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Consolidation

e USD rates. UST yields rebounded from intra-day lows upon Frances Cheung, CFA
services PMIs to end the day little changed. December services FX and Rates Strategy
PMI unexpectedly improved to 58.5 points while manufacturing FrancesCheung@ochc.com
PMI eased to 48.3 points. Fed funds futures slightly pared back
2025 rate cut expectation to 49bps. At the upcoming FOMC Christopher Wong
meeting, the dot-plot will be in focus. The September dot-plot FX and Rates Strategy
which had the median dot pointing to 100bps of rate cuts for 2025. ChristopherWong@ochc.com
It would require five individual dots to move up by 25bp to push
the median dot up by the same magnitude, hence the bar is not Global Markets Research and Strategy

particularly low. Market appears positioned for a higher median
dot; 25bp higher may probably be seen as neutral; 50bp higher
will be taken as hawkish and is likely to push market to further
pare back rate cut expectation; and an unchanged median dot will
be a dovish outcome. Usage at the Fed’s o/n reverse repo fell to
USD111bn on Monday when there was net coupon bond
settlement of USD65bn. Rest of the week brings net bill paydown

of USD34bn ahead of the reinstatement of the debt ceiling comes % US T-bills cut-offs
January. Overnight, 3M and 6M T-bill cut-offs came in at 4.25% >4
and 4.16% respectively, which were 5bps and 4bps lower than cut- 5.2 :' Soeo,
offs at previous auctions. The 6M bills garnered a bid/cover ratio <o ‘ *e °°° ..
of 3.29x versus 2.90x prior. Next to watch are the auctions of . .
USD13bn of 20Y coupon bond and of USD22bn of 5Y TIPS. 48 -'- .
46 Ce
e DXY. Bias for Downside Play. USD slipped in quiet trade overnight. * telee, e
US data was mixed as prelim manufacturing PMI and services PMI a4 ©3M e EM : . *40° ...:,

continued to diverge. Data focus this week on retail sales, IP (Tue); 4.2 . ot
housing starts, building permits (Wed); GDP, existing home sales

4.0
(Thu); core PCE, personal spending, income, Kansas City Fed A=A - - A -
manufacturing index (Fri). The bigger focus is on FOMC meeting 85588383358 do¢d

this Thu (3am SGT). A 25bp cut is more or less a done deal (markets
pricing ~95% probability of a cut) but the focus is on the refreshed
dot plot, which will provide guidance on Fed members’
expectation on rate cut trajectory into 2025 - 26. The previous dot
plot back in Sep guided for 4 cuts and markets are now pricing in
about 2 cuts for 2025. This risk is the dot plot showing fewer than
2 would be interpreted as hawkish and USD can strengthen on
that. DXY was last at 106.79 levels. Daily momentum is flat while
RSl fell. Head and shoulders (H&S) pattern remains intact with DXY
rejecting the second shoulder. We continue to watch price action.
A play-out of the H&S pattern requires a decisive break below
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neckline support. Next support at 106.20/50 levels (23.6% fibo, 21
DMA), 105 levels (38.2% fibo retracement of Sep low to Nov high,
50 DMA). Resistance at 107.20 (both shoulders), 108 (2024 high).

EURUSD. Consolidation. EUR continued to hold steady despite
political uncertainties in Germany, France and a Moody’s rating
downgrade on French rating (last Fri). German Chancellor Scholz
loses confidence vote and this paves the way for snap elections on
23 Feb 2025. EUR was at 1.0520 levels. Mild bullish momentum on
daily chart is intact while RSI rose. Risks are modestly skewed to
the upside. Resistance here at 1.0540 (23.6% fibo retracement of
Oct high to Nov low), 1.0610 and 1.0670/80 levels (38.2% fibo,
S50DMA). Support at 1.0460, 1.0410 levels. Today brings ZEW
survey expectations, trade (Tue); final CPI, construction output
(Wed); current account (Thu); consumer confidence (Fri).

USDSGD. Triple-Top? USDSGD continued to trade near recent
highs; last at 1.3486. Mild bearish momentum on daily chart faded
but rise in RSl shows signs of fading. Consolidation likely.
Immediate resistance here at 1.3490, 1.3520 levels (triple top).
Support at 1.3340 (200 DMA, 23.6% fibo retracement of Sep low
to Nov high), 1.3310 (50 DMA). Pair should continue to take
directional cues from USD and CNY moves ahead of FOMC event
risk later this week. SSNEER was last at 0.83% above model-
implied mid.

CNY rates. Repo-IRS was paid up by 2-3bps at open, before
materialisation of additional monetary easing the hope of which
was dampened by the injection of 7-day liquidity. Latest data show
bond outflows eased in November to CNY27.7bn (excluding NCDs)
from the outflows of CNY94.3bn in October; there were outflows
of CNY20bn from CGBs and of CNY16bn from PFBs in November.
NCD outflows however widened to CNY74.5bn despite some
improvement in asset swap pick-up, as the pick-up was after all
not as wide as those seen earlier in the year, while positioning and
potential mark-to-market loss on the swap side were likely the
constraints. Asset swap pick-up has improved further over recent
days as implied CNY rates slid by more than NCD rates, but the
flow prospect does not look particularly optimistic. Beyond the
short end, UST-CGB yield differentials have widened further since
the start of the month, which is not conducive to inflows either. In
offshore, front-end implied CNH rates have been choppy, with the
1W rate last at 2.45%, after rising to above 4% level in the recent
days from as low as 1.3% last week. We stay cautious at the front-
end, with risk of sporadic spikes should spot move become
disorderly, counteracted by dollar demand running into year end.
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Monthly change in
foreign holdings of CNY bonds
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study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or treated as a substitute
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The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets,
markets or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.
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