FX Viewpoint — EURSEK skew

Back to 20127 Skew is once again turning to the downside in
EURSEK
An instrument that captures the safehaven feature of 1.5 - - 1.5
SEK seen over the last years is volatility skew. Usually 1.3 - L 1.3
the 1M EURSEK risk reversal has been trading slightly 11 11
below 1% in favour of calls (i.e. when turmoil hits the 0.9 0.9
market, SEK is sold versus the EUR). However, 0.7 L 0.7
following the EZ debt crisis selloffs July 2012 SEK was ' '
to some extent bought vs the EUR during turmoil. 0-> - 05
Hence the premium for calls in relation to puts fell to 0.3 r 03
close to zero. 0.1 | | | . | - 0.1
In addition, SEK buying during this period was fuelled 041Ban  11Jul 12Feb 12Aug 13 Mar 13Sep 14 ApP-l
by Fed’s QE, and when Fed opened up for tapering in -0.3 - -0.3
June 2013, the risk reversal climbed back up to -0.5 - - -0.5
‘normal” levels. ——EURSEK 1M 25d RR
Source:Nordea Markets, Bloomberg

Another way to look at this is that over time the SEK is Recent spot move indeed justified in risk reversal
correlated with risk aversion, and interesting right now
is that the risk reversal is half way back to where we 10
traded during the “SEK is a safehaven’-era. Comparing 10 1.6
the risk reversal vs. spot, recent move in the krona is 10
indeed justified and there could even be further room to 9 11
the downside in EURSEK. As highlighted by our FI 9 '
Strategists (https://nexus.nordea.com/#/article/2148), 9 0.6
Swedish macro could continue to perform in the near- 9 '
term, pushing EURSEK down even further. Z o1
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Source:Nordea, Bloomberg .
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The information provided herein is intended for background
information only and for the sole use of the intended recipient. The
views and other information provided herein are the current views of
Nordea Markets as of the date of this document and are subject to
change without notice. This notice is not an exhaustive description of
the described product or the risks related to it, and it should not be
relied on as such, nor is it a substitute for the judgement of the
recipient.

The information provided herein is not intended to constitute and
does not constitute investment advice nor is the information intended
as an offer or solicitation for the purchase or sale of any financial
instrument. The information contained herein has no regard to the
specific investment objectives, the financial situation or particular
needs of any particular recipient. Relevant and specific professional
advice should always be obtained before making any investment or
credit decision. It is important to note that past performance is not
indicative of future results.
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