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MARKET SUMMARY

FX Daily Δ* Wkly Δ

JPY 134.82  135.23   +0.13  ▼1.32

EUR 1.0978  1.0962   ▼0.0042  ▼0.0037

AUD 0.6759  0.6762   ▼0.0020  +0.0099

SGD 1.3259  1.3274   +0.0029  ▼0.0073

CNY 6.9272  6.9204   +0.0062  +0.0078

INR 82.09  82.05   +0.24  +0.16

IDR 14741  14730   +30  +25

MYR 4.4438  4.4480   +0.0110  ▼0.0160

PHP 55.76  55.76   +0.50  +0.40  

THB 33.73  33.72   ▼0.08  ▼0.48

*compared with previous day CLOSE(NY)
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33,561.81 ▼0.17%  ▼0.36%  

29,242.82 +1.01%   +0.29%   

4,323.09 ▼0.59%  +0.66%   

4,231.12 ▼0.27%  ▼0.11%  

3,242.95 ▼0.45%  ▼1.19%  

3,357.67 ▼1.10%  +1.04%   

61,761.33 ▼0.00%  +0.66%   

6,779.98 +0.15%   ▼1.21%  

1,432.63 ▼0.08%  +0.46%   

6,622.61 +0.33%   ▼0.75%  

1,564.66 +0.15%   +2.37%   

264.12 +0.05%   +1.34%   

8,562.25 +0.02%   +0.85%   

105.20 ▲2.35%  +0.10%   

2,034.56 +0.66%   +0.89%   

73.71 +0.75%   +2.86%   

TODAY'S COMMENTS & FORECAST                                                            

Open

USD/JPY 1.0965

USD/SGD 33.68

JPY/SGD 4.448

Forecast

- 135.60

- 1.1060

- 0.6810

- 1.3300

- 0.9903

- 6.9350

- 82.30

- 14780

- 4.459

- 55.90

- 33.85

Today's Direction

Bull Bear
USD/SGD 4 : 4    
USD/JPY 7 : 1    
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CPI Watching
- While debt ceiling negotiations will be the obsession, US CPI may temporarily steal the
limelight (after jobs hot spots), challenging defiant pivot bets of sharp rate cuts in late-2023.
- To be sure, the bar is high for a Fed response to data surprises in either direction.
- Having concluded 500bps of rate hikes, and anticipating some credit tightening from a shake-
down amongst regional banks (post-SVB), the Fed is unlikely to tighten further on merely
"sticky" inflation; instead requiring re-acceleration of inflation.
- Equally, insofar that the Fed believes banking risks to be adequately ring-fenced (despite
consequent credit tightening), the Fed deems it premature to back down on inflation risks.
- But despite a stoic Fed, markets may be excitable given defiant bets on sharp Fed rate cuts
later in H2 2023 may be vulnerable to tyre-kicking. In particular, if core services excluding
rentals prove stickier or more elevated. Being identified as a core instigator of wage-price spiral
risks, any upside surprise here will likely lift front-end yields and USD.

China Woes
- Underlying concerns of deficient industrial and investor confidence resurface on slumping
imports that signal woes and worries despite glittering $90bn trade surplus surge.
- Fact is, the "real" pullback in high-tech imports (e.g. chips, diodes and wafers) are even more
abysmal while industrial barometers such as copper imports have also stumbled (in volumes).
- So this is not about softer (import) price relief but harsh demand pain points.
- Spillover pessimism in EM Asia could as such rein in EM Asia FX.
FX Daily Outlook
- EUR/USD: Firmer USD pre-CPI keeping EUR below 1.10; but watch for debt ceiling volatility.
- USD/JPY: Tensions between higher UST yields and potential for haven demand.
- USD/SGD: China woes get in the way of break below 1.32; bouts of buoyancy to 1.33.
- AUD/USD: Soft China imports impose commodities drag; but 0.67 backstopped by Budget. 

TODAY'S EVENTS
(KR) Current Account/Goods (Mar): $267.9mn/-$1125.1m; Feb: -$518.4mn/-$12957mn)
(KR) Unemployment Rate (Apr): 2.6% (Mkt: 2.9%; Mar: 2.7%)
(JP) Leading/Coincident Index (Mar P): (Mkt: 97.9/98.7; Feb: 98.0/98.6)
(US) CPI/Ex-Food & Energy YoY (Apr): (Mkt: 5.0%/5.5%; Mar: 5.0%/5.6%)

Central Banks: | ECB's Muller & Centeno speak | Fed's Williams speaks

Three Take-aways:

1) Debt ceiling risks elevated by tough talk brinksmanship ruling out short-term extensions.
2) "Stickiness" in ex-rentals core services CPI could kick tyres on Fed-market expectations gap.
3) China's industrial woes in imports slump despite staggeringly high ($90bn) trade surplus.

Debt Ceilings & Cans
- Brinksmanship appears to be the name of the game as terse US debt ceiling talks kick off between
between President Joe Biden and House Speaker Kevin McCarthy.
- Especially considering that both sides have adopted unyielding positions entrenched in party hard-
lines and crucially, have ruled out short-term debt limit extensions.
- That's to say, there will be no kicking of the (debt ceiling) can to buy time on negotiations.
- And Senate Majority Leader Mitch McConnell has doubled down on the threat of hurtling

towards a default (flagged to be as early as 1st June by Treasury Secretary Yellen), saying he has no
"secret little plan" to whip out a last minute deal with the White House.
- UST yields are "only" gently higher; with 2Y entrenching above 4% (10Y: +1bp to 3.52%).
- USD is somewhat buoyant, but it is hard to say how much of that is debt ceiling risk reaction given
coincident mechanical UST yield support and renewed concerns about regional banks.
- Debt ceiling brinksmanship has some way to go before any breakthrough on compromises.
- A deal will eventually be reached (given that an enduring default is not an option for the US); but
perhaps not uneventfully so. And if indeed can-kicking is shunned as a brinksmanship gambit, then
the scope for market disruptions is potentially large.
- At which point, the trillion dollar question is, whether USTs and USD will (ironically) function as
haven or be punished for US political brinksmanship.
- The answers are not evident even if one draws parallels from the past. Especially as the 2011
experience is coloured by QE2 and 'Operation Twist" driving down long-end yields; in sharp contrast
to on-going QT with a Fed that has only paused, not reversed, hawkish inclinations.

OVERNIGHT RESULTS
(CH) Exports/Imports YoY (Apr): 8.5%/-7.9% (Mkt: 8.0%/-0.7%; Mar: 14.8%/6.1%) 
(CH) Trade Bal (Apr): $90.21b (Mkt: $71.25b; Mar: $88.19b) |  (PH) Trade bal (Mar): -$4.93b (Mkt: -$4.40bn; Feb: -3.91bn) 
(MY) Ind Pdtn YoY (Mar): 3.1% (Mkt: 0.7%;  Feb:  3.6%) |  (AU) Retail Sales ex-Inflation QoQ (Q1): -0.6% (Mkt: -0.6%; Q4: -0.2%)
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