
DATA/EVENTS
Overnight Actual Exp. Prior FX Close (NY) Daily %Δ

(JP) Jobless Rate (Jun) 2.5% 2.6% 2.6% USDJPY 152.77 ▼0.81%  150.00 - 155.00

-6.5% -2.3% 5.7% EURUSD 1.0815 ▼0.06%  1.0710 - 1.0900

8184k 8000k 8140k GBPUSD 1.2836 ▼0.20%  1.2700 1.2950

100.3 99.7 97.8 AUDUSD 0.6538 ▼0.17%  0.6500 - 0.6650

0.6%/0.3% 0.5%/0.2% 0.4%/0.3% DXY 104.6 ▼0.01%  103.8 - 105

Today USDCNY 7.2410 ▼0.27%  7.2100 - 7.2800

3.2% 2.8% USDCNH 7.2438 ▼0.38%  7.2000 - 7.3000

-6.4% 1.1% USDHKD 7.8131 +0.04%   7.8040 - 7.8160

49.4/50.3 49.5/50.5 USDSGD 1.3422 ▼0.09%  1.3320 - 1.3500

3.8% 4.0% USDKRW 1381 +0.00%   1374 - 1390

4.8% 6.6% USDTWD 32.85 ▼0.08%  32.55 33.10

2.1% 2.1% USDINR 83.73 ▼0.01%  83.50 - 84.00

150k 150k USDIDR 16300 +0.12%   16100 - 16400

45.0 47.4 USDMYR 4.622 ▼0.31%  4.570 - 4.660

1.5% -2.1% USDPHP 58.65 +0.22%   58.20 - 59.00

2.5%/2.8% 2.5%/2.9% USDTHB 35.99 ▼0.21%  35.60 - 36.20

USDVND 25284 ▼0.02%  25200 - 25350

*Open is as at 8am HKT/SGT. 
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Three Take-Aways
1) Growing concerns on ability to achieve soft-landing could see
language tweaks at FOMC, though focus remains on inflation.

2) Tensions between growth, inflation and JPY strength caution
hawkish interpretations of BoJ.

3) Politburo's assurances about growth falling short of stimulus
hopes could widen JPY-CNY wedge.

MACRO THEME: Goldilocks Unwind

- There appears to be growing concerns about the ability to achieve a
Goldilocks-type soft landing, with soft spots of growth feeding such
risks amid geopolitical flares. Such growth risks could be displayed
during the FOMC presser although we expect central bias remains for
inflation to be anchored. BoJ faces the same tensions with growth
trade-off and sustained inflation/JPY anchoring. Ahead of BOJ and
FOMC, positions are based on caution, rather than unbridled bets
either way.

- Meanwhile, markets aren't assured with Politburo's assurances about
growth, which means that reacceleration prospects could dim.

Yields (2Y: -4.1bps; 10Y: -3.5bps; 30Y: -3.0bps)

- UST yields fell despite Conference Board Consumer Confidence
outperforming, as markets likely focussed on the downward revision for
the June print amid hints of weaker consumer sentiments in recent
earnings, dialling up rate cut bets.

Equities (Nasdaq: -1.3%; S&P500: -0.5%; Dow: +0.5%)

- Indexes were weighed by tech stock on concerns that the AI-frenzy
has powered the bull market might have gone too far.

FX (DXY: -0.01%)

- DXY was marginally softer on lower yields. JPY outperformed on
comments from Japan's new FX chief that recent JPY weakness has
done more harm than good for the economy as well as a Nikkei report
that BoJ was considering a hike.

- EUR took little boost even as its Q2 GDP beat expectations as mixed
GDP prints for leading Euro area economies cast doubts about the
pace of an economic recovery. German output unexpectedly shrank, in
contrast with better-than-expected growth in France & Spain.

- Gold surged ~1.0% on Israel's apparent retaliation over the Golan
heights attack last weekend.

CHINA: China Politburo

- As we expected, China Politburo meeting outcomes was also not
quite cause for champagne popping on tectonic policy change. In fact,
despite headline focus on various aspects of policy stimulus to boost
growth, there was nothing new nor compelling by way of fresh
stimulus.

- Whereas, "incremental" stimulus was what markets gleaned off the
growth focus headlines. And while this was welcomed, there was
nothing that wasn't already baked into market expectations.

- And so necessarily, the Politburo announcements fell short of the high
hopes of stimulus big guns that could turn the economy around. Point
being, a convenient calibration of monetary policy, entailing rate cuts
should not be mistaken for a catalyst for unqualified economic rescue.
Against this backdrop, CNY rebound to catch up on relative
underperformance vs. JPY may prove hard to extend. And so, our view of
geo-political and policy factors conspiring to instill JPY-CNY wedge
appears to be justified and could have further to run.

Today's Highlights: FOMC - Snooze Button

- July FOMC is the equivalent of hitting the snooze button. Fact is, the Fed
is already on the cusp of cuts. But it’ll hold for just one more meeting.
Partly due to a few inconvenient data spots such as Q2 GDP and the
implied PCE within. But that’s more for optics.

- And in any case, looking over the shoulder too much risks missing
threats approaching from the opposite direction (jobs slowdown) ahead.
Whereas a hold is more because it is the path of least resistance in terms
of rewiring expectations. Markets have fully baked in a September cut, but
is less convinced about July. In addition, it will also provide the requisite
runway to get from more data to gain confidence about dis-inflation to
assurance that policy is adequately tight for dis-inflation to continue. In
fact, this may be the meeting to also start tweaking the language to
introduce the ‘Icarus risk’. That is, rates that are too “high for too long”
jeopardising the desired soft landing. Spots of softer jobs data as a trend -
be it quit rates or job vacancies - alongside cooling wage inflation and the
rise in unemployment are likely to flag the need to calibrate just how
restrictive policy is.

- We don’t expect many in the Fed to sympathise with Fed William
Dudley’s sudden dovish turn, on concerns about excessively high rates
inadvertently and abruptly leading to a hard landing. But we do expect
some consensus about avoiding the Icarus self-sabotage of excessive
altitudes (with rates). This impending shift, being timed for September
means that the language will not turn emphatically dovish just yet. And so,
bullish UST response (drop in yields) could remain measured. And USD
bears may also be on a fairly short leash for now.

Today's Highlights: BoJ - Easy Does It

- Despite heated debate about record wage gains and inflation risks
requiring the BoJ to tighten, the scale and urgency are exaggerated. Point
being, the BoJ has more to lose from haste and aggression than it has
from being slow and cautious. In our view, July hike is far from a done
deal. And not just because of cooler inflation prints recently Instead, it must
be appreciated that the Japanese economy fundamentally cannot afford
harsh and hasty tightening.

- Consumer and household confidence remains fragile and external
demand tentative. What’s more, with JPY pressures easing, the BoJ has
room to wait and watch. And to calibrate sustainable tightening 15-40bp
into year-end, depending on global demand conditions and 2-way JPY
volatility. Rinban reduction (taper) will also be similarly a gradual approach
that does not upset markets; keeping JGB yield volatility in check.
Certainly avoiding spirals.



MARKET MOVES

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

UST (US) 4.360 4.140 -4.1 -3.5 EUR/JPY 165.25 165.1 ▼0.85%  

JGB (JP) 0.372 0.996 -2.3 -2.4 GBP/JPY 196.163 195.966 ▼0.98%  

Bunds (GE) 2.546 2.337 -4.2 -1.9 JPY/SGD (100yen) 0.8787 0.8792 +0.75%   

Gilts (UK) 3.874 4.042 1.2 -0.6 JPY/HKD (100yen) 5.1147 5.1183 +0.87%   

AGB (AU) 4.097 4.280 0.8 0.4 CNH/JPY 21.338 21.081 +0.59%   

SGS (SG) 2.943 2.929 -2.2 -2.5 CNH/HKD 1.0791 1.079 +0.32%   

CGB (CN) 1.519 2.137 -0.1 -1.4 EUR/GBP 0.84261 0.8425 +0.15%   

KGB (KR) 3.065 3.202 -2.8 -4.1 AUD/NZD 1.1075 1.1081 ▼0.62%  

SDL (IN) 6.934 6.801 -0.5 -2.3 EUR/CNH 7.8342 7.8334 ▼0.45%  

GBP/CNH 9.2985 9.2978 ▼0.58%  

*Open is as at 8am HKT/SGT. 

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

S&P500 (US) 5436.44 -27.10 ▼0.50%  ASX (AU) 4539.49 -2.69 ▼0.06%  

Nasdaq (US) 17147.42 -222.78 ▼1.28%  STI (SG) 3441.77 -2.41 ▼0.07%  

DJIA (US) 40743.33 203.40 +0.50%   SHCOMP (CN) 2879.3 -12.54 ▼0.43%  

N225 (JP) 38525.95 57.32 +0.15%   SZCOMP (CN) 1559.513 -2.68 ▼0.17%  

STOXX50 (EU) 4841 25.61 +0.53%   HSI (HK) 17002.91 -235.43 ▼1.37%  

SENSEX (IN) 81455.4 99.56 +0.12%   

Commodity Close Net Chg Daily %Δ JSE (ID) 7241.864 -47.03 ▼0.65%  

8,842.86 -50.81 ▼0.57%  KLSE (MY) 1611.94 -12.62 ▼0.78%  

105.84 -0.09 ▼0.24%  PSE (PH) 6606.36 -42.87 ▼0.64%  

2,410.78 26.59 +1.12%   SET (TH) 1308.09 0.88 +0.07%   

78.63 -1.15 ▼1.44%  VNINDEX (VN) 1245.06 0.00 ▼0.12%  

79 -1.15 ▼1.44%  

74.73 -1.08 ▼1.42%  

28.39 0.52 +1.88%   
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