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

(KR) BOK Base Rate 3.00% 3.25% 3.25% USDJPY 151.55 +0.30%   149.00 - 153.00

(EZ) Consumer Confidence (Nov F) -13.7 -- -13.7 EURUSD 1.0552 ▼0.13%  1.0470 - 1.0650

Today/Over the Weekend GBPUSD 1.2687 +0.06%   1.2600 1.2780

(AU) Private Sector Credit MoM (Oct) 0.5% 0.5% AUDUSD 0.6499 +0.03%   0.6450 - 0.6550

(IN) Fiscal Deficit YTD INR (Oct) -- 4745b DXY 106.0 ▼0.03%  105.5 - 106.9

(IN) GDP YoY (3Q) 6.5% 6.7% USDCNY 7.2445 ▼0.01%  7.2300 - 7.2700

(KR) Industrial Production YoY (Oct) 6.3% 2.0% -1.4% USDCNH 7.2499 +0.07%   7.2300 - 7.2750

(TH) BoP C/A Balance (Oct) $600m $559m USDHKD 7.7838 +0.03%   7.7800 - 7.7870

(TH) Exports/Imports YoY (Oct) -- 1.1%/9.5% USDSGD 1.3431 +0.20%   1.3320 - 1.3500

(TW) GDP YoY (3Q P) 4.0% 4.0% USDKRW 1395 +0.00%   1385 - 1405

(EZ) CPI Est./Core YoY (Nov/P) 2.3%/2.8% 2.0%/2.7% USDTWD 32.53 ▼0.03%  32.40 32.70

(JP) Jobless Rate (Oct) 2.5% 2.5% 2.4% USDINR 84.50 +0.05%   84.30 - 84.70

(JP) Job-to-Applicant Ratio (Oct) 1.2 1.2 1.2 USDIDR 15870 ▼0.38%  15800 - 15950

(JP) Industrial Production MoM (Oct P) 3.0% 4.0% 1.6% USDMYR 4.445 +0.03%   4.410 - 4.470

(JP) Retail Sales YoY (Oct) 1.6% 2.0% 0.7% USDPHP 58.69 ▼0.05%  58.30 - 59.00

(CH) Mfg/Non-Mfg PMI (Nov) 50.2/50.4 50.1/50.2 USDTHB 34.44 ▼0.42%  34.20 - 34.70

(KR) Exports/Imports YoY (Nov) 2.8%/-0.9% 4.6%/1.7% USDVND 25376 ▼0.04%  25250 - 25450

*Open is as at 8am HKT/SGT. 
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Three Take-Aways
1) Subdued price action on US holiday not an indication of calm
amid Trump tariffs threats, French fiscal woes and geo-political
risks.

2) JPY carry squeeze attributable to heightened uncertainty and
associated volatility.

3) Greater threat to China may lie internally (property woes and
chronic confidence deficit) rather than externally (tariffs).

MACRO THEME: Not Mistaking Quiet for Calm

- With the US away for Thanksgiving, price action was justifiably
subdued. But the quiet of holiday-thinned markets should not be
mistaken for calm. Admittedly, futures markets are not throbbing with
signs tensions or disquiet. Nonetheless, the landscape is strewn with
latent headline risks that markets are undoubtedly sensitive to.

- For one, Trump 2.0 tariff threats are playing out in the background,
presenting as lingering strains on exposed currencies such as CNY,
AUD, TWD and MXN*.

- Admittedly, imminent panic in FX markets has been averted. But
equally, outsized JPY carry unwind (more below) from the previous
session offers a glimpse into nerves frazzled by uncertainty.

- What’s more, French fiscal woes are also simmering, with Le Pen
threatening a no confidence vote if PM Barnier does not concede more
ground. This sets the stage next week for potential EUR volatility
and wider OAT-Bund spreads if the concessions so far fail to
appease.

- Finally geo-political risks involving conflicts, be it Russia-Ukraine or
Israel-Lebanon, loom large. The ceasefire deal on the latter looks
tentative at best. And the former is far from a resolution, with perverse
incentives for escalation before Trump 2.0. Point being, the adage
about “the calm before the storm” is arguably owed to mistaking
misleading quiet for bona fide calm.

* The list of impacted currencies is far from exhaustive.

JPY Carry: Hobbled by RIsk Aversion

- The previous session’s sharp drop in USD/JPY from 154 regions to
test 151 was admittedly directionally-consistent by broad-based
USD pullback. But the depth of USD/JPY capitulation far outpaced
the broader USD decline. In fact, at its most intense, it was almost by
twice as emphatic.

- This arguably reveals more emphatic underlying risk aversion that
imposes a higher propensity to squeeze out JPY carry trades.
Especially considering that the economic and policy ripples from Trump
2.0 should so just the opposite. That is increase the fundamental allure
of JPY carry trades. For one, insofar that Trump-flatoin is deemed to
restrain Fed cuts and Trump 2.0 is expected to temper the BoJ’s
tightening bias, the resultant Trump 2.0 UST-JGB rate differential
shifts ought to boost JPY carry allure and stifle JPY.

- What’s more, trade assaults from Trump 2.0 tariffs, whether collateral
or direct, are also expected to dampen JPY valuations boosting the
funding capital of JPY carry trades.

- The upshot being, an increased propensity for JPY carry squeeze
defies underlying economic allure of JPY carry. And is instead
attributable to heightened uncertainty and associated volatility (which
kills carry).

Yields (US market was closed for holiday.)

- European bond yields declined, led by OATs. Based on futures, USTs
declined 2-3bps as well.

Equities (US market was closed for holiday.)

- Futures are pricing Nasdaq, S&P and Dow 0.2-0.3% higher.

FX (DXY: -0.0%)

- The USD traded mixed against the G10 currencies.

- JPY led losses and was buoyant around mid-151 levels. EUR traded
around mid-1.05 levels, while AUD traded around 65 cents levels.

- In EM Asia, KRW underperformed following a hawkish cut by Bank of
Korea yesterday. The 25bps cut came on the back of lower growth and
inflation forecast. 2025 growth forecast revised lower to 1.9% from 2.1%,
as the central bank cited uncertainties to South Korea's trade environment.
2025 inflation forecast was revised to 1.9% (from 2.1%). Elsewhere,
USD/SGD traded mostly above 1.34 levels.

China: Trump 2.0 Tariffs a Prominent Risk, Not the Greatest Threat

- Admittedly, Trump 2.0 trade assault trained on China is front and center
of China macro risks. And justifiably so. Nonetheless, it may that the
intensity of the risk overstates the magnitude of the threat. In other words,
and as controversial as it sounds, that fact may be that tariffs may not be
the biggest threat that China faces.

- For one, the experience with Trump 1.0 tariffs, which Biden not only
retained but accentuated with targeted sanctions, reveals little dent to
China’s exports dominance. In fact, China has defied tariffs to
increase its global share of exports as diminished exports to the US has
been more than offset by exports to ROW (rest of the world). This is
testament to China’s unmatched industrial prowess, inextricably
woven into global supply-chains that cannot be efficiently replicated at
scale. Even more so, given China’s daunting and domineering excess
capacity (and in some cases technological advantages) in key, strategic
components for global manufacturing. And so, effectively substituting
for, much less supplanting, China’s industry/exports is a tall order,
requiring more than just tariffs.

- The irony then is that China may not bear the brunt of trade conflicts. Not
immediately anyway. Nonetheless, China is in no position to enjoy this
industrial buffer unfettered as its pre-existing vulnerabilities/trauma from
property woes and chronic confidence deficit threaten to accentuate trade
pains.



MARKET MOVES

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

UST (US) 4.229 4.264 0.0 0.0 EUR/JPY 159.9 159.66 +0.15%   

JGB (JP) 0.577 1.050 -0.8 -1.3 GBP/JPY 192.274 191.924 +0.35%   

Bunds (GE) 1.994 2.125 -3.5 -3.4 JPY/SGD (100yen) 0.8863 0.8874 ▼0.09%  

Gilts (UK) 4.274 4.275 -2.7 -1.9 JPY/HKD (100yen) 5.1363 5.1486 ▼0.26%  

AGB (AU) 3.949 4.361 -5.0 -5.5 CNH/JPY 20.917 20.868 +0.45%   

SGS (SG) 2.801 2.784 -0.9 -1.9 CNH/HKD 1.0745 1.0744 +0.06%   

CGB (CN) 1.391 2.037 0.1 -1.2 EUR/GBP 0.83184 0.83187 ▼0.17%  

KGB (KR) 2.795 2.827 0.0 0.0 AUD/NZD 1.1035 1.1037 +0.11%   

SDL (IN) 6.833 6.716 0.0 -0.8 EUR/CNH 7.6517 7.6535 ▼0.04%  

GBP/CNH 9.198 9.2003 +0.12%   

*Open is as at 8am HKT/SGT. 

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

S&P500 (US) 5998.74 0.00 +0.00%   ASX (AU) 4521.54 7.44 +0.16%   

Nasdaq (US) 19060.48 0.00 +0.00%   STI (SG) 3737.25 29.16 +0.79%   

DJIA (US) 44722.06 0.00 +0.00%   SHCOMP (CN) 3295.698 -14.08 ▼0.43%  

N225 (JP) 38349.06 214.09 +0.56%   SZCOMP (CN) 1983.79 -12.92 ▼0.65%  

STOXX50 (EU) 4758.65 25.50 +0.54%   HSI (HK) 19366.96 -236.17 ▼1.20%  

SENSEX (IN) 79043.74 -1190.34 ▼1.48%  

Commodity Close Net Chg Daily %Δ JSE (ID) 7200.157 -45.73 ▼0.63%  

8,884.35 -17.37 ▼0.20%  KLSE (MY) 1597.49 -6.76 ▼0.42%  

102.39 0.21 ▼0.01%  PSE (PH) 6638.54 -64.05 ▼0.96%  

2,637.92 1.90 +0.07%   SET (TH) 1428.01 -2.39 ▼0.17%  

30.22 0.00 +0.00%   VNINDEX (VN) 1242.11 0.00 +0.01%   

73.28 0.45 +0.62%   

68.72 0.00 +0.00%   

3.20 0.12 +0.41%   
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