
DATA/EVENTS
Yesterday/ Over the Holidays Actual Exp. Prior FX Close (NY) Daily %Δ

(JP) Retail Sales YoY (DeC) 3.7% 3.2% 2.8% USDJPY 155.19 +0.58%   152.80 - 156.80

(AU) PPI YoY (4Q) 3.7% -- 3.9% EURUSD 1.0362 ▼0.28%  1.0180 - 1.0300

(TH) Current Account Bal. (Dec) $2925m $2200m $2034m GBPUSD 1.2395 ▼0.19%  1.2200 1.2400

(US) Personal Income (Dec) 0.4% 0.4% 0.3% AUDUSD 0.6218 +0.14%   0.6050 - 0.6220

(US) Personal Spending (Dec) 0.7% 0.5% 0.4% DXY 108.4 +0.53%   106.8 - 110.0

(US) MNI Chicago PMI (Jan) 39.5 40.0 36.9 USDCNY 7.2446 +0.00%   7.2300 - 7.3700

USDCNH 7.3220 +0.39%   7.2400 - 7.3700

USDHKD 7.7924 +0.01%   7.7750 - 7.8000

Today Actual Exp. Prior USDSGD 1.3568 +0.30%   1.3550 - 1.3800

(KR) Industrial Production YoY (Dec) 5.3% 1.2% 0.1% USDKRW 1469 +0.00%   1445 - 1480

(AU) Retail Sales MoM (Dec) -0.1% -0.7% 0.8% USDTWD 32.69 +0.00%   32.50 33.00

(ID) CPI/Core YoY (Jan) 1.8%/2.3% 1.6%/2.3% USDINR 86.62 ▼0.01%  86.00 - 87.50

(EZ) CPI/Core YoY (Jan P) 2.5%/2.6% 2.4%/2.7% USDIDR 16300 +0.25%   16050 - 16400

(US) ISM Manufacturing (Jan) 49.3 49.2 USDMYR 4.460 +1.50%   4.420 - 4.500

USDPHP 58.37 +0.11%   58.10 - 58.80

USDTHB 33.67 ▼0.16%  33.8 - 34.4

USDVND 25082 +0.00%   25000 - 25200

*Open is as at 8am HKT/SGT. 
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Three Take-Aways

1) Trump's tariffs on Mexico, Canada and China buoys the
Greenback and dents risk sentiments.

2) Even as inflation risks hog headlines to send front end yields
soaring, demand erosion and sentiment swinging around
possibility of negotiation tactics accentuate two way volatility.

3) India's Budget is encouraging but unable to sufficiently assure
given growth risks and will likely dovetail RBI easing.

MACRO THEME: Chaos

- For what is worth, last Friday, US economic indicators were mixed
with US personal spending coming in higher than expected while PCE
price indices were aligned with market expectations and not particularly
troubling. That said, troubles were aplenty over the weekend.

- Amid the impending (signed over the weekend and will be
effective on 4 February) tariffs imposed by President Trump on
imports from Canada, Mexico and China, US risk sentiments were
negative as equities fell. Specifically, the US imposed 25% tariffs on
most goods from Canada and Mexico as well as 10% tariffs on
Canadian energy. As for imports from China, they will face an
additional 10% tariff.

- Retaliation was swift from Canada though staggered with around
20% of the CAD$155bn of imports from the US set to face 25% tariffs
effective tomorrow with the remainder in force three week later.
The speed of these responses perhaps suggest some level of
preparation. Mexico and China will also likely retaliate in various forms
this week.

- On the whole, from an economics point of view, this type of just
across the border tariffs in North America erodes the comparative
advantage conferred by geographical proximity even for US
industries which may in turn diminishes demand and demand
erosion may come at a speed faster than the often worried about
inflation pass through (aside from pump prices which will likely jump
given the importance of Canadian Crude).

- In that vein, reports of "Canada First" plan or other patriotism efforts
may also worsen the lower marginal demand for US goods. North
Asia's pineapple saga perhaps provides a mini case study and some
reminders for North America.

- Market reactions from the onset is clear with the USD buoyant to
start the week and US equities futures firmly in the red. The EU will
get little comfort given that Trump has signalled that it (tariffs) will
definitely happen.

- Domestically, investors will continue parsing through US domestic
turmoil with Elon Musk reportedly halting payments to US contractors
amid the departure of the Treasury Department's most senior
career official.

- Externally, aside from tariffs, amid a suspension of foreign assistance,
foreign relations appear in disarray with US AID (Agency for
International Development) officials put on leave for resisting DOGE
access to systems and the website going offline.

Yields (2Y: -0.9bp; 10Y: +2.4bp; 30Y: +2.7bp)

- UST yield curve steepened last Friday. That said, the curve has flattened
this morning as front end yields surged on trade war fears.

Equities (Nasdaq: -0.3%; S&P 500: -0.5%; Dow: -0.8%)

- US equities fell last Friday and futures are in the red.

FX (DXY: +0.5%)

- The Greenback has surged. EUR sank below mid-1.02 and AUD dived
below mid-61 cents.

- While the USD/JPY managed to go hover around 155 in defiance of the
Greenback strength, the guise of safe haven may be easily exposed
once higher UST yields and oil prices exert.

- EM-Asia FX will start the week on the backfoot and last week's
outperformers such as the THB may face headwinds even though
Thailand's current account surplus present a welcoming surplus of
US$2.9bn in December which affirms improving flows.

China: Channel

- In response to Trump's tariffs, China has opted for rather diplomatic
channels with legal proceeding to the WTO rather than explicitly
threatening tariffs.

- Meanwhile, Macro Rubio's visit to Panama saw Panama President
concede that the country will now renew participation in China's belt and
Road incident. Nonetheless, given the presence of Chinese ports in
Panama, this issue is far from being resolved.

India Budget - Encouraging But Not Sufficiently Assuring

Fiscal consolidation was slightly better than anticipated (from an already
commendable path to deficit reduction). FY25 fiscal deficit expected to be
4.8% of GDP from earlier estimates of 4.9%. FY26 deficit is targeted to be
4.4% from earlier projections of 4.5%.

Despite fiscal consolidation, the Budget presented the equivalent of a
consumption boost via tax reductions specifically where INR 700k of
annual income was earlier exempted from taxes the exemption has now
been lifted to INR 1.2m.

The good news is budget estimates are not unreasonable. Real GDP
outlook at 6.3-6.8% appears reasonable in the absence of global shocks
(which cannot be ruled out),

Tax buoyancy has been reduced to reflect the increased exemptions, it
may not fully capture greater downside risks.

Hence, the risk is tilted towards fiscal slippage driven by shortfall in tax
collections. At the margin, this provides incremental but not significant
rupee backstop. Notably, the fiscal consolidation path ought to dovetail the
RBI's inclination to ease policy.

In all this, global headwinds from Trump 2.0 amid signs of domestic
demand slowdown (some of which may be hard to shake off just on tax
cuts) remain the biggest bumps on the road for INR and macrostability.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y Δ (bps) 10Y Δ (bps) Cross FX Close (NY) Open* Daily %Δ

UST (US) 4.199 4.541 -0.9 2.4 EUR/JPY 160.78 159.21 +0.29%   

JGB (JP) 0.718 1.239 1.0 3.0 GBP/JPY 192.375 190.978 +0.40%   

Bunds (GE) 2.110 2.458 -8.9 -5.9 JPY/SGD (100yen) 0.874 0.8806 ▼0.26%  

Gilts (UK) 4.212 4.537 -3.9 -2.2 JPY/HKD (100yen) 5.0206 5.0169 ▼0.60%  

AGB (AU) 3.797 4.429 1.4 5.0 CNH/JPY 21.331 21.445 +0.08%   

SGS (SG) 2.806 2.909 2.0 3.3 CNH/HKD 1.0756 1.076 +0.02%   

CGB (CN) 1.259 1.627 0.0 0.0 EUR/GBP 0.83604 0.83366 ▼0.09%  

KGB (KR) 2.866 2.648 2.7 -0.9 AUD/NZD 1.1017 1.1031 ▼0.02%  

SDL (IN) 6.700 6.601 -0.5 1.0 EUR/CNH 7.5905 7.5382 +0.15%   

GBP/CNH 9.0742 9.0418 +0.21%   

*Open is as at 8am HKT/SGT. 

G3 Equities Close Net Chg Daily %Δ Asia Equities Close Net Chg Daily %Δ

S&P500 (US) 6040.53 -30.64 ▼0.50%  ASX (AU) 4710.58 16.93 +0.36%   

Nasdaq (US) 19627.44 -54.31 ▼0.28%  STI (SG) 3855.82 54.75 +1.44%   

DJIA (US) 44544.66 -337.47 ▼0.75%  SHCOMP (CN) 3250.601 0.00 +0.00%   

N225 (JP) 39572.49 58.52 +0.15%   SZCOMP (CN) 1911.088 0.00 +0.00%   

STOXX50 (EU) 5286.87 4.66 +0.09%   HSI (HK) 20225.11 0.00 +0.00%   

SENSEX (IN) 77500.57 740.76 +0.97%   

Commodity Close Net Chg Daily %Δ JSE (ID) 7109.196 35.72 +0.50%   

8,928.47 -80.21 ▼0.89%  KLSE (MY) 1556.92 4.23 +0.27%   

101.59 0.00 ▼0.01%  PSE (PH) 5862.59 -245.07 ▼4.01%  

2,798.41 3.82 +0.14%   SET (TH) 1314.5 -21.14 ▼1.58%  

31.30 0.00 ▼0.10%  VNINDEX (VN) 1265.05 0.00 +0.00%   

76.76 -0.11 ▼0.14%  

72.53 -0.20 ▼0.27%  

3.04 -0.29 ▼0.92%  
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