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 Thursday, June 20, 2019 

 
 
Fed, Sino-US relations and FX  - Not the typical search for yield 
 
 FX markets have had volatile couple of sessions (see chart below) with the 

interim thawing of Sino-US trade tensions and in the aftermath of the FOMC on 

Wednesday. While perceived risk appetite levels have improved and bond and 

equity markets have reacted accordingly, the physics behind the FX markets 

have been not so clear cut. Given the more dovish than expected outcome of the 

FOMC, the typical reaction for the heightened search for yield has not played 

exactly according to the usual playbook. This instead has only been borne out in 

extremis, with the only exceptions within this metric being the ZAR and the TRY.  

 Filtering out these two outliers, we find instead more idiosyncratic and structural 

factors at play: 

 

 Positive expectations towards some compromise on the Sino-US front at 

next week’s G20 has boosted the CNH. On a related note, hitherto 

underperforming North Asian currencies like the KRW, TWD, and SGD have 

bounced. 

 Recency effect from data points have seen market participants imputing a 

less dovish stance for some currencies relative to the FOMC – i.e., GBP, 

CAD, NZD. 

 Currencies with dovish central bank intent pre-dating the FOMC have 

lagged. 

 

 Going ahead, we expect more structural considerations to come into play, 

including central bank reactions to the Fed as well as net portfolio flow 

considerations. In the interim, pure FX yield considerations may prove secondary. 

 
Yield having little bearing on FX performance 

 
                                                 Source: OCBC Bank 
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 This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in 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 publication should not be construed as an offer or solicitation for the 

subscription, purchase or sale of the securities/instruments mentioned herein. 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 publication 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 publication 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 publication 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, they 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. OCBC and/or its related and 

affiliated corporations may at any time make markets in the securities/instruments mentioned in this publication and together with their 

respective directors and officers, may have or take positions in the securities/instruments mentioned in this publication and may be 

engaged in purchasing or selling the same for themselves or their clients, and may also perform or seek to perform broking and other 

investment or securities-related services for the corporations whose securities are mentioned in this publication as well as other parties 

generally. 

 

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, communicate, 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). 


