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Market Themes/Strategy – The week ahead 
  
 The JPY led declines in the haven currencies, while cyclicals 

outperformed, as risk sentiments continued to improve on the back 
of positives at the conclusion of the Sino-US trade talks. The GBP 
continued to dislocate higher as UK and EU looks to intensify Brexit 
talks this week. 
 

 Firmer UST yields and higher global equities also fed into an overall 
risk positive environment, with the FXSI (FX Sentiment Index) dipped 
back into the Risk-Neutral zone. 

 
 Sino-US trade: How long did we take to get through Phase 1?  The 

markets drew positives from the postponement of the tariffs slated 
for 15 October, and the scheduled next round of talks in China (early 
Nov). Note that there is still no official signing off of any agreement. 
Structural differences and tariffs slated for 15 December still persist. 
If only built on Sino-US developments, it remains to be seen how 
sustainable this improvement in risk sentiments will be.       

 
 The resumption of Fed asset purchases (US$60b/month up to at least 

2Q20), and the extension of overnight repo operations until Jan may 
potentially provide a more sustainable positive risk outlook, 
especially if it translates to another strong run on the equity front.  

 
 On the calendar, the heavy China data flow and IMF-World Bank 

meetings (Tue) will give the market ample opportunities to be 
reminded of the soft global macro prognosis. A long list of scheduled 
Fed speakers as well, with Clarida (Fri) having the last word before 
the blackout period ahead of Oct FOMC. Event risk in Europe/UK too, 
with the EU Summit starting 17 Oct key for Brexit developments. 
Note a positive tone in the UK, but EU still suggests that the plan is 
not good enough to form an agreement.  

 
 Overall, expect the USD to remain on the back seat at the start this 

week, as the overall negativity has been lifted somewhat. Question 
is how long this feel-good period will be. Till then, we stay on the 
side of risk-on trades, preferring to be long of the JPY-crosses. 
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EUR-USD 
Buoyant for now.  Retain an upside bias for the EUR-USD this week, 
as the USD continues to be cut down on risk appetite improvements. 
1.1060 may however, be a firmer resistance for now, while the 1.1000 
remains the key support level. Apart from the EU Summit this week, 
watch for European industrial production and CPI prints, and German 
ZEW survey.  
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USD-JPY 
Supported in near term.  With near term negativity possibly arrested 
for now, expect the risk-on sentiments and supportive short-term 
implied valuations to support the USD-JPY going forward. If 108.50 
can be cleanly taken out, we may expect to see further extension 
towards 109.00/30 levels. Expect support at 108.00 in the interim.  
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AUD-USD 
Still heavy.  Despite the Sino-US positivity, the AUD-USD remains kept 
around the 0.6780/00 resistance, while short term implied valuations 
remain unsupportive of a swing higher. This may discourage AUD 
bulls for now, as we continue to favour downside for the pair until 
that level is taken out.   
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GBP-USD 
Headline-driven.  The GBP-USD extended further on Friday, as 
markets focused on Brexit optimism. Nonetheless, expect a volatile 
week ahead as Brexit talks heat up in the run-up to the EU Summit, 
with the GBP-USD expected to react to every shift in Brexit sentiment.   
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USD-CAD 
Range.  Apart from the risk positive tone, the USD-CAD dislocated 
lower on a strong employment print. This may perhaps keep spillover 
risks from the US slowdown at bay for now. Expect 1.3200 to support 
in the near term, before recent range lows at 1.3130/50.   
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Asian Markets 
 

 USD-Asia:  The USD-CNH remained heavy last week, finding a base 
near the 7.0800 level. A lower USD-CNH and risk-on sentiments 
should continue to support Asian currencies at the start of this week. 
Thus, we expect USD-Asia to be pulled lower today.  
 

 USD-SGD: Slight reduction of slope.  In line with our expectations, 
the MAS reduced “slightly” the rate of appreciation of the SGD NEER 
this morning. With the move, we estimate the current rate of 
appreciation to be +0.50% pa, compared to +1.0% pa previously. In 
comparison, the October statement exhibited a more dovish 
growth/inflation narrative compared to the April statement.  Overall, 
even though domestic economic imperatives calls for a lower SGD 
NEER, we think this may be more than offset by global environment, 
where the DXY and RMB dynamics impart an implicit uplift to the 
SGD NEER. For more details, please see the upcoming October MAS 
Post-view later today. 

 

 

FX Sentiment Index                                                          Technical support and resistance levels 
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S2 S1 Current R1 R2

EUR-USD 1.0894 1.1000 1.1028 1.1045 1.1075

GBP-USD 1.2281 1.2500 1.2595 1.2600 1.2636

AUD-USD 0.6700 0.6779 0.6782 0.6800 0.6841

NZD-USD 0.6244 0.6300 0.6310 0.6353 0.6361

USD-CAD 1.3192 1.3200 1.3209 1.3267 1.3287

USD-JPY 107.00 108.00 108.28 108.61 108.63

USD-SGD 1.3654 1.3679 1.3698 1.3700 1.3710

EUR-SGD 1.5067 1.5100 1.5106 1.5200 1.5220

JPY-SGD 1.2624 1.2643 1.2651 1.2700 1.2918

GBP-SGD 1.6973 1.7200 1.7252 1.7300 1.7341

AUD-SGD 0.9249 0.9251 0.9291 0.9300 0.9368

Gold 1458.30 1471.67 1481.60 1500.00 1506.49

Silver 17.06 17.50 17.59 17.60 17.66

Crude 52.00 54.00 54.40 55.37 56.79  
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