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FX Blueprint: Forever Young

Theme #13: Can SARdines - Stay away from SAR peg trade

# Saudi Arabia still has time to defend the dollar peg
but they must act more decisively on fiscal matters,
Wait for better levels before buying 12m USDSAR.
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In recent days those sleepy Gulf dollar pegs have g4 96 98 00 02 04 06 08 10 12 14 16

suddenly awoken. The dollar's relentless rise has made
the Saudi Arabian rival expensive too and SAR 12Zm
forward points have jumped to record levels (Figure 1),
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It turns out those large FX reserve buffers were handy
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Moreover the Saudiz have several as-yet untappet i

sources of dollar financing., One is to simply issue USD
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Mohammad bin Salman, can also raise dollar financing.

Of course the Saudis must also want to keep the peg if
it is to hold -- lest we forget lessons learned from the
SME. The Swiss could have increased sight deposits 3 -
ad infiniturm but they lost the will to do =0 and felt the
CHF TWI had depreciated enough (dragged down by
the euroc peg). DXY strength has a noticeable
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government will tire of SAR TW! strength as well, the i ——

authorities have recently issued strongly worded
statements in defense of the peg.
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