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FX Daily Δ* Wkly Δ

JPY 147.83  148.18   +0.24  +1.26

EUR 1.0772  1.0772   +0.0017  ▼0.0046

AUD 0.6529  0.6520   ▼0.0003  ▼0.0048

SGD 1.3429  1.3433   ▼0.0009  +0.0025

CNY 7.1919  7.1949   +0.0048  +0.0260

INR 82.96  82.97   ▼0.09  ▼0.07

IDR 15655  15635   ▼95  ▼145

MYR 4.7626  4.7607   ▼0.0070  +0.0277

PHP 55.96  55.96   ▼0.24  ▼0.34  

THB 35.56  35.59   ▼0.08  +0.12

*compared with previous day CLOSE(NY)
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38,677.36 +0.40%   +1.38%   

36,119.92 ▼0.11%  ▼0.46%  

4,678.85 ▼0.26%  +0.66%   

4,163.67 ▼0.63%  ▼0.23%  

3,156.15 +0.97%   +0.10%   

2,829.70 +1.44%   +1.48%   

72,152.00 ▼0.05%  +0.56%   

7,235.15 ▼0.17%  +0.38%   

1,513.11 +0.01%   +0.01%   

6,830.04 +1.11%   +2.76%   

1,400.02 +0.22%   +2.60%   

270.35 +0.48%   ▲0.75%  

8,198.74 ▲1.14%  ▲3.55%  

126.41 ▲0.17%  ▲6.45%  

2,035.36 ▲0.04%  ▲0.20%  

73.86 +0.75%   ▼2.62%  

TODAY'S COMMENTS & FORECAST                                                            
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Today's Direction

Bull Bear
USD/SGD 2 : 1    
USD/JPY 2 : 1    
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Why the RBI Has No Budget to Ease
- All else equal, better than expected fiscal consolidation set to be delivered (FY23/24) and
dangled* for FY24/25 ought to create space for the RBI turn monetary policy less restrictive.
- But this is simply not the case. Fact is, the RBI does not derive any effective policy catalyst
from the Budget; not unambiguously anyway.
- And not just because this is an interim budget, subject to potential revisions after the
elections. Instead, this also is a reflection of the mixed impact from ramped-up infrastructure
spending, which is great for building economic capacity, but in the near-term liable for spots of
inflationary pressures.
- Especially when this collides with subdued subsidies, which means that cost-push risks are
blended into the fiscal-demand pull risks. Simply put, the aggregated view of diminished fiscal
impulse not sufficiently nuanced, potentially even misleading.
- Admittedly, incremental fiscal (consolidation) support does alleviate rupee stability risks. But
"incremental" with no effective policy influence is the operational reality for monetary policy.
- And so that takes the RBI back to square one, where it is confronted by lingering cost-push risks,
in the context of "twin deficit" liabilities and Fed pushback on pivot. In which case, prolonging
the pause in restrictive settings, whilst retaining the option to hike if rupee stability is
unexpectedly jeopardized, looks like the play book to avert "unforced errors".

FX Daily Outlook
- EUR/USD: Relative hawkish accents by ECB speakers (vis-a-vis Fed) could tempt weak test of 1.08. 
- USD/JPY: Dial back of ECB/Fed pivot backs sustain buoyancy above mid-147. 
- USD/SGD: Consolidation above 1.34 on China rescue hopes and pushback by ECB/Fed tussles. 
- AUD/USD: Higher oil prices and hawkish RBA backstops 65 cents. 

TODAY'S EVENTS
((JP) BoP Current Account Balance (Dec): ¥744.3b (Mkt: ¥1138.7b; Nov: ¥1925.6b) | (CH) CPI/PPI YoY (Jan): (Mkt: -0.5%/-2.6%; DecL -0.3%/-
2.7%) | (US) Initial Jobless/Continuing Claims: (Mkt: 220k/1875k; prev: 224k; 1898k)
Central Banks: RBI Repurchase Rate

Three Take-aways:

1) US equity bulls retain conviction of US exceptionalism.
2) "Competitive pushback" from ECB backed EUR gains as Bund yields edged higher more than USTs.
3) RBI hold but retain option to hike on currency stability and cost-push/fiscal-demand pull risks.

Conviction
- Conviction on US exceptionalism continued to power US equities rallies (S&P500: +0.8%; Dow:
+0.4%; Nasdaq: +1.0%), with IT and consumer discretionary counters leading the gains.
- Meanwhile, as "competitive pushback" on pivot bets played out, the ECB appeared to be the more
convincing one, with Bunds yields edging up more than UST yields (2Y: +2bps; 10Y: +2bps).
- ECB Schnabel threw caution at adjusting policy stance soon, noting the difficulty of last mile dis-
inflation process as services inflation was "sticky" (with dialled up risks on Red Sea events) and labour
market "resilient". Further, while remarking that the "peak of transmission" had probably passed, she
also alluded that markets' aggressive pricing of central banks' pivot had "loosen[ed]" financial
conditions. The EUR held on to gains following Schnabel's remarks, and was buoyant above mid-1.07.
Nonetheless, weak German industrial production imply that bets for ECB cuts may be hard to shake off.
- Across the Atlantic, FedSpeak saw Governor Kugler, Boston Fed President Collins and Minneapolies Fed
Chief Kashkari and Richmond's Barkin all noncommital on the timing of rate cuts and alluded to a
preference to wait for more evidence of cooling inflation.
- In Asia FX, AUD traded below mid-65 cents. Meanwhile, USD/JPY moved higher above 148 and
USD/SGD traded sideways below mid-1.34.
- Elsewhere, Brent crude prices rose ~1% and pushed past $79/bbl amid a mixed inventory report.
- While crude oil inventories rose, US gasoline inventories declined, which could hint at a stronger
demand for energy as geo-political flare-ups simmered in the background. Afterall, conviction on US
airstrikes capping Red Sea woes eludes. Iran-backed Houthi militant group said it targeted two ships in
the southern Red Sea, the latest in a string of attacks, while the US has vowed more strikes against
Iranian forces and their proxies in the region.
OVERNIGHT RESULTS
(JP) Leading Index/Coincident Index (Dec P): 110.0/116.2 (Mkt: 109.3/116.1; Nov: 108.1/114.6) | (TW) Trade Balance (Jan): $2.5b (Mkt:
$8.8b; Dec: $11.1b) | (PH) Unmployment Rate (Dec): 3.1% (Nov: 3.6%) | (MY) Industrial Production YoY (Dec): -0.1% (MKt: 0.6%; Nov: 0.6%)
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*estimated FY23/24 deficit of 5.8% better than 5.9% target and 5.1% budgeted for FY24/25 exceeds consolidation trajectory targets.
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