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USD rates. UST yields retraced from intra-day highs to end the day
mostly flat. Yields Initially rose taking cue from the Gilt market
while US data also printed on the firm side. UST yields have since
retraced probably on some short covering as investors stay on the
sidelines ahead of payroll and US elections. September core PCE
price index stayed at 2.7%YoY against consensus for a mild easing
to 2.6%YoY; while the sequential reading was in line with
expectations at 0.3%MoM, August number was revised up to
0.2%MoM from 0.1%MoM. September personal income was also
stronger than expectation, having grown 0.5%MoM. Earlier on
Wednesday, US Treasury confirmed the planned auction sizes for
the Nov-Jan quarter remain unchanged compared to the previous
plan. 10Y UST vyield has risen by 67bps from its low in mid-
September while the 10Y term premium as per NY Fed ACM model
has risen by 51bps from its recent low, explaining part of the
upticks in nominal yields. With US elections and fiscal worries in
play, uncertainty is high as to how market will react to payroll
tonight.

GBP rates. Gilts stabilised somewhat in late session on Thursday;
yields were still up by cumulative 20bps plus compared to just
before the announcement of the Autumn Budget. To recap, fiscal
spending is budgeted to increase by GBP70bn a year over the next
five years; half of the increase in spending is planned to be funded
through an increase in taxes and the rest through an increase in
borrowing. The more expansionary Budget pushed up yields via
two channels, namely higher supply and potentially higher
inflation pressures. For now, it appears market reacted more to
the latter. For fiscal 2024/25, most of the increased borrowing will
be via long-end gilts, followed by medium-tenors; but the Gilt
curve bearish flattened as market pared back rate cuts
expectations. GBP OIS last priced 32bps of rate cuts before year
end, versus as much as 43bps priced last week; our base-case
remains for only one more 25bp cut before year-end, likely at the
November MPC meeting. As increased net borrowing is planned
for the years ahead, there may not be a near-term reversal in
market reaction
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DXY. NFP in Focus. USD drifted lower despite US data printing
better than expected — ADP employment, core PCE, initial jobless
claims. The pullback in USD can be explained by the pullback in
Trump spread over Harris (betting markets). Technically, the move
lower is consistent with our earlier caution that we see room for
USD to retrace lower. DXY was last at 103.93. Bullish momentum
on daily chart faded while RSI fell from overbought conditions. We
continue to see room for USD to drift lower. That said, pullback
may also find some support ahead of US elections next week.
Support at 103.80 levels (200 DMA, 50% fibo), 102.90/103.20
levels (21, 100 DMAs, 38.2% fibo retracement of 2023 high to 2024
low) and 101.90 (50 DMA). Resistance at 104.60 (61.8% fibo),
105.20 levels. Focus today is on payrolls report. Consensus is
looking for NFP to print lower at 100k (vs. 254k prior),
unemployment rate to hold steady at 4.1% and hourly earnings to
hold up at 4% YoY. A softer print, alongside Trump spread
narrowing may have an asymmetrical larger pullback in USD.

EURUSD. Short squeeze Underway. EUR traded higher, in line
with our caution for short squeeze trade. We had previously said
there was already quite a bit of negativity is in the price of EUR
following recent dovish rhetoric out of ECB, softer growth/
economic momentum, USD strength and the fear of Trump win
and the threat of that 10-20% tariff. But with much negativity in
the price, we do caution for the risk of rebound if EU data this week
surprise to the upside. 3Q24 GDP surprised to the upside (+0.4%
QoQ vs. 0.2% expected) while CPI inched higher on both headline
(2% YoY vs. 1.9% expected) and core (2.7% YoY vs. 2.6% expected).
Elsewhere, the unemployment rate unexpectedly dipped to 6.3%
(vs. 6.4% expected). EUR was last seen at 1.0880. Momentum
turned mild bullish though there are signs that the recent rise in
RSl is moderating. Resistance at 1.09 (50% fibo), 1.0940 (100
DMA). Support at 1.0830 (61.8% fibo retracement of 2024 low to
high), 1.0760 (recent low).

JPY rates. BoJ kept its policy rate unchanged at 0.25% on Thursday
as widely expected. The overall rhetoric from the Outlook report
and Ueda’s press conference was seen as mildly hawkish.
Although projected core CPI (all items less fresh food) for fiscal
2025 is revised a tad lower due to decline in crude oil and other
resource prices, the BolJ assessment remains that underlying
inflation is to increase gradually on an improving output gap, a
tightening labour market and inflation expectations. BoJ sees
“risks to economic activity are generally balanced. Risks to prices
are skewed to the upside for fiscal 2025”. We continue to expect
a 10-15bp hike at the December MPC meeting. 10Y bond/swap
spread has been trading around multi-year median level; the next
support for 10Y JGB is seen at 1.09% and then 1.12%
corresponding to the 10Y JPY OIS levels.
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USD pullback consistent with narrowing
of Trump-Harris spread
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o USDIJPY. Sell Rallies. USDJPY fell post BoJ press conference.
Governor Ueda said that the current political situation in Japan
would not stop him from lifting rates if prices and the economy
stay in line with BoJ’s forecast. He also made reference to FX rates
more likely to affect prices in Japan than before. He also said that
similar wage deals in 2025 as to 2024 would be good but there is
not much information on next year’s Shunto yet. Overall, his
remarks are more hawkish than expected and is likely to have
paved the way for a BoJ hike in December, which remains our
house view. Recent labour market report pointed to upward wage
pressure in Japan with 1/ jobless rate easing, 2/ job-to-applicant
ratio increasing to 1.24 and 3/ even female labour participation
rate rose to 1.2ppts (versus a year ago). Japan’s trade union
confederation (or Rengo) is again calling for wage increase of 5%
or more overall and 6% or more for SMEs for 2025. Wage growth
remains intact, alongside broadening services inflation and this is
supportive of BoJ normalizing rates. Our house view continues to
look for 10-15bp hike before year-end. Pair was last at 152.30
levels. Bullish momentum on daily chart faded while RSI fell from
near overbought conditions. Near term likely. Support at 151.55
(200 DMA), 150.60/70 levels (50% fibo retracement of Jul high to
Sep low, 100 DMA). Resistance at 153.30 (61.8% fibo), 155 and
156.50 (76.4% fibo).

e USDSGD. Rising Wedge. USDSGD fell, in line with our technical
observation for rising wedge pattern, which is typically associated
with a bearish reversal. Move lower in USDSGD mirrored the
moves in broad USD. Pair was last at 1.3224. Bullish momentum
on daily chart shows signs of fading while RSI eased from near
overbought conditions. Support at 1.3190 (50% fibo), 1.31 (38.2%
fibo). Resistance at 1.3290 (61.8% fibo retracement of Jun high to
Oct low), 1.3350 levels (200 DMA). SSNEER was last at 1.47%
above model-implied mid.

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 3



S OCBC

Macro Research

Selena Ling
Head of Research & Strategy
lingssselena@ochc.com

Herbert Wong
Hong Kong & Taiwan Economist
herberthtwong@oche.com

Jonathan Ng
ASEAMN Economist
jonathanngd{@ochc.com

FX/Rates Strategy

Frances Cheung, CFA
Head of FX & Rates Strategy
francescheung@ochc.com

Credit Research

GLOBAL MARKETS RESEARCH

Tommy Xie Dongming
Head of Asia Macro Research

xied({@ocbc.com

Lavanya Venkateswaran
Senior ASEAN Economist
lavanyavenkateswaran@oche.com

Keung Ching (Cindy)
Hong Kong & Macau Economist
cindyckeung@oche.com

Ahmad A Enver
ASEAM Economist
ahmad.enver@oche.com

Ong Shu Yi
ESG Analyst
shuyiongl@ochec.com

Christopher Wong
FX 5Strategist
christopherwong@ochc.com

Andrew Wong Ezien Hoo, CFA Wong Hong Wei, CFA
Head of Credit Research Credit Research Analyst Credit Research Analyst
wongvkam@ochec.com ezienhoo@ocbe.com wonghongweii@ochc.com
Chin Meng Tee, CFA

Credit Research Analyst

mengteechini@ochc.com

This publication is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part
to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase or sale
of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not
necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from sources
believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time
of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently
verifying its contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate
contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion
or estimate. This publication may cover a wide range of topics ad is not intended to be a comprehensive study or to provide any recommendation or advice on
personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations.
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial
situation or particular needs before you make a commitment to purchase the investment product. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”),
its related companies, their respective directors and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment
products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and providing broking, investment banking
and other financial services to such issuers. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment
products. There may be conflicts of interest between OCBC Bank, Bank of Singapore Limited, OCBC Investment Research Private Limited, OCBC Securities Private
Limited or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware
due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report, you agree that you shall not
share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report,
part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary
entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to
share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments
Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part
thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with
any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any jurisdiction).

Co.Reg.no.: 193200032W

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 4



