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Currency Markets in September continued the “wait and see” trading we have seen since July. USD was largely
sideways in September, as the two big drivers of USD uncertainty—rate cut path and tariffs—became more
solidified. Rate cut expectations are for two more cuts by the end of the year despite data consistently showing ~3%
inflation, while the tariff consensus is that current levels will hold at least through Q2 2026. Final China tariff levels

are the big unknown remaining to be settled.

U.S. economic data continues to present mixed signals, but the data has leaned to continued solid economic
growth. Unemployment remained steady at 4.3% despite only 22k jobs created in August. Q2 GDP estimates were
revised upwards to show 3.8% growth in Q2, retail sales came in at 0.6% (vs. 0.2% expected), while durable goods
were down -2.8%, and personal spending up 0.6%. Surveys of consumer and business confidence have remained
negative despite solid growth numbers. Inflation remains stubbornly in the 3% range, with PCE printing 2.9%, core
CPI 3.1% and PPl at 2.8. The Fed cut rates at the 9/17 meeting to 4.25%. The next meeting is 10/29. The U.S.
government shutdown may impact and delay the release of economic data in October.
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The euro briefly touched new 3-year highs on 9/17, breaking out
of the trading range established since early August, trading up to
1.1919. The administration formally implemented the new tariffs on
auto parts, while exempting airplane parts. EU Tariffs have not had
as negative an impact as expected, and the EU has not imposed
retaliatory tariffs. Inflation rose to 2.2% driven by energy costs,
which shut down chatter about more rate cuts this year. ECB rate is
2% today, and the ECB held in September. ECB president says
Inflation risks are “Contained,” and Central Banks worldwide are
shifting focus from inflation to growth heading into Q4 2025.
Analysts polled by Bloomberg predict a median of 1.2000 for the
EURUSD rate for Q1 2026.

The Canadian dollar finished September at its weakest levels in
4> months, trading to 1.3920. The Canadian employment situation
continues to underperform due to tariff impacts—Ilosing 65k jobs vs.
an expectation of +5k and last month at -40k. Inflation cooled to 1.9%
year-over-year, falling short of forecasts. Core inflation did come in at
3.1%, but Prime Minister Carney is more focused on growth than on
any lingering inflation concerns and in September announced
programs to strengthen strategic industries in Canada. Oil prices are
weighing on CAD level, with oil trading below $64 for most of the
month. If oil dips below $60, we could see significant CAD weakness.
Analysts polled by Bloomberg predict a median of 1.3500 for the
USDCAD rate for Q1 2026.

The British pound finished September at 1.3446, after tracing
highs of 1.3726 and lows of 1.3324, largely driven by weak
economic data. The mix of 4% inflation, stagnant 0.2% economic
growth and unemployment rising to 4.7% is threatening stagflation
in the UK. Business leader optimism fell to a record low in
September, even lower than after Brexit in 2016. The UK central
bank kept rates steady at 4% in September, and the next meeting
date is 11/6. Analysts polled by Bloomberg predict a median of
1.3700 for the GBPUSD rate in Q1 2026.



5: Associated Bank

USDIPY

USDMXN
18,00
18.90
18.80
18.70
18.60
18.50
18.40
18.30
18.20
18.10
18.00

P P l{& o i S \(9“" P P
U S S S S M - ¢ A
AP I M L L L A e o UM S i L
USDCNY

72

72
7.18
7.16
7.14
7.12

71

R -19@»' I P
§ ¢ & & ¢ L o
ﬁ\""q' :‘°\l A AP G T o

Foreign Exchange Corporate Sales Desk
Chicago | Milwaukee | Green Bay
866-524-8836

The Japanese yen was steady against the USD in September,
closing at 147.91. The important Tankan Survey was improved
slightly, and large manufacturers sentiment was stable. Inflation
remains high at 2.7%, but prices fell -0.2% month over month, so
inflation may be moderating which could help policy makers.
Manufacturing slowed in September, industrial production dropped,
and business activity was the slowest in 4 months in September.
Expectations for a rate hike have cooled, markets now see one hike
before the end of the year to 0.75%. The Bank of Japan’s next
policy decision is set for 10/30. Analysts polled by Bloomberg
predict a median of 141.00 for the USDJPY rate by the end of Q2
2026.

The Mexican peso gained 1.8% vs. the USD in September,
continuing its strong trend. MXN is 13% stronger vs. the USD since
the April tariff announcements. Fading tariff concerns let trade and
interest rates (7.5% in Mexico) drive MXN higher vs. USD. Mexico
Central bank cut rates on 9/25 by 0.25% to the lowest levels since
2022, favoring growth over inflation concerns. Core inflation remains
stubbornly high at 4.26%, but central banks around the world are de-
emphasizing inflation to focus on growth. The next rate decision is
scheduled for 11/6. Analysts polled by Bloomberg predict a median
of 18.9000 for the USDMXN rate by Q2 2026.

The Chinese yuan was essentially unchanged against the
USD in September. Trade tensions remain front and center with
China, and we can expect China’s central bank to keep the Yuan
steady until the tariff regime is settled. A “Tariff Truce” suspending
reciprocal tariffs is in place to 11/10, while baseline tariffs remain
in effect. Administration announced more details coming on
furniture tariffs soon. China manufacturing activity contracted for
the 6 straight month in September, first time since COVID-19, and
GDP growth is expected to slow further in Q3. Analysts polled by
Bloomberg predict a median of 7.0900 for the USDCNY rate by
Q2 2026.

Associated Bank can transact foreign exchanges in more than 100 currencies. Companies interested in learning more
about making payments in foreign currencies or in hedging currency exposures should contact their Associated
Bank Relationship Banker or the bank’s Corporate Foreign Exchange Department at 866-524-8836 or email

FXCapMarkets@AssociatedBank.com.

Associated Bank, N.A. Member FDIC.

All rates shown are indications only and subject to change. Foreign exchange contracts are subject to foreign currency exchange risk and are NOT deposits or
obligations of, insured or guaranteed by Associated Bank, N.A. or any bank or affiliate, are NOT insured by the FDIC or any agency of the United States, and
involve INVESTMENT RISK, including POSSIBLE LOSS OF VALUE. This material is provided to you for informational purposes only; and any use for other than
informational purposes is disclaimed. It is a summary and does not purport to set forth all applicable terms or issues. It is not intended as an offer or solicitation for
the purchase or sale of any financial product and is not a commitment by Associated Banc-Corp, its subsidiaries or affiliates, as to the availability of any such
product at any time. The information herein is not intended to constitute legal, tax, accounting, or investment advice, and you should consult your own advisors as
to such matters and the suitability of any transaction. We make no representations as to such matters or any other effects of any transaction. In no event shall we
be liable for any use of, for any decision made or action taken in reliance upon, or for any inaccuracies or errors in, or omissions from, the information herein. The
views expressed here are solely those of the author and do not reflect the views of Associated Banc-Corp, its subsidiaries or affiliates. (10/25) W471200
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