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

(PH) Overseas Remittances YoY (Jul) 3.1% 3.1% 2.5% USDJPY 140.62 ▼0.16%  139.50 - 143.50

(US) Empire Manufacturing (Sep) 11.5 -4 -4.7 EURUSD 1.1133 +0.52%   1.1000 - 1.1150

(EZ) Trade Balance SA (Jul) 15.5b 15.0b 17.5b GBPUSD 1.3216 +0.70%   1.3000 1.3280

AUDUSD 0.6752 +0.72%   0.6660 - 0.6770

DXY 100.8 ▼0.35%  100.6 - 102.0

Today USDCNY 7.0972 +0.00%   7.0850 - 7.1500

(SG) Non oil domestic exports YoY (Aug) 15.0% 15.7% USDCNH 7.0970 ▼0.05%  7.0850 - 7.1500

(ID) Exports/Imports (Aug) 4.0%/9.3% 6.5%/11.1% USDHKD 7.7927 ▼0.09%  7.7800 - 7.8100

(IN) Exports/Imports (Aug) -- -1.5%/7.5% USDSGD 1.2953 ▼0.18%  1.2900 - 1.3080

(IN) Wholesale prices YoY (Aug) 1.8% 2.0% USDKRW 1334 +0.00%   1300 - 1350

(US) Retail Sales Advance MoM (Aug) -0.2% 1.0% USDTWD 31.90 ▼0.33%  31.80 32.30

0.2% 0.4% USDINR 83.89 ▼0.01%  83.70 - 84.00

(US) Industrial Production MoM (Aug) 0.1% -0.6% USDIDR 15400 +0.00%   15250 - 15450

0.9% -1.3% USDMYR 4.301 +0.00%   4.295 - 4.320

(GE) Zew Survey Current/Expectations (Sep) --/17.5 -77.3/19.2 USDPHP 55.88 ▼0.21%  55.70 - 56.40

USDTHB 33.23 ▼0.31%  33.10 - 33.70

USDVND 24543 ▼0.15%  24500 - 24700

*Open is as at 8am HKT/SGT. 
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Three Take-Aways
1) Markets continue to raise odds of a 50bps cut which buoyed
risk sentiments for broad based growth as equities rotated out of
big tech and UST yields declined.

2) Consequently, USD weakened as AUD leading gains backed by
rising oil prices and relatively prolonged RBA hold.

3) Bank Indonesia to hold rates tomorrow but hint for easing in Q4
conditional on IDR stability.

MACRO THEME: Getting Burnt?

- Even as we highlighted in our daily report yesterday that markets
implied odds for a 50bps cut had been significantly raised, markets
took it up another notch higher with Fed funds futures pricing in a
71% chance of a 50bps cut by the FOMC this week, up from 64%
yesterday.

- This was yet again after Bill Dudley penning a column to support the
case for a 50bps. Nonetheless, he listed reasons for a 25bps cut such
as the expected end-point being more important rather than the pace of
cut, stating that given markets pricing in steep cuts by end 2025, the
pace of this week's move should matter that much, as well as previous
lesson from the Arthur Burns episode which saw resurgence of inflation
and the fact that there are few signs we are near a recession. That
said, he ended with a belief that Fed Chair Powell favours an
aggressive approach.

Yields (2Y: -3.2bps; 10Y: -3.4bps; 30Y: -5.1bps)

- UST yield curve bull flattened as long end yields declined.

Equities (Nasdaq: -0.5%; S&P: +0.1%; Dow: +0.5%)

- The Fed pivot play appear to favour a rotation out of tech as the
Nasdaq slippage contrasted with the Dow gains.

FX (DXY: -0.3%)

- The USD weakened against most G10 peers with AUD leading
against rising to mid-67 cents alongside higher energy prices. Brent
crude prices rose to approach US$73/barrel as weaker USD and Fed
pivot bets raise demand hopes amid tight Libyan supply concerns.
Amid lower UST yields. EUR bulls took their chance to ascend above
1.10 with the GBP further aided by prospects of likely BoE hold.

- In contrast the CAD underperformed as the BoC Governor displayed
openness to big rate cuts. Meanwhile, JPY bulls turned cautious after
dipping to sub-140.

- In EM-Asia, THB continued to enjoy the positive JPY spillovers
even as Commerce Minister Pichai Naripthaphan called for the BoT to
ease policy rates as the THB was too strong as it framed the BoT's
thinking as being outdated and too slow.

- Elsewhere, CNH only had muted gains given that the PBoC had
already flagged that policy easing measures are in the pipeline.

China: Entrenched Weakness

- With Mainland China markets closed for holidays, Chinese stocks in
Hong Kong such as the Hang Seng China Enterprises became a proxy
reflecting the tussle between weak macro backdrop and stimulus
hopes as it closed 0.3% higher despite sliding 1.3% intraday.

- Nonetheless, the scale of the broad challenge continues to contrast
starkly with the rather targeted nature measures implemented in small
steps. This squares with our downward revisions to China GDP growth
forecasts to 4.7% in 2024. Even if there is a late spurt of policy stimulus in
Q4, this will not materially change the growth undershoot and entrenched
weak sentiments.

- In the equity markets, yesterday's 0.6% drop in the Nasdaq dragon index
(large US listed Chinese tech firms) may not appear to have deviated too
far from Nasdaq's 0.5% drop. But the Nasdaq dragon index is down 2.7%
for H2 and 13.7% YTD compared to nasdaq's 0.8% drop for H2 and 17.2%
gains for the year, this underscores the entrenched weakness.

Bank Indonesia: Not Yet

- We expect Bank Indonesia to hold at the upcoming meeting on 18
September, and would likely reiterate that room for rate cut seen in Q4.

- BI had already remarked at the August meeting that the focus for Q3 is
on strengthening the rupiah, while a cut may be possible in Q4. Moreover,
with FOMC later in the night which has significant potential for EM Asia FX
volatility, BI is unlikely to be willing to incite any unnecessary volatility to
the IDR and remove potential for further IDR strength on Fed dovishness,

- Furthermore, there is little case for any moves at this juncture, as
Indonesia's macrofundamentals remain stable since the last meeting.
Headline and core inflation printed at 2.1% and 2.0% respectively in
August, unchanged from a month earlier. On a month ago basis,
administered prices in August 2024 recorded 0.2% MoM increase due to
non-subsidised fuel price adjustments and producers passing through
higher excise duties on tobacco products to consumers.

- Meanwhile, volatile food registered the fifth consecutive month of MoM
decline, supported by higher supply given ongoing harvesting season.
Looking ahead, inflation is well-expected to remain within the 2.5±1%
target range. While there have been plans to restrict eligibility to subsidised
diesel fuels, the passthrough should to inflation should not be upsized.

- There is also no immediate need to support growth with household
consumption still holding up. Consumer confidence have been stable while
retail sales growth remain resilient.

- Looking ahead, we think BI's first cut could come in Q4 on policy
normalisation. The pace of policy normalisation is likely to be gradual
allowing for IDR appreciation, especially as BI notes that global
developments still call for some vigilance.



MARKET MOVES

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

UST (US) 3.552 3.619 -3.1 -3.4 EUR/JPY 156.54 156.69 +0.35%   

JGB (JP) 0.386 0.840 0.0 0.0 GBP/JPY 185.843 185.983 +0.55%   

Bunds (GE) 2.179 2.120 -2.7 -2.7 JPY/SGD (100yen) 0.9211 0.9203 ▼0.10%  

Gilts (UK) 3.785 3.757 -1.3 -1.0 JPY/HKD (100yen) 5.5428 5.5356 +0.08%   

AGB (AU) 3.532 3.812 -3.0 -0.5 CNH/JPY 19.826 19.838 ▼0.17%  

SGS (SG) 2.270 2.414 0.1 -1.7 CNH/HKD 1.0981 1.0981 ▼0.06%  

CGB (CN) 1.358 2.068 0.0 0.0 EUR/GBP 0.84234 0.8425 ▼0.19%  

KGB (KR) 2.948 2.876 -5.2 -3.1 AUD/NZD 1.0887 1.0897 ▼0.01%  

SDL (IN) 6.761 6.683 0.1 0.0 EUR/CNH 7.9022 7.8996 +0.47%   

GBP/CNH 9.3798 9.3761 +0.64%   

*Open is as at 8am HKT/SGT. 

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

S&P500 (US) 5633.09 7.07 +0.13%   ASX (AU) 4525.95 3.47 +0.08%   

Nasdaq (US) 17592.13 -91.85 ▼0.52%  STI (SG) 3570.43 7.78 +0.22%   

DJIA (US) 41622.08 228.30 +0.55%   SHCOMP (CN) 2704.09 0.00 +0.00%   

N225 (JP) 36581.76 0.00 +0.00%   SZCOMP (CN) 1476.262 0.00 +0.00%   

STOXX50 (EU) 4827.63 -16.36 ▼0.34%  HSI (HK) 17422.12 53.03 +0.31%   

SENSEX (IN) 82988.78 97.84 +0.12%   

Commodity Close Net Chg Daily %Δ JSE (ID) 7812.131 0.00 +0.00%   

9,264.82 75.65 +0.82%   KLSE (MY) 1652.15 0.00 +0.00%   

91.77 0.00 ▼0.87%  PSE (PH) 7104.2 81.35 +1.16%   

2,582.45 4.75 +0.18%   SET (TH) 1435.53 11.14 +0.78%   

30.73 0.07 +2.95%   VNINDEX (VN) 1239.26 -0.01 ▼0.99%  

72.75 1.14 +1.59%   

70.09 1.44 +2.10%   

2.37 0.01 +0.04%   
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