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MARKET SUMMARY

FX Daily Δ* Wkly Δ

JPY 131.79  132.46   +0.73  ▼3.02

EUR 1.0632  1.0605   ▼0.0019  ▼0.0077

AUD 0.6683  0.6707   +0.0029  ▼0.0157

SGD 1.3512  1.3514   ▼0.0001  +0.0045

CNY 6.9666  6.9818   +0.0199  +0.0317

INR 82.75  82.82   +0.06  +0.37

IDR 15592  15588   ▼15  ▼10

MYR 4.4404  4.4382   +0.0042  +0.0455

PHP 55.12  55.11   ▼0.14  ▼0.67

THB 34.77  34.73   ▼0.03  +0.16

*compared with previous day CLOSE(NY)
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33,376.48 +1.60%   ▼1.74%  

26,387.72 ▼0.68%  ▼6.28%  

3,872.15 +1.83%   ▼2.59%  

4,095.42 +1.70%   ▼0.12%  

3,256.19 +0.07%   ▼0.68%  

3,068.41 ▼0.17%  ▼3.40%  

61,067.24 ▼1.03%  ▼2.57%  

6,820.66 +0.77%   +0.28%   

1,462.55 ▼0.33%  ▼1.39%  

6,520.80 +0.97%   ▼1.43%  

1,609.94 +0.34%   ▼1.43%  

276.21 +1.45%   ▲0.15%  

8,333.75 +0.00%   ▲1.70%  

110.95 +0.75%   +1.44%   

1,814.39 ▲0.20%  +0.39%   

78.29 +2.89%   +1.31%   

TODAY'S COMMENTS & FORECAST                                                            

Open

USD/JPY 1.0625
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Today's Direction

Bull Bear
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- By and large, markets are doubting Governor Kuroda's dovish assurances/assertions to bet on
further hawkish shifts. This ought to send JPY crosses in a tailspin (as JGB yields lift-off).
- Yet, the markets chasing a 'Santa rally" discount "risk off" convulsions from accompanying "carry"
unwind; which typically trigger contagion effects.
- But I suppose Christmas, year-end cheer is an excuse to have and eat our cakes.
Bank Indonesia's Opportunistic Dial Back
- Speaking of cakes ... even if it is too complacent to suggest Bank Indonesia's dial-back to a 25bp
hike will be a piece of cake, the move ought to face fewer external challenges.
- Especially in this environment of;

i) "risk on" that is grasping everything from confidence to pivot;
ii) Fed "pivot" bets after its own dial back (albeit to 50bp from 75bp)
iii) partial recovery in post-BoJ "carry" unwind

-In addition, BI has domestic grounds to tame, but not eliminate, the hawkish bias.
- For one, price pressures and pipeline risks, are in check. Headline inflation eased further to 5.4%
YoY in Nov (Oct: 5.7%); although the core is sticky at 3.3%. What's more, the hike in minimum
wages for 2023 was also dialled back to ~5% from a previously touted 10%.
- Yet, dialling back on tightening is not a free pass for an impending pause or pivot.
- Because not only must Bank Indonesia remain vigilant to still sticky underlying inflation
alongside vulnerabilities to further global price shocks; but crucially, macro-stability risks from
hawkish Fed jolts remains a non-negligible risk and Bank Indonesia's biggest bugbear.
FX Daily Outlook
- EUR/USD: Stabilization, not unfettered strength is the reality; so 1.07+ may turn thin. 
- USD/JPY: The relief on Cross/JPY unwind is seeing 132 consolidation; 130 remains a hurdle.
- USD/SGD: Slight pressures on positive risk; but sub-1.35 to be shallow.
- AUD/USD: Buoyed by "risk on"and AUD/JPY bounce; but pushing 0.68 will need more confidence.

TODAY'S EVENTS 
(JP) Leading Index CI/Coincident Index (Oct F): (Prelim: 99.0/99.9)
(US) Annualised GDP QoQ (3Q T): (Mkt: 2.9%; 3Q S: 2.9%) | (US) Initial Jobless Claims (17 Dec): (Mkt: 222k;Prev: 211k) 
(US) Kansas City Fed Manf. Activity (Dec): (Mkt: -7: Nov: -6) | (US) Leading Index (Nov): (Mkt: -0.5%; Oct: -0.8%)

Three Take-aways:

1) An unexpected surge in US Consumer Confidence was seized upon by markets grasping glimmers of

earnings and backstop from Cross/JPY ("carry") unwind; equities snapped a 5-day losing streak.

2) Despite 10Y JGB yields test upper limit of widened +/-0.50% YCC target, the attendant unwind in

Cross/JPY (and "carry") subsided. That said the BoJ debate rages on between doves and doubters.

3) With "risk on" resuming (US equities up 1.5-1.6%) and USD fairly subdued, the ground is sweetened

for Bank Indonesia to dial back (from 50bp) to a 25bp hike.

(Over-)Confidence
- Apparently, confidence returned (in every sense of that phrase!) to markets as Christmas came
early in the form of an unexpected and broad-based surge in US consumer confidence.
- The cheer from upbeat US consumer data fed into the backstop/measured bounce in Cross/JPY
and the attendant "carry" unwind; which in turn staunched the post-BoJ "risk off" convulsions to
bolster a resumption of risk appetite.
- AUD/JPY, which had plunged over 5% (from 92-ish levels to test 87), has partly recouped ground at
sub-89, trimming post-BoJ losses to ~3%. USD/JPY also off 131 lows towards mid-132.
- Glimmers of earnings positivity also added to the "risk on" inflection after a five-day losing streak
in US equities. This lifted S&P500 and Nasdaq by 1.5% (Dow: 1.6%).
- So yes, market confidence appears to have coincided with, if not catalyzed (further) by US
consumer confidence. But there is an element of convenience, if not over-confidence.
- Apparently, markets are no longer taking good (data) news to be bad (policy) news.
- And that teeters on over-confidence of a 'Goldilocks' boost to US consumer confidence that will
lift the economy (and markets), but not lead hawkish outcomes.
- What's more, it must take a remarkable amount of confidence that a timely Fed pivot will deliver
the global economy from recession risks; so much so it smells of over-confidence.
- Over-confidence also extends to market interpretations of BoJ policy shifts under-way.

OVERNIGHT RESULTS
(JP) Machine Tool Orders YoY (Nov F): -7.7% (Prelim: -7.8%) | (US) Existing Home Sales (Nov) : 4.09m (Mkt: 4.20m; Oct: 4.43m) 
(US) Conference Board Consumer Confidence (Dec): 108.3 (Mkt: 101.0; Nov: 101.4)
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