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

(AU) Employment Change (Nov) 35.6k 25.0k 12.1k USDJPY 152.63 +0.12%   151.00 - 153.70

(AU) Unemployment Rate (Nov) 3.9% 4.2% 4.1% EURUSD 1.0468 ▼0.27%  1.0400 - 1.0550

5.5% 5.5% 6.2% GBPUSD 1.2673 ▼0.61%  1.2640 1.2880

(IN) Industrial Production YoY (Oct) 3.5% 3.6% 3.1% AUDUSD 0.6369 +0.00%   0.6320 - 0.6460

(US) Initial Jobless Claims 242k 220k 224k DXY 107.0 +0.23%   106.2 - 107.3

(US) PPI Final Demand YoY (Nov) 3.0% 2.6% 2.4% USDCNY 7.2691 +0.08%   7.2500 - 7.3000

(US) PPI Ex Food, Eneergy YoY (Nov) 3.4% 3.2% 3.1% USDCNH 7.2759 ▼0.04%  7.2400 - 7.3100

(EZ) ECB Deposit Facility Rate 3.00% 3.00% 3.25% USDHKD 7.7745 ▼0.00%  7.7680 - 7.7840

USDSGD 1.3469 +0.16%   1.3340 - 1.3520

Today USDKRW 1432 +0.00%   1420 - 1445

(EZ) Industrial Production WDA YoY (Oct) -- -2.8% USDTWD 32.50 ▼0.07%  32.30 32.80

(JP) Tankan Large Non-Mfg Index/Outlook (4Q)33/28 33/28 34/28 USDINR 84.87 +0.03%   84.60 - 85.10

1.1 13/12 13/14 USDIDR 15925 +0.06%   15800 - 15980

(JP) Tankan Large All Industry Capex (4Q) 11.3% 10.0% 10.6% USDMYR 4.438 +0.12%   4.390 - 4.460

(JP) Industrial Production YoY (Oct F) -- 1.6% USDPHP 58.25 ▼0.09%  57.70 - 58.70

USDTHB 33.84 ▼0.16%  33.6 - 34.2

USDVND 25394 +0.07%   25300 - 25450

*Open is as at 8am HKT/SGT. 
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Three Take-Aways
1) ECB cut rates by 25bps as growth forecasts were downgraded
and inflation framed as being likely to settle at 2%.

2) Even as UST yields rose, soft core PPI and higher jobless
claims continue to back elevated odds of a December Fed cut.

3) CEWC Underpins Stimulus, But Doesn't Unleash Bulls.

MACRO THEME: What's Clear?

- As expected, the ECB cut rates by 25bp. ECB President Lagarde said
that the direction for rates is very clear as inflation was framed as
being able to settle at around the 2% medium term and growth
forecasts were downgraded for both 2025 and 2026.

- Even though a 50bp cut was discussed, it was not chosen as it was
not yet mission accomplished on the inflation front.

- Across the Atlantic, while the higher than expected headline PPI print
drove UST yields higher, it did not obstruct odds of a Fed cut next week
as core PPI components remain soft. This is especially so as initial
jobless claims printer higher.

Yields (2Y: +3.9bp; 10Y: +5.7bp, 30Y: +6.2bp)

- Yield curve bear steepened on weak demand at 30Y auction.

Equities (Nasdaq: -0.7%; S&P: -0.5%; Dow: -0.5%)

- Risk sentiments were dented as US equities fell broadly.

FX (DXY: +0.2%)

- USD gained against all G10 peers as UST yield rose. CHF led losses
as the SNB surprised with a 50 bp cut. USD/JPY buoyed above mid-
152. EUR remains pressured below 1.05. AUD was not able to hold
onto gains from a robust job print, trading just above mid-63 cents.

China: CEWC Underpins Stimulus, But Doesn't Unleash Bulls
- CEWC statement reinforced notions of more pipeline policy stimulus.
Nonetheless as expected (that has been the case with past CEWCs),
the references were of broad strokes of stimulus and not details of the
execution. As such scope for sustained and extended China rallies
ought to be limited, if not checked.
- Instead, markets may be looking to macro data next week to gauge if
there is followthrough positivity on the nascent pickup seen earlier. We
suspect that optimism will be qualified.
- In any case, disappointment should not be mistaken for Beijing's
appetite for sharp CNY depreciation as the overall macro benefits of
relative RMB stability far outweigh advantages extracted from a
cheaper CNY.
* Please see Mizuho Macro Brief - Why Beijing Will Not Deploy an Aggressive CNY
Devaluation Strategy

What Central Banks Should Worry About

- It is widely expected that most G10 central bankers ought to be
worried about one of two things. Either a re-acceleration of inflation
into a cutting cycle, potentially inflamed by hard-to-predict, but
possibly profound impact from geo-politics and Trump-flation.

- Or not easing quickly enough, thereby stumbling into a hard-
landing as highly variable lags from monetary policy bite (despite the start
of easing cycles).

- Arguably, the sense is that with US exceptionalism, the former is a
greater concern for the Fed. Whereas the latter (not being quick enough
to avert hard-landing risks and attendant economic pain) may be more
applicable across the Atlantic and broadly elsewhere globally.

- Both risks pertain to appropriately timing (be it deferring or
hastening) the policy inflection, with a follow-up challenge of identifying
the applicable “neutral” rates (to account for potential structural shifts
obfuscated by cyclical noise).

- The good news is that a high(ly restrictive) starting point, after
aggressive hiking cycles rom 2022-23, provides G10 central bankers with
sufficient buffer to comfortably front-load sizable cuts without
fearing policy monumental mis-steps. The ECB has already delivered
a 100bp of cuts, the Fed has done 75bp with another 25bp around the
corner. Meanwhile SNB and Riksbank have pulled off 125bp of cuts.

- These cuts by and large not only appear to be appropriately timed, but
also leave scope for further easing into early-2025 as data-evolves. In
other words, for most central banks , the direction of travel (down) for
rates is far more assured, and the judgment call is more around the pace
of cuts for now.

- Nonetheless, this is not to be confused with risk-free policy calculus.
Tucked in a corner is the cognizance of the worst-case scenario of
stagflation – which delivers cost shocks and destroys demand.

- The trouble with that is not correcting for a policy mistake. Instead, it is
having to knowingly endure, if not inflict, greater economic pain under the
tyranny of an inverted Phillips curve.

- Discomfortingly for global central bankers, geo-political shocks
tend to increase the risks of stagflation-type outcomes. But that said,
the silver-lining is this time is that supply-demand dynamics of global
energy markets appear to have mitigated the risks of sharp energy
shocks, thereby diminishing stagflation risks.

What then should central bankers really fret other than timing the pace
of cuts?

- Arguably (although not obviously), central bankers should worry about
the lack of policy transmission (and hence impaired policy efficacy).
Fact is, after effectively 100bp of Fed cuts (75bp delivered in over Sep
and Nov FOMC and another 25b imminently priced in), 10Y UST yields
are up 50-60bp since the Sep FOMC and nearly 40bp for the year.
Correspondingly, the USD is up nearly 6% since the Sep FOMC (and ~
5.5% for the year).

This speaks to tighter, not looser, monetary conditions. Admittedly,
equities on an extended bull run may loosening financial conditions. But
the liquid, positive wealth boost effects accrues to the wealthier
households. Whereas most of main street will still be hurting from
elevated rates still (with little relief from cuts). So arguably, a blind-side
for central banks to worry about is impaired transmission.



MARKET MOVES

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

UST (US) 4.193 4.329 3.9 5.7 EUR/JPY 159.78 159.78 ▼0.14%  

JGB (JP) 0.573 1.043 -1.3 -2.5 GBP/JPY 193.438 193.386 ▼0.49%  

Bunds (GE) 2.016 2.203 6.9 7.7 JPY/SGD (100yen) 0.8824 0.8828 +0.08%   

Gilts (UK) 4.270 4.362 2.4 4.6 JPY/HKD (100yen) 5.093 5.0966 ▼0.12%  

AGB (AU) 3.886 4.264 9.7 7.9 CNH/JPY 20.979 20.987 ▼0.20%  

SGS (SG) 2.747 2.712 2.1 1.4 CNH/HKD 1.0697 1.0696 ▼0.10%  

CGB (CN) 1.256 1.811 -2.4 -1.9 EUR/GBP 0.82592 0.82621 +0.33%   

KGB (KR) 2.704 2.665 6.2 3.9 AUD/NZD 1.1038 1.1043 +0.24%   

SDL (IN) 6.740 6.637 -0.5 -1.3 EUR/CNH 7.6165 7.6202 ▼0.30%  

GBP/CNH 9.2207 9.223 ▼0.67%  

*Open is as at 8am HKT/SGT. 

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

S&P500 (US) 6051.25 -32.94 ▼0.54%  ASX (AU) 4542.56 4.15 +0.09%   

Nasdaq (US) 19902.84 -132.05 ▼0.66%  STI (SG) 3809.27 16.45 +0.43%   

DJIA (US) 43914.12 -234.44 ▼0.53%  SHCOMP (CN) 3461.5 29.01 +0.85%   

N225 (JP) 39849.14 476.91 +1.21%   SZCOMP (CN) 2112.896 21.98 +1.05%   

STOXX50 (EU) 4965.53 6.18 +0.12%   HSI (HK) 20397.05 242.00 +1.20%   

SENSEX (IN) 81289.96 -236.18 ▼0.29%  

Commodity Close Net Chg Daily %Δ JSE (ID) 7394.238 -70.51 ▼0.94%  

8,972.62 -101.45 ▼1.12%  KLSE (MY) 1602.08 -1.12 ▼0.07%  

106.17 1.43 +0.98%   PSE (PH) 6641.35 -1.36 ▼0.02%  

2,680.73 -37.50 ▼1.38%  SET (TH) 1439.89 -3.16 ▼0.22%  

31.00 0.08 +2.28%   VNINDEX (VN) 1267.35 0.00 ▼0.12%  

73.41 -0.11 ▼0.15%  

70.02 -0.27 ▼0.38%  

3.46 -0.90 ▼2.84%  
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