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

(IN) CPI YoY (Jul) 3.5% 3.6% 5.1% USDJPY 147.21 +0.41%   145.00 - 150.00

4.2% 5.4% 6.2% EURUSD 1.0931 +0.13%   1.0890 - 1.0970

Today GBPUSD 1.2770 +0.07%   1.2700 1.2830

4.1% 4.1% AUDUSD 0.6586 +0.12%   0.6510 - 0.6610

- 9.7% DXY 103.1 +0.00%   102.6 - 104.0

3.0% 3.1% 2.9% USDCNY 7.1747 +0.09%   7.1200 - 7.2000

- 41.8 USDCNH 7.1784 +0.06%   7.1400 - 7.2000

(GE) ZEW Survey Current (Aug) - -68.9 USDHKD 7.7911 ▼0.08%  7.7800 - 7.8100

- 2.6% USDSGD 1.3243 +0.03%   1.3200 - 1.3300

- 3.0% USDKRW 1370 +0.00%   1350 - 1380

USDTWD 32.47 +0.11%   32.20 32.60

USDINR 83.97 +0.02%   83.85 - 84.10

USDIDR 15955 +0.19%   15800 - 16100

USDMYR 4.454 +0.68%   4.410 - 4.480

USDPHP 57.33 +0.07%   56.90 - 57.60

USDTHB 35.29 +0.00%   35.00 - 35.50

USDVND 25126 +0.07%   25000 - 25200

*Open is as at 8am HKT/SGT. 
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Three Take-Aways
1) Fears look to be creeping in on recession risks and heat from
geopolitical tensions.

2) Interventions in Chinese bond markets could cast a pall on
market integrity, and further denting poor sentiments; possible
downside surprise to industrial data on Thursday.

3) EM Asia FX benefitting from brief respite from JPY-funded carry
unwind may not sustain outperformance.

MACRO THEME: Much To Fear?

- In the absence of any notable data releases or comments from
officials, fear may be creeping in. Afterall, there is much to be wary of
amid a rise in geopolitical tensions, coupled with creeping fears of
recessions risk in the US. Brent crude surged +3.3% to >$82/bbl as
geopolitical tensions racheted-up. US shored up naval and air forces in
the Middle East as Israel prepared for Iran's response (which Iran
claimed will be "legitimate and resolute") to last month's assassination
of a Hamas leader in Tehran. Meanwhile, Ukrainian President
Zelenskiy publicly confirmed that his forces had seized a swathe of
Russian territory.

- That sentiments were cautious was perhaps reflected in lower UST
yields yet the DXY was broadly supported.

- Meanwhile, India's inflation eased below the central bank's target for
the first time in nearly five years, though it is unlikely to spur interest
rate cuts just yet as policymakers want to see a sustained decline in
prices.

Yields (2Y: -3.7bps; 10Y: -3.6bps; 30Y: -1.8bps)

- Geopolitical tensions likely motivated a fall in UST yields in the
absence of FedSpeak and any notable data releases.

Equities (Nasdaq: +0.2%; S&P500: +0.0%; Dow: -0.4%)

- Equities traded mixed across sectors.

FX (DXY: 0.0%)

- DXY was stable despite lower yields, which could point to some
haven flows.

- NZD outperformed G10 peers ahead of its policy decision tomorrow.
NZD has been recovering some strength in recent days, after soft
inflation data in July saw the sell-off. The recovery is likely on the back
of readjustments in rate cut bets an impending rate cut is not as clear-
cut. While more than half of RBNZ shadow board supported a 25bps
cut, the remainder recommend standing pat.

- JPY led losses as markets adjusted overzealous hawkish bets after
ex-BoJ Board member ruled out another rate hike this year. USD/JPY
briefly tested 148 before heading lower to 147 levels.

- EUR was buoyant above 1.09 handle, while AUD hovered above mid-
65 cents. Meanwhile, USD/SGD range-traded above 1.32 levels.

China: Soft Sentiments

- Meanwhile, soft sentiments still abound in China, as evidenced in efforts
by Chinese authorities to rein back the bond rally on financial stability
concerns. Bond yields have been hitting new lows amid economic gloom
and rate cut bets. While bond yields have started to climb in recent days in
a sign that investors are finally taking heed of the warnings, such
interventionist approaches could take a toll on market integrity. PBoC had
used a quarterly monetary policy report last Friday to warn against the
risks of what is considers a bond-market bubble.

- Going into data-heavy Thursday, July's disappointing export growth could
foreshadow a downside surprise to industrial value added, although retail
sales could accelerate aided by a slower decline in passenger vehicle
sales.

IDR, PHP, MYR: Continued Outperformance?

- Even as bets on outsized Fed cuts dialled back, IDR and MYR were the
EM Asia outperformers, gaining ~1.7% each while PHP gained ~1.4%.

- Part of IDR's and PHP's outperformance was likely a breather in "carry
unwind". G10 carry currencies AUD, CAD which were also battered by
JPY's recent surge, also gained to the tune of ~1% last week amid a more
subdued JPY with BoJ alluded to a bail option on hikes, which ought to
temper over-extended hawkish BoJ bets.

- In addition, data releases the past week were broadly supportive of a
hold by BI and BSP. In particular, bets of BSP frontrunning the Fed should
have been meaningfully lower with July inflation exceeding the target
range, and BSP loosening its stance on the possibility of an August cut.
Meanwhile, Indonesia's relatively circumspect view of Fed cuts would
mean no cuts yet. But continued IDR and PHP outperformance may be a
stretch for the following reasons.

- First, JPY strength is not exclusively within the BoJ's remit, and another
sharp JPY squeeze will require that the Fed does not resort to drastic rate
cuts, while recession fears have been mounting. Accordingly, sentiments
are likely to be cautious and JPY-funded carry trades are unlikely to swing
back in full traction.

- Second, sustained real-rate advantage may not be durable as cuts by EM
Asia central banks are imminent. While the rather inconvenient July
inflation is likely to have put off a BSP cut, BSP had alluded to the
possibility of an off-cycle cut. Meanwhile, BI's policy setting is in part
contingent on Fed policy, which it had expressly alluded to.

- In contrast, the MYR is on a relatively better standing, with monetary
policy set on a prolonged hold amid stronger-than-expected economic
growth and managed inflation even amid government reforms. Positive
sentiments are also evidenced in recent high profile investments by MNCs,
while efforts by government-linked companies cushion pressure on the
MYR. Nonetheless, recent outperformance could see some profit-taking
and some downside correction could be expected, especially as lingering
CNY risks continue to drag EM Asia FX.



MARKET MOVES

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

UST (US) 4.018 3.905 -3.7 -3.6 EUR/JPY 160.91 160.75 +0.57%   

JGB (JP) 0.283 0.844 0.0 0.0 GBP/JPY 187.976 187.713 +0.46%   

Bunds (GE) 2.386 2.223 0.7 0.0 JPY/SGD (100yen) 0.8996 0.9007 ▼0.37%  

Gilts (UK) 3.629 3.915 -0.1 -2.8 JPY/HKD (100yen) 5.293 5.301 ▼0.47%  

AGB (AU) 3.790 4.048 1.1 -1.0 CNH/JPY 20.53 20.488 +0.33%   

SGS (SG) 2.790 2.857 3.6 0.9 CNH/HKD 1.0858 1.0861 ▼0.18%  

CGB (CN) 1.635 2.241 9.4 4.3 EUR/GBP 0.85629 0.85638 +0.09%   

KGB (KR) 3.019 3.045 -1.8 -3.7 AUD/NZD 1.0944 1.0935 ▼0.11%  

SDL (IN) 6.880 6.759 0.0 0.0 EUR/CNH 7.8472 7.85 +0.18%   

GBP/CNH 9.1643 9.1664 +0.06%   

*Open is as at 8am HKT/SGT. 

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

S&P500 (US) 5344.39 0.23 +0.00%   ASX (AU) 4486.47 21.43 +0.48%   

Nasdaq (US) 16780.61 35.31 +0.21%   STI (SG) 3235.38 -26.45 ▼0.81%  

DJIA (US) 39357.01 -140.53 ▼0.36%  SHCOMP (CN) 2858.205 -3.99 ▼0.14%  

N225 (JP) 35025 0.00 +0.00%   SZCOMP (CN) 1546.572 -7.36 ▼0.47%  

STOXX50 (EU) 4671.88 -3.40 ▼0.07%  HSI (HK) 17111.65 21.42 +0.13%   

SENSEX (IN) 79648.92 -56.99 ▼0.07%  

Commodity Close Net Chg Daily %Δ JSE (ID) 7297.625 40.63 +0.56%   

8,908.18 160.90 +1.84%   KLSE (MY) 1606.66 10.61 +0.66%   

100.06 -3.65 ▼1.41%  PSE (PH) 6613.36 -34.44 ▼0.52%  

2,472.90 41.58 +1.71%   SET (TH) 1297.07 0.00 +0.00%   

82.30 2.64 +3.31%   VNINDEX (VN) 1230.28 0.01 +0.54%   

82 2.64 +3.31%   

80.06 3.22 +4.19%   

27.98 0.52 +1.89%   
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