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MARKET SUMMARY

FX Daily Δ* Wkly Δ

JPY 157.75  158.09   +0.23  +1.37

EUR 1.0736  1.0744   +0.0004  ▼0.0065

AUD 0.6672  0.6673   +0.0017  +0.0009

SGD 1.3504  1.3507   ▼0.0002  +0.0035

CNY 7.2570  7.2571   +0.0032  +0.0166

INR 83.42  83.45   +0.04  ▼0.09

IDR 16370  16365   ▼35  +70

MYR 4.7109  4.7065   ▼0.0068  ▼0.0107

PHP 58.75  58.76   +0.14  +0.07  

THB 36.69  36.68   ▼0.15  ▼0.01

*compared with previous day CLOSE(NY)
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TODAY'S COMMENTS & FORECAST                                                            

Open

USD/JPY 1.0748

USD/SGD 36.68

JPY/SGD 4.707

Forecast

- 159.00

- 1.0800  

- 0.6760

- 1.3560

- 0.8637

- 7.2850

- 83.60

- 16450

- 4.720

- 58.90

- 36.85

Today's Direction

Bull Bear
USD/SGD 2 : 1    
USD/JPY 2 : 1    
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came out subsequently to deny such plans, the damage is probably already done. At this juncture,
we are inclined towards a hike (attributing 80% to a hike and 20% to a hold) for two reasons.
- First, rupiah stability has been a central tenet in BI's policy calculus, and the 16,300 handle
breach likely warrants further action. Point being, after being so explicit about a specific level,
inaction following the IDR sell-off could raise doubts on BI's commitment towards rupiah stability.
Moreover, BI will remain wary of excessively running down reserves, which are likely to have
fallen since May as USD/IDR hovering slightly below 16,300 in early June hints at active BI's
interventions. To this end, a hike could relieve some pressure on the scale of interventions. Next,
even if we have observed rather strong demand at recent SRBI auctions (bid-to-cover ratios higher
even as issuance size has increased on higher auction frequency), it may not have been that
effective in bringing in hard currency.
- Second, plans for higher debt could mean structurally higher inflation going forward on
higher fiscal expenditures (necessitating the additional borrowings). This could make a case for
higher nominal policy rates.
- While macrofundamentals do not warrant a hike, the repercussions from another 25bps hike
should be manageable. Inflation edged down slightly to 2.8% in May (Apr: 3.0%) on slower
increases in food prices, while growth remains supported although risks to moderating household
consumption bears watching on contracting discretionary spending. The absence of a broadbased
deterioration in domestic spending however,should still keep policy room for a hike open for now.

FX Daily Outlook
- EUR/USD: Competitive policy dynamics and French political woes temper gains towards 1.08. 
- USD/JPY: Slew of US data release could tempt traction above mid-157. 
- USD/SGD: Soft CNH could restrain durability below 1.35 handle. 
- AUD/USD: RBA's watchful eye over inflation could restrain declines below mid-66 cents. 

TODAY EVENTS
(MY) Exports/Imports YoY (May): (Mkt: 2.3%/8.4%; Apr: 9.1%/15.6%) | (US) Building Permits (May): (Mkt: 1450k; Apr: 1440k) | (US) Housing Starts
(May): (Mkt: 1370k; Apr: 1360k) | (US) Current Account Balance (1Q): (Mkt: -$206.8b; 4Q: -$194.8b) | (US) Initial Jobless Claims: (Mkt: 235k; prev:
242k) | (US) Phildelphia Fed Business Outlook (Jun): (Mkt: 5.0; May: 4.5) | (EZ) Consumer Confidence (Jun P): (Mkt: -13.8; May: -14.3)
Central Bank Policy Decisions: PBoC 1Y/5Y Loan Prime Rate; Bank Indonesia BI-Rate

Three Take-Aways:

1. NOK and GBP supported ahead of policy decisions today, as sticky inflation likely underpins a hold. 

2. CHF little changed amid mixed views on SNB decision, as French woes complicate inflation dynamics.  

3. BI hike to anchor IDR; uncertainty on debt trajectory does little to assuage concerns on fiscal prudence.   

Quiet Contemplations
- With US markets closed for holiday and a scant data release calendar, markets appeared to be in a
mood of quiet contemplations. The USD was mostly weaker against the G10 currencies amid disquiet on
dis-inflation progress in other jurisdictions.
- AUD led gains against the greenback, buoyed above mid-66 cents, as markets continued to digest
RBA's rhetoric amid above-target inflation and tight labour market. Afterall, even as Bullock pushed
back against interpretations of a hike, a hike was discussed but not a cut. AUD gains was followed by
NOK and GBP, ahead of Norges Bank's and BoE's decision today. Both central banks are expected to be
on hold, with inflation and wage pressures in Norway slow to recede and still-elevated core inflation in
the UK even as the headline number slowed to BoE's 2% target. 2Y Gilts yields closed +3.8bps higher
following the inflation release yesterday.
- CHF was little changed against the USD amid mixed views on SNB's decision today. While prior
allusions to a weak CHF contributing to inflation by SNB President could mean continued cuts to prop up
inflation, services inflation has been rising since the turn of the year.
- The EUR eked out some gains against the USD on slightly higher bund yields (2Y: +0.6bps) while
USD/JPY underperformed, testing 158 briefly ahead of Japan's CPI tomorrow. Elsewhere, USD/SGD
range-traded above 1.35-handle.
- In other news, PBoC's hints on the possibility of the central bank starting to trade government bonds in
the secondary market did not provide much support the CNH, which weakened following Pan's speech.

Bank Indonesia: Another Surprise?
- Since the last meeting (22 May), IDR has underperformed regional peers, weakening by ~2.3% against
the USD. IDR is now trading above 16,300 - the handle which Bank Indonesia had in early June openly
stated they were guarding against, after president-elect Prabowo announced a plan to increase debt-to-
GDP to 50% (2023: 40%) intensified fiscal worries. Even as Prabowo's senior aide OVERNIGHT RESULTS
(JP) Trade Balance (May): (Mkt:-¥1280.5 Apr: -¥465.6b) | (ID) Exports/Imports YoY (May): 2.9%/-8.8% (Mkt: -0.1%/-0.9%; Apr: 1.7%/4.6%) | (EZ)
Current Account (Apr): $38.6b (Mar: $35.8b)
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