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US dollar lands in lower half of G10 in 3Q

The US dollar landed in the lower half of the G10 in Q3, rallying in July and late September after August
weakness. The Fed maintained a data-dependent stance throughout the period, keeping rates steady in
July before cutting by 25bps in September amid heightened attention on Fed independence and
speculation over a potential larger move. Political pressure on Fed independence remained a persistent
theme, as President Trump’s nominations and public remarks on monetary policy unsettled markets.
Employment softened through the quarter, with non-farm payrolls slowing from 147K in the July release
to just 22K in the most recent report. The latest inflation print surprised to the upside at 0.4% MoM.

FIGURE 1: DXY - 3Q2025
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Figure 1 shows a line chart of the US dollar index rising or appreciating between the periods of July 1,
2025 and July 31, 2025, then depreciating or falling between August 1 and September 16, then
appreciating the last two weeks of September.

Source: Bloomberg



EUR | Euro was a middling performer in the G10 in Q3 amid mixed economic and political developments.
Trade-related uncertainty persisted despite a US-EU deal announced in July. The ECB held rates steady
throughout the quarter, with President Lagarde emphasizing data dependence and reiterating that risks
to growth remained tilted to the downside. The latest inflation print showed Eurozone CPI at 0.1% MoM
and 2.0% YoY. Political uncertainty in France added pressure as Prime Minister Bayrou’s government lost
a confidence vote in September, following an earlier challenge in August.

GBP | Sterling was among the weaker G10 currencies in Q3. The BoE cut rates by 25bps in August before
holding steady in September in a 7-2 vote, with Governor Bailey noting that the cutting cycle was not yet
complete. While labor statistics improved, much of the economic data continued to underwhelm as GDP,
manufacturing production, and retail sales all missed expectations earlier in the quarter. The most recent
headline CPI print remained elevated at 3.8% YoY while weak PMIs and persistent fiscal concerns
weighed on sentiment.

JPY | Japanese yen was a notable underperformer in the G10 in Q3, reflecting political uncertainty and a
cautious Bank of Japan. The Bo) kept policy unchanged throughout the period, with Governor Ueda
maintaining a wait-and-see stance despite inflation remaining above target earlier in the quarter. Political
instability intensified following the ruling coalition’s loss of its upper-house majority, announced in July,
and Prime Minister Ishiba’s resignation reported in September. While GDP data released in August printed
stronger than expected at 0.3% QoQ, inflation eased to 2.7% YoY in the most recent release.

CAD | Canadian dollar landed in the bottom third of the G10 in Q3. The BoC held rates at 2.75% through
July before cutting by 25bps to 2.5% in September, citing risks from global protectionism. Employment
data released in August and September were notably weak, showing net job losses of -40.8K and -65.5K,
respectively, while unemployment rose to 7.1%. Headline inflation for August registered at 1.9% YoY.
Although July’s announcement of higher US tariffs briefly weighed on sentiment, the subsequent removal
of retaliatory measures provided limited relief.

AUD | Australian dollar was among the stronger G10 currencies in Q3. The RBA surprised markets in July
by holding rates, then delivered a 25bps cut in August, before remaining on hold again in September at
3.6%. Data releases during the quarter were mixed as employment prints were weaker than expected,
Q2 GDP beat consensus at 0.6% QoQ, and headline inflation rose to 3.0% YoY in August.

CHF | Swiss franc landed in the middle of the G10 in Q3. The SNB held rates steady at 0% throughout the
quarter following 6 consecutive cuts, as inflation remained subdued at 0.2% YoY from the latest release.
Swiss manufacturing PMI remained in contractionary territory throughout the quarter. Towards quarter-
end, the Swiss Department of Finance and the SNB released a joint statement with the US Treasury
reconfirming that both sides will avoid manipulating exchange rates, with a shared view that FX
interventions are an appropriate tool for addressing disorderly depreciation or appreciation.

EM | Emerging Market currencies, proxied through the MSCI Emerging Markets Currency Index, fell a
modest -0.47% in Q3 as EM equities delivered double-digit returns. The Fed's September rate cut and
ongoing investor enthusiasm for Al-related stocks benefited emerging markets, as Chinese yuan gained
against US dollar while Taiwan dollar trailed over the quarter.

TABLE 1: USD-BASED AS OF September 30, 2025
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Source: WM/Reuters

Currency for return

Currency Alpha

Mesirow Currency Management'’s (MCM) Extended Markets Currency Alpha, Emerging Markets Currency
Alpha and Systematic Macro strategy all made gains this quarter, however, our Asian Markets Currency
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Alpha strategy ended the quarter in the red.

Our Machine Learning suite of technical models performed the best in 3Q2025, while our trend-following
suite of models sustained the greatest losses. Within our Fundamental strategy, the Forward Rate Bias
model, which uses prevailing interest rates to rank currencies, performed well every month this quarter.
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FIGURE 2: MCM'S GLOBAL VOLATILITY INDICATOR:' 3Q2025 | July 2025 - September 30, 2025

2.0
8.5
8.0
1.5
7.0
6.5
6.0

5.5

50
Jul-25

Aug-25

Sep-25


https://www.mesirow.com/capabilities/currency/currency-for-return/extended-markets
https://www.mesirow.com/capabilities/currency/currency-for-return/emerging-markets
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Figure 2 shows a line chart of MCM's Global Volatility Indicator for 3Q2025.
Source: Mesirow

FIGURE 3: MCM'S GLOBAL VOLATILITY INDICATOR:? 1-yr | October 2024 - September 30, 2025
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Figure 3 shows a line chart of MCM's Global Volatility Indicator.
Source: Mesirow

The alpha strategy’s best performers were our short US dollar positions against the New Taiwan dollar,
the Czech koruna, and the South Korean won (Figure 4) while our US dollar positions against the Polish
zloty, the British pound, and the Australian dollar were our worst performers this quarter (Figure 5).

FIGURE 4: TOP 5 PERFORMERS: July- September 30, 2025
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Figure 4 shows the top five performing currency pairs for 3Q2025: USDCOP, NZDUSD, USDINR, USDBRL,
USDCLP.

FIGURE 5: BOTTOM 5 PERFORMERS: July - September 30, 2025
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Figure 5 shows the five worst performing currency pairs for 3Q2025: USDSEK, USDTHB, USDKRW,
USDIDR, USDTWD.



Intelligent Multi-Strategy Currency Factor

MCM'’s Intelligent Multi-Strategy Currency Factor gave back -0.43% (gross) of value in the third quarter
against a backdrop of a mixed, range-bound US dollar. While the Carry factor added meaningful return to
the strategy over the quarter against lower interest rate currencies, both Value and Momentum factors
returned negative to more than offset Carry in Q3. Swiss franc and Norwegian Krone were the strongest
performers, while Sterling and Yen were the main underperformers this quarter.

Latest MCM Viewpoints

e Don't let FX erode your gains: Embedded currency exposure in a portfolio can detract from risk-
adjusted returns. Investors should assess how currency exposure impacts their portfolios and
consider strategies to manage this risk as a means of enhancing overall portfolio outcomes. Read
article

e Four strategies to reduce liquidity management stress: Identifying the appropriate liquidity
management approach for a currency overlay is an important risk consideration not to overlook.
Read article

Contact us

To learn more about Mesirow Currency Management’s custom currency solutions, please contact Joe
Hoffman, CEO Currency Management at joseph.hoffman@mesirow.com.

Explore currency solutions

Passive and Dynamic Risk Management
Customized solutions to manage unrewarded currency risk in international portfolios.

LEARN MORE

Currency for Return
Strategies that aim to profit from short and medium-term moves in the currency market.

LEARN MORE

Fiduciary FX
Trading solution for asset managers and owners with focus on reducing transaction costs, improving
transparency and enhancing efficiency.

LEARN MORE

1., 2. The GVI is an internal proprietary model utilizing one month at-the-money (ATM) volatility for G10

currencies, including crosses plus BIS liquidity report weightings.
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