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig11 USD/NOK Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 33 39 39 40 42 47
XCCY basis -9 =7/ =7 =7 -8 -10
All-in Spread 42 46 46 47 51 57
FXRATE Spot
FX forward profile 11.14 11.08 11.04 10.98 10.93 10.83 10.65
Implied cost per annum 26 30 36 37 39 b4
Implied spread vs XCCY* 16 16 10 11 11 13
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -50 -43 -39 -36 -31
Avg. XCCY basis (past 2yrs) -14 -11 -10 -8 -8
Average Total (past 2yrs) -36 -32 -30 -28 -24
Deviation versus average 78 78 76 75 74

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Fig12 USD/CZK Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 62 56 50 45 37 27
XCCY basis -37 -39 =55) -37 -32 -24
All-in Spread 99 95 89 82 68 51
FX RATE Spot
FX forward profile 4.10 4.18 421 4.25 4.30
Implied cost per annum -97 -91 -92 -96
Implied spread vs XCCY* 195 186 180 178
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -87 -46 -76 -76 -78
Avg. XCCY basis (past 2yrs) -63 -63 -62 -60 -56
Average Total (past 2yrs) -23 17 -14 -15 -22
Deviation versus average 122 78 103 97 90

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Source: Macrobond, ING estimates
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Fig 13 USD/KRW Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 112 109 105 102 98 95
XCCY basis =77 -70 -69 -69 -69 -69
All-in Spread 189 179 173 171 167 164
FX RATE Spot
FX forward profile 1401 1355 1346 1323 1308
Implied cost per annum 165 131 142 136
Implied spread vs XCCY* 24 49 32 35
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 103 87 77 71 65 63
Avg. XCCY basis (past 2yrs) -64 -59 -61 -55 -57 -62
Average Total (past 2yrs) 166 145 138 126 123 125
Deviation versus average 23 34 36 45 45 39
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig 14 USD/TWD Cross Currency Swap

2yr 3yr 4yr 5yr Tyr 10yr
SPREAD AND CCS BASIS
Current Spread 269 263 256 251 246 235
XCCY basis -43 -45 -52 -53 -42 -34
All-in Spread 312 308 307 304 288 268
FX RATE Spot
FX forward profile 32.5 30.5 29.8 29.3 28.7
Implied cost per annum 315 286 251 235
Implied spread vs XCCY* -3 22 57 69
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 254 254 238 228 219 212
Avg. XCCY basis (past 2yrs) -58 -60 -61 -59 -59 -60
Average Total (past 2yrs) 312 314 299 288 278 271
Deviation versus average 0 -6 9 16 10 -3
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig 15 USD/SGD Cross Currency Swap

2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread 145 139 131 124 117 113
XCCY basis -17 -23 -28 -33 -36 -43
All-in Spread 162 161 158 156 153 155
FX RATE Spot
FX forward profile 1.34 1.30 1.28
Implied cost per annum 154 154
Implied spread vs XCCY* 8 7
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) 75 62 53 32 43 23
Avg. XCCY basis (past 2yrs) -16 -24 -31 -38 -37 -58
Average Total (past 2yrs) 91 86 84 70 81 81
Deviation versus average 71 75 74 87 73 74
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig 16 USD/INR Cross Currency Swap

2yr 3yr 4yr 5yr
SPREAD AND CCS BASIS
Current Spread -248 -265 =275 -282 -278 =272
XCCY basis
All-in Spread -248 -265 -275 -282 -278 =272
FX RATE Spot
FX forward profile 84.44 88.91 91.37 94.51 97.29
Implied cost per annum -53 -36 -28 -23 -1 -1
Implied spread vs XCCY* -196 -229 -247 -259 -277 -271
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -285 -284 -299 -309 -317 -316
Avg. XCCY basis (past 2yrs)
Average Total (past 2yrs) -285 -284 -299 -309 -317 -316
Deviation versus average 36 19 24 27 39 44

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here

Source: Macrobond, ING estimates
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Fig17 USD/HUF Cross Currency Swap

2yr 3yr 4yr 5yr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread -211 -218 -225 -232 -246 -261
XCCY basis -24 -14 -15 -18 -17 -15
All-in Spread -187 -204 -211 -214 -229 -246
FX RATE Spot
FX forward profile 385.5 385.6 385.7 385.8 385.9
Implied cost per annum -173 -178 -190 -203
Implied spread vs XCCY* -14 -26 -21 -11
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -315 -310 -311 -313 -321
Avg. XCCY basis (past 2yrs) -45 -40 -38 -34 -35
Average Total (past 2yrs) -270 -270 -272 -280 -285
Deviation versus average 83 66 62 66 56
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig 18 USD/RON Cross Currency Swap
2yr 3yr 4yr 5yr Tyr 10yr
SPREAD AND CCS BASIS
Current Spread -129 -135 -145 -152 -158 -161
XCCY basis 26 14 13 15 23 23
All-in Spread -155 -149 -158 -167 -181 -184
FX RATE Spot
FX forward profile 4.72 4.86 4.93 5.02 5.11
Implied cost per annum -1435 -1451 -1557 -1614
Implied spread vs XCCY* 1280 1301 1399 1448
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -211 -229 -243 -250 =247
Avg. XCCY basis (past 2yrs) 23 23 23 25 28
Average Total (past 2yrs) -235 -252 -266 -276 -275
Deviation versus average 80 103 108 109 94
* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
Fig19 USD/PLN Cross Currency Swap
2yr 3yr 4yr Syr 7yr 10yr
SPREAD AND CCS BASIS
Current Spread -56 -41 -41 -b4 -53 -64
XCCY basis 39 48 50 50 50 53
All-in Spread -95 -88 -91 -94 -103 -117
FX RATE Spot
FX forward profile 4.10 4.18 421 4.25 4.30
Implied cost per annum -97 -91 -92 -96
Implied spread vs XCCY* 2 3 1 2
SPREAD AND BASIS VS HISTORY
Average spread (past 2yrs) -165 -101 -103 -106 -114
Avg. XCCY basis (past 2yrs) 40 41 42 43 45
Average Total (past 2yrs) -205 -143 -145 -149 -158
Deviation versus average 110 55 54 55 55

* Note: This spread is actually close to zero, but materially affected by the direction of the re-couponing. No implied arbitrage here
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