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Daily Market Outlook  
17 October 2024 

 

Focus Shifts to ECB 

 

• GBP rates. Gilt yields and GBP OIS slid upon the September CPI 
prints. GBP OIS added to rate cut expectation, last pricing a total 
of 43bps of cuts before year end, versus 37bps priced a day ago. 
September CPI inflation eased by more than expected to 
1.67%YoY; CPIH (CPI including owner occupiers’ housing costs) 
eased to 2.6%YoY versus 3.1%YoY prior. The main drag was price 
of transport, with larger negative contributions from airfares (-
5.0%YoY) and motor fuels (-10.4%YoY). Owner occupiers’ housing 
(OOH) costs inflation edged up to 7.2%YoY versus 7.1%YoY prior, 
which was the highest since March 1992, and this component 
helped explain the difference between CPI and CPIH. The ONS 
(Office for National Statistics) sees CPIH as the most 
comprehensive measure of inflation. BoE’s inflation target is on 
CPI, though they also look at CPIH. On balance, we stick to our call 
for a 25bp cut at the November MPC meeting and will review the 
potential for another cut in December. 
 

• DXY. Looking Stretched Technically. USD continued to push 
higher overnight as Trump hedge continues to gain momentum as 
we inch closer to US elections. Polls show the election as neck and 
neck between Trump and Harris but prediction markets, such as 
PredictIt and Polymarket show Trump with a significant lead (by 
as much as 58.5) over Harris (41.5). Traditional polls and 
decentralized betting polls have diverged significantly, even as we 
get closer to elections. And as such, defensive positioning/ trump 
hedges (long USD, long gold, short CNH) may still gather traction 
given the fluidity of election developments. DXY was last at 103.49 
levels. Daily momentum remains bullish but RSI is still around 
overbought conditions. 2-way trades still likely but the run up does 
look stretched technically. Resistance at 103.30 (100 DMA), 
103.80 levels (200 DMA, 50% fibo). Support at 101.75/90 levels 
(50 DMA, 23.6% fibo retracement of 2023 high to 2024 low), 
101.30 (21 DMA). Not ruling out a pullback in the near term. Data 
docket today sees IP, retail sales, initial jobless claims and 
Philadelphia Fed business outlook survey. 
 

• EURUSD. ECB Guidance is Key. Markets have moved closer to 
price in 25bp cut with 98% probability. Rate cut looks like a done 
deal. Focus on press conference for any dovish shift in guidance 
towards a preset rate cut path or would ECB continue to maintain  
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optionality. Beyond this meeting, markets have also priced in 
roughly 25bp cut for each of its next 3 meetings in Dec, Jan and 
Mar 2025. With dovish expectations already baked in, EUR may 
even rebound if ECB falls short of dovish guidance (possibility of 
sell EUR on rumor, buy on fact) heading into ECB meeting today. 
EUR’s double-top bearish reversal is now coming close to 
completing its textbook objective at around 1.08 levels. Last seen 
at 1.0860. Momentum remains bearish but cautious of oversold 
conditions in the short term. Support at 1.0830 (61.8% fibo 
retracement of 2024 low to high), 1.08-figure. Resistance at 1.09, 
1.0940.  

 

• NZDUSD. Dovish Expectations. NZD slipped in reaction to softer 
CPI print yesterday. Headline CPI came in at 2.2% (vs. 3.3% prior). 
This puts CPI back within RBNZ’s 1 – 3% target range. This also 
somewhat reinforced RBNZ’s choice of stepping up the pace of 
rate cut to 50bp at the last MPC. Markets projection for RBNZ rate 
cut trajectory turned aggressive in the aftermath, with 60% 
probability of 75bp cut coming into the picture. This has now been 
pared to 35% probability. NZD was last at 0.6067. Bearish 
momentum on daily chart intact while RSI is near oversold 
conditions. With much dovishness in the price, downside may be 
limited from here unless there are external shocks. We look for 
consolidation. Support at 0.6060, 0.6000 (61.8% fibo retracement 
of 2023 low to high). Resistance at 0.6120 (100 DMA), 0.6140 
(38.2% fibo). 
 

• USDSGD. Overbought. USDSGD rose past 1.31, tracking the rise in 
broad USD. Pair was last at 1.3120. Daily momentum is bullish 
while RSI shows signs on turning from near overbought conditions. 
Pullback is not ruled out. Support at 1.3030 (50 DMA), 1.2970/80 
levels (23.6% fibo, 21 DMA). Resistance at 1.3140 (recent high), 
1.32 levels (50% fibo retracement of Jul high to Sep low). S$NEER 
fell; last estimated at 1.75% above model-implied mid. MAS 
maintaining status quo on policy stance means that S$NEER 
strength may linger and only fade at some point when core 
inflation in Singapore start to ease more. When that happens, 
markets will probably then be guided to price in weaker S$NEER. 
For now, we expect MAS to continue to adopt wait-and-see 
approach – to ease policy only when core CPI falls towards their 
projection.  
 

• IndoGB. Bank Indonesia kept its BI Rate unchanged at 6% in line 
with expectations, as “the focus of monetary policy in the near 
term is on Rupiah stability”. The direction of monetary policy 
remains on the easing side, as BI continue to monitor 
opportunities to lower the policy rate. BI said to continue to use 
monetary operations, including SRBI, SVBI, SUVBI, DNDF, to 
support Rupiah stability. OCBC Economists continue to expect a 
25bp within this quarter, i.e. in either November or December,  
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followed by 75bps of cuts in 2025. On the IndoGB curve, we prefer 
short tenors. First, yield differentials appear relatively more 
favourable for short-end bonds - 2Y IndoGB-UST yield differential 
is around 0.5 standard deviation wider than 6-month average, 
while 5Y and 10Y yield differentials have narrowed somewhat. 
Second, a domestic easing cycle shall benefit the short end more. 
  

• THB rates. THB OIS were offered down by more than 10bps across 
the curve upon BoT decision to cut its policy rate by 25bps, against 
economist consensus. The rates market had priced in a cut on a 3-
month horizon. Given that the cut happened at the 16 October 
MPC meeting, market added further to rate cut pricings taking 
into account the delivered 25bp cut. Chasing THB rates lower from 
here is not preferred, as the Committee said a neutral stance is 
appropriate. The statement tried to explain how the rate cut 
would not impede debt deleveraging and opined that the policy 
rate should not be too low. OCBC Economists maintain 
expectation for the next 25bp cut to come in Q1-2025 and for the 
rate cutting cycle to be shallow. The initial market reaction in THB 
OIS appears mostly done. Nevertheless, ThaiGBs may still benefit 
from potential downward move in USD rates. 
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*forward rates are implied 
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