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FX Focus: AUD – Stars aligning for a brighter future 
FIGURE 1: FX Forecasts 

Forecast 
(May 2025) 

Spot 0-3m 6-12m Long-term 

AUDUSD 0.6525 0.6400 0.6800 0.6800 

Source: Citi Wealth Investments as of May 2025. 

 

Following a short-lived drop below the key 0.6000 level in early April, AUDUSD has not looked back as the stars have 
slowly aligned for a better future. Admittedly, Australia’s domestic outlook has weakened even before global trade war 
began with Q1’2025 GDP data released earlier in June showing weaker-than-consensus real activity growth, expanding 
by just +0.2% against RBA’s implied forecast of +0.4%. The result was also weaker than the Q4’2024 rise of +0.6% and 
means yearly growth remains at a below trend 1.3% and raises doubt about RBA’s 1.8% YoY forecast for Q2 GDP growth 
as households and businesses appear more cautious because of global developments.  

Such doubts have seen Australian rates markets discounting 3 additional 25bp RBA rate cuts to the end of 2025 
commencing in July for a 3.1% terminal rate which if realized, would see the Bank lowering rates by a total of 125bp in its 
easing cycle. The RBA minutes of the May meeting also indicated that the Board discussed merits of a 50bp cut though 
opted for 25bp instead because it wanted to be cautious and predictable when removing policy restriction.   

However, since March, rate differentials have played a lesser role in driving FX sentiment. For AUD, it is the external 
outlook that has mattered more in driving sentiment for the rest of 2025. With a third of all goods exported from Australia 
going to China, the outlook for Chinese growth is especially relevant to AUD’s performance. In particular, the recent 
sharp de-escalation in US – China trade tensions raises AUDUSD’s medium-term upside potential for 2 reasons:  

1. A US – China trade deal that is now expected to be more favorable to China than expected earlier should allow 
Chinese policymakers to focus more on a domestic recovery via fiscal and monetary stimulus. Indeed, China’s 
planned augmented fiscal deficit of nearly USD2trn (10% of China’s GDP and 2.2% higher than in 2024) is already 
a designed fiscal boost meant to promote domestic growth to counter the disinflationary headwinds from tariffs 
even as US – China trade tensions recede. 

2. China may be able to accommodate some RMB strength against USD as a quid pro quo to lowering tariffs by the 
US in any trade deal as it focuses more on reviving domestic growth. A stronger RMB in turn, is likely to flow onto 
AUD sentiment given the high level of correlation between the two currencies.   

The China premium discounted into AUD was very large by historical standards earlier when AUDUSD tested the 0.6000 
level in early April which explains why the dip below was rather short-lived. Since then, the China premium has 
significantly diminished as AUDUSD strengthens past 0.6500. This might slow AUD’s upside momentum unless the 
RMB strengthens further.  Ultimately, China may be able to potentially accommodate RMB strengthening to the 6.80 – 
7.00 area versus USD that currently represents the stronger end of PBoC’s allowable FX trading band for the currency if 
the domestic recovery accelerates. This in turn could potentially drive AUDUSD higher towards the 0.68-0.70 level.     

Also adding to AUD’s resilience against USD are the several headwinds now facing USD including: 

1. Markets continuing to downgrade US exceptionalism 
2. Reduced investor capital flows into US as Europe, Japan and China lower their recycling of current account 

surpluses to the US on reduced trade flows 
3. Rising US fiscal deficit concerns - undermining USD’s safe haven status 
4. Extended trade and tariff uncertainty due to US judicial intervention 
5. Talk of a possible currency accord between the US and Asia EM and Japan to weaken USD 
6. A more sanguine ECB about EUR’s recent elevation 
7. A slowing US economy potentially bringing forward Fed rate cuts to the table 
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Of course, there are risks to AUD’s resilience if a US – China trade deal fails to materialize when markets appear to be 
positioning for a significant lowering of trade tensions between the two superpowers. On the other hand, with investors 
currently positioned short USD and having discounted a lot of bad news for the US, any news of a major trade deal may 
trigger some short covering in USD on reduced trade uncertainty. However, such moves are likely to be tactical in nature 
allowing investors to buy AUD at cheaper levels with the 0.6000 level likely proving a solid floor for the pair.    

FIGURE 2: AUDUSD has hit the major 0.6000 support level only 5 times since 1980 and on 4 of those occasions the 
move down has been very short lived   

 

Source: Bloomberg, June 11, 2025. 

  



If you need additional support with the accessibility of this material, please contact your Citi team or email us at 
accessibility.support@citi.com for assistance. 

 

DISCLOSURES 
This communication is marketing material.  

This email contains promotional materials. If you wish to change which promotional emails you receive from Citi Private Bank, Citi Global Wealth 
at Work, and Citi Wealth Investments, you can update your email preferences or unsubscribe. For Citi Personal Wealth Management customers 
you can opt out here. Email is not a secure environment; therefore, do not use email to communicate any information that is confidential such as 
your account number or social security number. In the U.S., the address of the sender of this message is 388 Greenwich Street, New York, NY 
10013.  

This Communication is prepared by Citi Wealth Investments (“CWI”) which is comprised of the investments and capital markets capabilities that are 
provided to Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management and Citi Personal Investments International (CPII). 

Citi Private Bank, Citi Global Wealth at Work, Citi Personal Wealth Management, and Citi Personal Investments International are businesses of 
Citigroup Inc. (“Citigroup”), which provides its clients access to a broad array of products and services available through bank and non-bank affiliates 
of Citigroup. Not all products and services are provided by all affiliates or are available at all locations. In the U.S., investment products and services 
are provided by Citigroup Global Markets Inc. (“CGMI”), member FINRA and SIPC, Citi Private Alternatives, LLC (“CPA”), member FINRA and SIPC, and 
Citi Global Alternatives, LLC (“CGA”). CPA acts as distributor of certain alternative investment products to certain eligible clients’ segments. CGMI 
accounts are carried by Pershing LLC, member FINRA, NYSE, SIPC. Investment management services (including portfolio management) are available 
through CGMI, CGA, Citibank, N.A. and other affiliated advisory businesses. Insurance is offered by Citi Personal Wealth Management through 
Citigroup Life Agency LLC (“CLA”). In California, CLA does business as Citigroup Life Insurance Agency, LLC (license number 0G56746). CGMI, CPA, 
CGA and Citibank, N.A. are affiliated companies under the common control of Citigroup. 

Outside the U.S., investment products and services are provided by other Citigroup affiliates. Investment Management services (including portfolio 
management) are available through CGMI, CGA, Citibank, N.A., and other affiliated advisory businesses. These Citigroup affiliates, including CGA, will 
be compensated for the respective investment management, advisory, administrative, distribution and placement services they may provide. 

Read additional Important Information. 

Opinions expressed herein may differ from the opinions expressed by other businesses or affiliates of Citigroup, Inc., and are not intended to be a 
forecast of future events, a guarantee of future results for investment advice, and are subject to change based on market and other conditions. 

© 2025 Citigroup Inc., Citi, Citi and Arc Design and other marks used herein are service marks of Citigroup Inc. or its affiliates, used and registered 
throughout the world. 

INVESTMENT PRODUCTS: NOT FDIC INSURED · NOT CDIC INSURED ·  
NOT GOVERNMENT INSURED · NO BANK GUARANTEE · MAY LOSE VALUE 

mailto:accessibility.support@citi.com
http://www.citiprivatebank.com/email-preference-center
https://mckgb1tngzdt0gz-rcc5l8xrvdt4.pub.sfmc-content.com/avrjz3kwrps
https://www.citigroup.com/rcs/citigpa/storage/public/Citi_Wealth_OCIO_Disclosures.pdf

	FX Focus: AUD – Stars aligning for a brighter future
	disclosures

