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FX Daily Δ* Wkly Δ

JPY 148.73  149.32   +1.14  +2.89

EUR 1.0780  1.0778   +0.0006  ▼0.0094

AUD 0.6521  0.6492   ▼0.0028  ▼0.0080

SGD 1.3448  1.3472   +0.0039  +0.0106

CNY 7.1960  7.1967   +0.0018  +0.0162

INR 83.00  82.96   ▼0.01  ▼0.02

IDR 15655  15635   +0  ▼130

MYR 4.7680  4.7725   +0.0118  +0.0395

PHP 55.91  55.92   ▼0.04  ▼0.21  

THB 35.80  35.81   +0.23  +0.36

*compared with previous day CLOSE(NY)
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38,726.33 +0.13%   +0.54%   

36,863.28 +2.06%   +2.37%   

4,710.78 +0.68%   +1.56%   

4,148.28 ▼0.37%  ▼0.33%  

3,142.91 ▼0.42%  ▼0.00%  

2,865.90 +1.28%   +3.43%   

71,428.43 ▼1.00%  ▼0.30%  

7,235.15 +0.00%   +0.46%   

1,512.36 ▼0.05%  ▼0.04%  

6,850.16 +0.29%   +3.43%   

1,388.60 ▼0.82%  +1.51%   

273.57 +1.19%   +1.43%   

8,085.02 ▲1.39%  ▲4.04%  

129.17 +2.18%   ▲2.42%  

2,034.52 ▲0.04%  ▲1.00%  

76.22 +3.20%   +3.25%   

TODAY'S COMMENTS & FORECAST                                                            
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- Tempering overly aggressive rate cuts expectations means to convey the importance “keeping
at it” to properly tame the inflation dragon but not unnecessarily crashing the economy is a policy
balance as mythical as the dragon. Meanwhile the unrelenting, if not escalating, risks
associated with the Red Sea amid the Gaza conflict reveals the “dragon’s lair” that is wider
Middle East conflict risks. Significant goods trade disruption and possibly a sharp spike in energy
costs if an agitated Iran blockades the Straits of Hormuz is the Dragon tail (risk) as fluid and
complex political matrices and incentives set the stage for military miscalculations.
- This risk is amplified by US Presidential elections. Especially if US’ adversaries misread Biden’s
lack of desire as a lack of appetite for military engagement. To that end, perversely, targeted US
strikes could actually check greater threats of all out confrontation.
- Speaking of elections, a Trump Presidency is increasingly being incorporated into the highest
levels of policy and (Geo-) political considerations. Europe may be in a more uncomfortable
position if Trump cuts support for Ukraine and Beijing’s hand-wringing over remarks about 60%
tariffs; even if there is a belief that actual policies may be not be as brash as campaign trail
bombast. And to be sure, for all the medium term promise of “China plus one” policy for the rest
of Asia tariffs shot from the hips will spare few in the initial shocks to trade. Afterall, when there
is a dragon on the vicinity, it’s not just the lair that entails danger. All said, the 2023 policy
rabbit could find itself in the headlights of the 2024 (Geo-)politic Dragon. Fussing between 75 to
150 bps of rate cuts ( a delta of 75bp) could be lost in the blast of Dragon fire.

FX Daily Outlook
- EUR/USD: Dip below mid-1.07 should US CPI revise upwards. 
- USD/JPY: Test of 150 is a high bar as intervention risks rise. 
- USD/SGD: Buoy above mid-1.34 on muted China rescue hopes as Lunar New Year approaches.  
- AUD/USD: Sideways trade around 65 cents as China woes and higher oil prices tussle.  

TODAY'S EVENTS
(9 Feb-10 Feb): US CPI Revision

Three Take-aways:

1) Oil surge on dashed Middle East cease-fire hopes; JPY weakened as BoJ moderated rate hike views.
2)In year of dragon, policy (China stimulus and/or monetary policy in EZ/US) is complicated by geopolitics.
3) US Presidency risks geopolitical miscalculations and spillovers to EZ (on Ukraine war).

(Geo)Politics, Patience & Pushback
- US equities managed to eke out marginal gains following the rally a day earlier, supported by buoyed
energy counters on higher oil prices. Brent Crude surged >3% after hopes of a potential Israel-Hamas
cease-fire were dashed, with Israel Prime Minister remarking that he saw "no other solution other than
total victory", appearing to leave no room for any compromise.
- UST yield curve bear steepened (2Y: +2.5bps; 10Y: +4.8bps) as Richmond Fed President Barkin
emphasised (yet again) on patience. Lower than expected jobless claims number also bolstered recent
FedSpeak that dis-inflation would take time. Meanwhile, continued pushback by ECB supported EUR
above mid-1.07. Chief Economist Lane wanted "more" assurance that inflation is returning to its target
before cutting rates, citing upside risks to wages even if there are two-sided risks to the 2% target.
- USD/JPY tested mid-149 after BoJ Deputy Governor Shinichi Uchida alluded that termination of the
NIRP would likely be one-off, instead of the start of an aggressive rate hiking cycle. Specifically, he
remarked that financial conditions will remain "easy" and any actions post-NIRP exit would occur at a
"gradual pace". Elsewhere, USD/SGD moved above mid-1.34 while AUD dipped under 65 cents.

Enter the Dragon
- As the Year of the Dragon is being ushered in, and the Rabbit makes an exit, the allure of policy
carrots to backstop/boost the economy may be blindsided by the dragon fire of geo-politics.
- For a start, all eyes will be on Beijing to see if policy-makers can get the political blessing to pull
more stops and unleash the “dragon” of stimulus plans that restores market confidence; which has
thus far been in woefully short supply.
- What’s more, political risks and pressures may mount on central banks globally, complicating an
already difficult task of managing market expectations (and the attendant latent volatility).
OVERNIGHT RESULTS
(CH) CPI/PPI YoY (Jan): -0.8%/-2.5% (Mkt: -0.5%/-2.6%; Dec: -0.3%/-2.7%) | (US) Initial Jobless/Continuing Claims: 218k/1871k (Mkt:
220k/1875k; prev: 227k; 1894k)
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