$)OCBC

Daily Market Outlook
4 September 2025

Labour market softness

USD rates. UST yields fell across the curve upon the weak JOLTS job
report. Separately, the Fed Beige Book continued to show the
dilemma the FOMC face with their dual mandate but somewhat
skewed to softness in the labour market. Fed funds futures now
fully price a 25bp cut at the September FOMC meeting which is also
our base case. July JOLTS job openings fell by more than expected
to 7181K, while layoff rose to 1808K and June’s layoff level was
revised upward. The biggest decline in job openings was in the
sector of education & health services, followed by professional &
business services, leisure & hospitality, and the government. The
September issue of Fed Beige Book, with information collected on
or before 25 August, said “seven Districts noted that firms were
hesitant to hire workers because of weaker demand or uncertainty.
Moreover, contacts in two Districts reported an increase in layoffs”.
Regarding prices, “nearly all Districts noted tariff-related price
increases...especially impactful on the prices of inputs”. It is a
matter as to whether firms can pass the cost onto customers and
on this, “while some firms reported passing through their entire
cost increases to customers, some firms in nearly all Districts
described at least some hesitancy in raising prices, citing customer
price sensitivity, lack of pricing, power, and fear of losing business.”
With more signs underlining our view that the US labour market is
loosening and Fed funds rate is overly restrictive, the remaining
obstacle for the resumption of rate cuts is inflation. 10Y yield fell to
4.213%, nearing the lower end of the recent range of 4.20-4.33%
while our quarter-end expectation stays at 4.10%.

DXY. ISM Services, ADP Employment Today. USD slipped overnight
after rising the session before. Price action remains largely
range-bound as markets are still waiting for more evidence - NFP
data (Fri), PPI, BLS prelim benchmark revision to establishment
survey (next Wed) and CPI (next Thu), in the lead-up to next FOMC.
Overnight, JOLTS openings fell to 7.18mio in Jul - lowest in 10
months and this is also below the number of unemployed workers
for the first time since Apr 2021. The report also indicated layoffs
rose to 1.81mio in Jul, from an upward revised print of 1.8mio in
Jun. These add to evidence that the labour market is softening.
Data focus for the week remaining is on ADP employment, ISM
services, initial jobless claims (Thu) and more importantly, NFP
report (Fri). Consensus looks for a 75k print (below 6m average of
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81k) for NFP. Much softer-than-expected data print may potentially
change the rate cut narrative and weigh on USD. In particular, we
will be on the lookout for any pick-up in speculation for a jumbo
50bp cut at Sep FOMC. DXY last at 98.40 levels. Daily momentum
turned mild bullish while the rise in RSI moderated. 2-way risks
likely. Resistance at 98.70 (100 DMA) and 99.60 (23.6% fibo
retracement of 23.6% fibo retracement of 2025 high to low).
Support at 98.00/20 levels (21, 50 DMAs), 97.50 and 97.10 levels.
On Fedspeaks, Williams and Goolsbee are lined up tonight before
Fedspeaks go into a communication blackout on 6 Sep.

o USDIJPY. Political Risks. Focus on 8 Sep as LDP members submit
responses to decide if the party presidential election should be
brought forward. Earlier, 4 LDP members including
Secretary-General Hiroshi Moriyama indicated their intention to
step down after the election review report was presented. Report
had indicated nine factors on why voters are not supporting the
LDP. This included the loss of trust brought on by money scandals,
measures to deal with higher CPI, etc. It remains unclear if PM
Ishiba will resign and if any new leadership will bring about any
positive change. The risk of an earlier LDP election may temporarily
undermine the JPY and it is likely political-driven JPY depreciation
reverses when the domestic house is in order. USDJPY rose sharply
to 149.14 yesterday before easing lower. Last at 148 levels. Daily
momentum and RSl indicators are not showing a clear bias for now.
2-way risks ahead. Bias to lean against strength. Resistance at
148.80 (200 DMA), 149.20 levels. Support at 147.20 (50 DMA),
146.70 (38.2% fibo retracement of Apr low to Aug high).

e EURUSD. Watching Out for French Vote. EUR saw a modest
rebound overnight, following the larger pullback seen the session
before. Apart from the moves in USD, the focus is squarely on
French politics in the near term. Prediction market is looking for
97% chance that the confidence vote on 8 Sep fails and PM Bayrou
will be out as French PM by 31 Dec. Recall last year, a no-confidence
vote gamble (although not on budget) saw the exit of former PM
Barnier. The risk of a French government fallout and without a
leader for weeks or even months should not be ruled out. To add,
Dutch holds General Elections on 29 Oct. These political noises may
have short term bearish implication on EUR. Nevertheless, broader
fundamentals should still support EUR, on a buy on dips. Pair was
last at 1.1655. Daily momentum and RSI indicators are showing a
clear bias. 2-way trades still likely. Resistance here at 1.1655/65
levels (21, 50 DMAs), 1.1750, 1.1830 levels (2025 high). Support at
1.1620, 1.1570 (23.6% fibo retracement of Mar low to Jul high).
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USDSGD. 2-Way Risks. SGD strength has started to fade a bit more
than slightly, with SSNEER easing away from its upper bound this
week. Last seen around 1.69% above our model-implied midpoint.
The MAS survey of professional forecasters published recently also
noted that 42% of respondents anticipated MAS to ease policy in
Oct. Thisis an increase from about 17% respondents seen in the Jun
survey results. USDSGD continued to trade near recent highs. Pair
was last at 1.2880 levels. Daily momentum is mild bullish while the
rise in RSI moderated. Range-bound trade still likely. Resistance at
1.2920, 1.2950 levels. Support at 1.2830 (50 DMA), 1.28 and 1.2760
levels.

SGD rates. Various overnight SGD rates rose notably on
Wednesday, with SORA fixed higher at 1.4808% versus 0.9315% on
Tuesday. SGD OIS opened steady at the short-end, and 3-4bps
lower at the mid to long end this morning, underperforming USD
OIS thus far. SGD liquidity stays in the system before more MMOs
that mop up the liquidity. For one, net MAS bills issuances continue
to be on the low side, with outstanding MAS bills having increased
by a modest SGD1.3bn during August. Still, we caution against
extrapolating the downtrend in SGD interest rates, in view of the
volatile nature of the liquidity situation and hence front-end SGD
rates. Instead, we have focused on bond/swap spreads; 2Y
bond/swap spread (SGD OIS — SGS yield) was last at -25bps which
was a tad below 1-year average, and lower than bond/swap
spreads at other tenors. On the SGS curve itself, 10Y SGS exhibits
some relative value, as the SGS curve has steepened alongside the
UST curve in the absence of fiscal concerns domestically. For
foreign investors, asset swap pick-up was last at around
SOFR+30bps at 2Y and 5Y SGS, at around SOFR+40bps at 10Y SGS,
which appear decent.
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