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2 in 3 FX clients 
trade euro
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The euro is the most actively traded 
currency by SVB tech clients in the US.

Earlier stage tech clients who are funding 
European operations with USDs are buyers 
of EUR. Parity means USDs go further, 
resulting in a much needed windfall that 
is extending runways.

Many later stage tech clients have 
established overseas revenue hubs in 
Europe and are pricing revenues in local 
currency. Parity represents erosion of top-
line revenues and profits.

In 2022, we saw an increase in hedging 
interest both from clients locking in gains 
(EUR buyers), and those protecting non-
USD earnings (EUR sellers).

Euro hits parity

Trading in euro 
makes up 1/3 of all 
client FX volumes

There are 3 euro 
buyers for every 

seller of euro

Source: SVB
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The euro was 
launched on 

1-Jan-1999 at
a rate of
1.1686 
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Since hitting all-time low, 
it took euro almost 8 years 
to reach the all-time high 
of 1.6038 on 15-Jul-2008

1 .1966
Long-run average

1999-2022

17%
Average annual trading 
range (peak to trough)

1999-2022

Euro hits 
parity…
Key historical levels
(versus USD)

Within a year 
of its inception, 
the euro broke 

parity once 
before on 

2-Dec-1999

The euro hit its 
all-time low of 

0.8230 on
26-Oct-2000

Largest down (up) 
move in the euro 
over 12-month 

period -25% (+29%)

EUR/USD exchange rate

Source: Bloomberg

2000 2005 2010 2015 2020

Source: Bloomberg. Data through 7.22.2022
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1. European Central Bank (ECB) lagging behind other developed economy
central banks on rate hikes

emergency 
bond-buying 
programme

€750b
Over short-term horizons, higher interest rates generally support currency strength 
from yield-seeking capital inflows. The ECB is lagging behind on rate hikes, creating 
downward pressure on the euro.

2. Euro area inflation, however, not lagging – one of the highest among
developed economies

Higher persistent inflation 
diminishes purchasing power, 
resulting in currency weakness

Source: Bloomberg. Data through 7.22.2022

By design, low or negative policy rates 
are meant to stimulate an economy by 
discouraging savings and encouraging 

spending and investment
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Range in USDILS 

17.5%

3. Central banks perceived to be behind the curve on fighting inflation are
facing downward pressure on their currencies

Euro hits parity

Negative central bank rates imply 
inflation is outpacing rate hikes. Deep 
negative readings may be interpreted 
as complacency on fighting inflation. 

Source: Bloomberg. Data through 7.22.2022
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4. Disruptions to the energy supplies of Europe's largest economy stemming from
Russia-Ukraine war have led to a sharp deterioration in trade activity
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5. Euro-area still very fragmented, so ECB will likely have a greater challenge in
reigning in inflation while engineering a soft-landing

Access to cheap energy from Russia contributed to Germany’s competitive advantage 
in the exports sector. Lower exports results in less demand for euros, thereby 
resulting in downward pressure on the currency. Source: Bloomberg. Data through 
7.22.2022

Three-decade trade surplus 
has turned into a trade deficit

Yield spreads have widened in a 
disproportionate fashion across Europe 

illustrating the differences in bond spreads

Source: Bloomberg. Data through 7.22.2022
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©2022 SVB Financial Group. All Rights Reserved. SVB Financial Group (SVB) 
is the holding company for all business units and groups. SVB, SVB 
FINANCIAL GROUP, SILICON VALLEY BANK, and the chevron device are 
registered trademarks of SVB Financial Group, used under license. Silicon 
Valley Bank is a member of the FDIC and of the Federal Reserve System. 
Silicon Valley Bank is the California bank subsidiary of SVB Financial Group 
(Nasdaq: SIVB).

Foreign exchange transactions can be highly risky, and losses may occur in short periods of time if there 
is an adverse movement of exchange rates. Exchange rates can be highly volatile and are impacted by 
numerous economic, political and social factors as well as supply and demand and governmental 
intervention, control and adjustments. Investments in financial instruments carry significant risk, 
including the possible loss of the principal amount invested. Before entering any foreign exchange 
transaction, you should obtain advice from your own tax, financial, legal, accounting, and other advisors 
and only make investment decisions on the basis of your own objectives, experience and resources.

Opinions expressed are our opinions as of the date of this content only. This material, including 
without limitation to the statistical information herein, is provided for informational purposes 
only. The material is based in part on information from third-party sources that we believe to be 
reliable but which has not been independently verified by us, and, as such, we do not represent the 
information is accurate or complete.

The information should not be viewed as tax, accounting, investment, legal or other advice, nor is it to 
be relied on in making an investment or other decision. You should obtain relevant and 
specific professional advice before making any investment decision. Nothing relating to the 
material should be construed as a solicitation, offer or recommendation to acquire or dispose of any 
investment, or to engage in any other transaction. CompID# 945777709.
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