
             

 

 

 

 

 

 

 Follow our podcasts by searching ‘ OCBC Research Insights ’ on Telegram!   1 

 

By Global Markets  |  16 July 2026 

 

Daily Market Outlook 

Disinflation Meets Oil 
 

• Disinflation Meets Oil: Softer US inflation data further pared Fed 
tightening expectations and supported risk sentiment. However, 
higher oil prices and Middle East tensions are limiting USD 
downside. With USD upside lacking fresh fuel, carry trades remain 
the market's preferred trade for now. 
 

• UK Fiscal Tightrope: Hope of a fiscally conservative Chancellor 
appointment has supported GBP, but persistent fiscal constraints 
limit the currency's upside. Growing spending demands and limited 
fiscal room could soon shift attention from optimism to execution 
risks. 
 

• Further downside in USDCNY is dependent on USD softness 
extending and the fix continues to validate spot moves. That said, 
soft data may still limit the pace of RMB gains.  
 

• KRW gains extended as corporate-led repatriation and broader 
exporter USD selling provided the initial catalyst, while softer USD 
conditions helped sustain the move. 
 

 
Disinflation Meets Oil: A second consecutive downside inflation 
surprise in the US further reduced expectations of near-term Fed 
tightening, driving front-end Treasury yields lower and supporting risk-
sensitive currencies. However, gains in longer-duration assets 
remained restrained as higher oil prices and geopolitical risks continued 
to weigh on sentiment. 
 
The case for a July Fed rate hike weakened further, with markets now 
pricing in just 2bps of tightening, down from 11bps on Monday. Softer-
than-expected US PPI data, both headline and core, reinforced the 
disinflation narrative. The report also suggested that prices of certain 
electronic components used by US manufacturers stabilised in June, 
helping to ease concerns that the AI investment boom could generate 
broader inflation pressures. 
 
Even as US inflation proves more benign than initially feared, the 
follow-through from a weaker USD and lower US yields may be limited 
until there is greater clarity on energy-related supply risks. Crude oil 
prices extended their gains as the US intensified military action against 
Iran, raising concerns over potential disruptions to global oil supplies. 
President Trump pledged to escalate attacks until Iran ceases hostilities 
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against vessels in the Strait of Hormuz and agrees to reopen the 
waterway. 
 
While we continue to expect modest USD appreciation by year-end, 
near-term upside momentum is likely to remain constrained in the 
absence of fresh catalysts. For now, this environment should remain 
supportive of carry trades. 
 
 
UK Fiscal Tightrope: All eyes are on incoming UK Prime Minister 
Burnham's choice of Chancellor and the government's economic 
agenda. GBP and gilts rallied after reports that Burnham is likely to 
appoint Shabana Mahmood as Chancellor, rather than a candidate 
viewed as less fiscally conservative. We continue to expect a fiscally 
responsible shift to the left. However, competing demands, including 
higher defence spending and reversing cuts to unprotected 
departments, could prove difficult to accommodate within the current 
fiscal framework. This creates a key tension heading into the Autumn 
Budget and next year's Spending Review. 
 
The OECD echoed these concerns in its latest UK outlook, warning that 
fiscal discipline remains essential. It highlighted high public debt, 
elevated interest costs, and rising healthcare and social care spending 
pressures as key constraints on fiscal flexibility. Against this backdrop, 
we believe the recent EURGBP correction is likely to run out of steam. 
We continue to expect the cross to recover towards 0.87 in the coming 
months, consistent with our broader range-bound view on GBP. 
 
 
RMB. Led by USD decline, and PBoC validation. USDCNY extended its 
decline as softer US CPI, PPI weighed on the USD and pared back Fed 
tightening expectations. Firmer PBoC fixings reinforced the move, 
suggesting policymakers are comfortable allowing some gradual RMB 
appreciation rather than actively pushing the currency higher. China’s 
large June trade surplus provides a supportive flow backdrop, with 
market chatters of exporter USD sell flows, though this is better viewed 
as a possible amplifier than a confirmed driver. Near term, further 
downside in USDCNY may depend on USD softness extending and the 
fix continuing to validate spot moves. China’s soft domestic growth 
backdrop and scope for further policy easing should still limit the pace 
of RMB gains. USDCNH last seen at 6.7690 levels. Bearish momentum 
on daily chart intact while RSI shows signs of turnaround from near 
oversold conditions. Support at 6.7540 (year-to-date low). Decisive 
break may open room for 6.72 – 6.74 area. Meantime, resistance at 
6.7860/ 6.79 (21, 50 DMAs) 
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KRW. Flow-led gains extend. USDKRW continued to move lower, with 
corporate FX supply providing the initial catalyst and broader USD 
softness creating a more conducive backdrop for the decline to extend. 
Expectations of repatriation linked to SK Hynix’s US fundraising initially 
drove the move, while exporter and shipbuilder forward selling has 
since added to USD supply. Foreign equity flows have also improved at 
the margin (week-to-date +USD675m net equity inflows), easing a 
source of USD demand. Softer US inflation and firmer BoK expectations 
(markets expect 25bp hike at upcoming MPC today) further reinforced 
the move and likely prompted some unwinding of long-USDKRW 
positions.  
 
USDKRW may stay offered while these conversion flows continue, 
though the pace of decline could slow as the anticipated supply is 
progressively priced. Elevated oil prices and continued overseas 
investment demand may still limit the extent of KRW gains. USDKRW 
last seen at 1490 levels. Bearish momentum on daily chart intact 
though RSI is near oversold conditions. Support here at 1484, 1473 
levels (200 DMA, 61.8% fibo retracement of 2026 low to high). 
Resistance at 1497 (100 DMA), 1512 levels (50 DMA). 
 
 
 
Technical Levels Table 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   Source: Bloomberg, OCBC Group Research. Potential resistance and support levels are identified based on pivot points  
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Disclaimers  

 

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other 

person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments 

mentioned herein or to participate in any particular trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of 

the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been 

compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading 

at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first 

independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate 

contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 

objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever 

is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This 

report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or 

financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a 

financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before 

you make a commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether 

the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC 

Securities Private Limited (“OSPL”) and their respective related companies, their respective directors and/or employees (collectively “Related Persons”) may or might 

have in the future, interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and 

providing broking, investment banking and other financial or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related 

Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OSPL or 

other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s 

Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, 

deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant 

Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, 

a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, commun icate, distribute, deliver or otherwise disclose 

any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial 

Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group 

shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as 

implemented in any jurisdiction). 

 

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets 

or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance. 

 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for 

delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this 

document that do not relate to the official business of OCBC Bank, BOS, OSPL and their respective connected and associated corporations shall be understood as 

neither given nor endorsed. 
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This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and Oversea-Chinese 

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or 

consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this 

material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, 
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