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MARKET SUMMARY

FX Daily Δ* Wkly Δ

JPY 132.53  133.41   +0.78  +0.38

EUR 1.0603  1.0522   ▼0.0082  ▼0.0139

AUD 0.6807  0.6752   ▼0.0087  ▼0.0026

SGD 1.3415  1.3455   +0.0050  +0.0020

CNY 6.8763  6.8804   ▼0.0169  ▼0.0839

INR 82.75  82.55   ▼0.25  ▼0.26

IDR 15614  15608   +20  ▼50

MYR 4.3971  4.3878   ▼0.0107  ▼0.0309

PHP 55.78  55.78   ▼0.13  +0.05

THB 33.94  33.95   ▼0.09  ▼0.70

*compared with previous day CLOSE(NY)
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32,930.08 ▼1.02%  ▼0.88%  

25,820.80 +0.40%   ▼1.05%  

3,959.48 ▼0.36%  +2.84%   

4,178.67 +0.59%   +1.74%   

3,292.66 +1.55%   +1.34%   

3,155.22 +1.01%   +2.65%   

60,353.27 ▼0.50%  ▼1.28%  

6,653.84 ▼2.34%  ▼3.01%  

1,480.93 +0.77%   ▼0.72%  

6,761.33 +0.64%   +2.97%   

1,663.86 ▼0.56%  +0.16%   

263.69 ▲0.18%  ▲4.46%  

8,361.50 +1.52%   ▲0.57%  

116.20 +0.13%   +4.54%   

1,832.89 ▲1.17%  +0.99%   

73.67 +1.14%   ▼6.03%  

TODAY'S COMMENTS & FORECAST                                                            

Open

USD/JPY 1.0521

USD/SGD 34.05

JPY/SGD 4.398
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Today's Direction

Bull Bear
USD/SGD 2 : 4    
USD/JPY 2 : 4    
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Philippines: Inflation Introspection
- Headline inflation rose further to 8.1% YoY in December from 8.0% in November, taking the annual
average to 5.8%. This is well above Bangko Sentral ng Pilipinas (BSP) 2-4% headline inflation target
range, even with BSP hiking by an aggressive 350bp in 2022.
- A closer look at the drivers of inflation suggests that price pressures are still broad-based and
unlike regional peers, headline inflation has shown limited signs of peaking in the Philippines.
- Core inflation itself picked up to 6.9% YoY December from 6.5% in November, pushing the 2022
average to 3.9%. In addition, food and utilities inflation rose further in December more than
offsetting the decline in transportation inflation.
- Food inflation has been inflicted by import costs woes. PHP lost ~8.5% of its value to USD in 2022
raising the costs of imports significantly. Looking into 2023, PHP depreciation pressures are likely to
be sustained given the economy’s ‘twin deficit’ position.
- Core inflation may continue to be lifted by robust domestic demand while inflation expectations
have continued to rise sharply. Coupled with strong labour market dynamics, reflected in strong
minimum wage increases and sharply declining unemployment, we expect core inflation to remain
elevated in H1 2023
- All these point to still aggressive rate hikes by BSP in Q1 2023; we expect another 75bp in hikes
taking the policy rate to 6.25%. Beyond Q1, we expect headline inflation will start to ease taking
the pressure off BSP. Even so,the balance of risks is titled towards more, rather than less, hikes.

FX Daily Outlook
- EUR/USD: Higher US yields look to pressure EUR to stay below 1.06.
- USD/JPY: US yields back in focus to set buoyancy above 132 with elevated oil prices supporting.
- USD/SGD: Cautious SGD bulls remains a backstop amid CNH resilience. 
- AUD/USD: A return to RBA-Fed divergence on the cards to keep pair below 0.69. 

TODAY'S EVENTS 
(JP) Labour/Real Cash Earnings (Nov): (Mkt: 1.7%/.2.8%; Oct: 1.4%/-2.9%) | (JP) Services PMI (Dec F) : (Prelim: 51.7)
(PH) Unemployment Rate (Nov): (Oct: 4.5%) | (IN) GDP Annual Estimate YoY (2023): (Mkt: 6.8%; Prev: 8.7%) | (EZ) CPI/Core YoY (Dec P): 
(Mkt: 9.5%/5.1%; Nov: 10.1%/5.0%) | (US) Change in Non-farm payrolls (Dec): (Mkt: 202k; Nov: 263k)| (US) ISM Services Index (Dec): 
(Mkt: 55.0; Nov: 56.5) | (US) Durable Goods/Non-def Ex Air Orders (Nov F): (Mkt: -2.1%/--; Prelim: -2.1%/0.2%) 

Three Take-aways:

1) Alignment of jobs data and Fed speakers with earlier FOMC minutes weighed down on markets.

2) US Treasuries declined as front end yields surged, equities fell and USD strengthened.

3) Peak inflation should not be misconstrued and extended as turning the corner towards CB's targets.

Alignment
- Lower than expected initial jobless claims and stronger ADP employment change point to a
resilient labour market. This alignment with grim readings from the FOMC minutes which we had
alluded to meant that markets were no longer able to shrug off the dismal prognosis from the Fed.
- US equities had to give up previous day gains and more, as the Nasdaq dropped 1.5%while the
S&P500 and Dow declined 1.2% and 1.0% respectively. Tonight's non-farm payroll will be in firm
focus alongside ISM services activity which may point to another bout of services inflation stickiness.
- This is rightly so given a data dependent Fed, with Kansas City Fed's Esther George stating in an
interview that her forecast of peak rates is above 5% and should extend well into 2024.
- Accordingly, UST 2Y yields surged 10.4bps while 10Y yields lagged behind with a 3.5bps increase.
- The 10-2Y yield curve inversion deepened alongside the near term forward spread (18m-3m)
entrenching in inversion territory.
- The USD strength was evident on higher UST yields and risk-off sentiments returning amid the
relentless Fed warnings. USD/JPY rose above 133 while the EUR fell to hover just above 1.05.
- Similarly, the AUD slipped towards mid-0.67 while the USD/SGD was sent back up to mid 1.34.
- Meanwhile, IMF's Gita Gopinath struck a similar tone to warn that US inflation had yet to turn the
corner. The case of inflation peaking and not turning the corner also extends to EM-Asia as
Philippines and Thailand's data showed.
- Thailand's headline inflation for Dec printed at 5.9%, a notch higher than Nov's 5.6% while core
inflation sticks at 3.2% YoY. With Chinese tourist set to stream in and boost economic activity, core
inflation sticking above 3% is more likely than not.
OVERNIGHT RESULTS
(CH) Caixin PMI - Svcs/Comp. (Dec): 48.0/48.3 (Mkt: 46.8/--; Nov: 46.7/47.0) | (PH) CPI YoY (Dec): 8.1% (Mkt: 8.2%; Nov:8.0%)
(TH) CPI/Core YoY (Dec):5.9%/3.2%  (Mkt: 5.9%/3.3%; Nov: 5.6%/3.2%) | (US) ADP Employment Chg (Dec): 235k (Mkt: 150K; Nov: 
127K) | (US) Initial Jobless Claims (31-Dec): 204k (Mkt: 225K; Prev Wk: 223K)
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