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Subdued Trading 

 

• USD rates. USTs traded in ranges on Monday after Friday’s rally, 
with yields ending the day a tad lower. Daly, who is a non-voter and 
will become one only in 2027, commented that she “can’t wait 
forever” in terms of cutting rates; while she sees two 25bp cuts as 
an appropriate amount and the Fed can cut fewer or more, she 
thinks “the more likely thing is that we might have to do more than 
two”. Daly also noted that there is “evidence after piece of 
evidence” that the labour market is softening, and there is “no 
evidence tariffs seeping into inflation”. While Daly is not a voting 
member until 2027, she represents one of the dots on the Fed’s  
dot plot and is involved in the decision-making discussion. At the 
June dot plot, there were two dots looking for three cuts, and as 
such her dovish comments still reflect some shifts in the opinions 
among the Committee. Fed funds futures added mildly to rate cut 
expectation for this year to 63bps, while short-end USTs were little 
changed given that a fair bit of dovishness is already in the price. 
10Y UST yield is approaching our year-end expectation of 4.10% 
with the next resistance (for the bond) at 4.06%. There are coupon 
auctions of 3Y, 10Y and 30Y tenors tonight, which will be a test to 
market demand at current levels after the recent richening in the 
bonds. 
 

• DXY. Range-Bound. USD traded subdued overnight as markets 
await data and Fedspeaks this week. Soft labour market report has 
already swung the probability of Fed cut in Sep to 95% (vs. 40% as 
of 31 Jul). DXY was last at 98.74. Bullish momentum on daily chart 
shows signs of fading but decline in RSI moderated. Some 
consolidation expected in the interim. Support at 98.30 (21, 50 
DMAs), 97.20 levels. Resistance at 100 (100 DMA), 100.50 levels. 
Focus this week on ISM services data (Tue); initial jobless claims 
(Thu) and Fedspeaks. 

 

• CHFJPY. Sell on Rallies. CHFJPY fell sharply from above 185-levels 
last Fri to trade a low of 182.70 low this morning. The triggers were 
downside surprise to US payrolls, which saw JPY strengthened 
while the unexpectedly high 39% tariff rate on Swiss imports to US 
weighed on CHF. The divergence saw the cross fell sharply. Swiss 
government has indicated that it will pursue discussions with US, if 
necessary, beyond the 7 Aug deadline. Potentially, lawmakers are 
looking at options including the purchase of US LNG or further  

 
 

 

 

 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Frances Cheung, CFA                                                                                                                                         
FX and Rates Strategy                                                                                                                                                  
FrancesCheung@ocbc.com 
 
Christopher Wong   
FX and Rates Strategy   
ChristopherWong@ocbc.com   
 
Global Markets Research and Strategy 
 

mailto:FrancesCheung@ocbc.com
mailto:ChristopherWong@ocbc.com


                  GLOBAL MARKETS RESEARCH 

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram!   2 

 

 
 
investments by Swiss companies in the US. US is one of 
Switzerland’s top export markets for chocolates, watches, 
pharmaceuticals and Swiss is the 6th largest investor in US. Should 
the tariff go into effect, Swiss economic growth may be impacted, 
and inflation may ease, leading to higher likelihood of SNB lowering 
the rate into negative (SNB policy rate is already at zero). Cross was 
last at 181.90 levels. Bearish momentum on daily chart intact while 
RSI fell. Support at 181.30 (23.6% fibo retracement of 2025 low to 
high), 180.80 (50 DMA) and 178.30 (38.2% fibo). Resistance at 
183.20, 184.40 (21 DMA). We look for opportunities on rally to fade 
into. The 12% run-up this year may also provide an opportunity to 
enter short, from a risk-reward perspective. SNB-BoJ policy 
divergence play could return, and this can underpin the direction 
of travel to the downside.  

 

• USDJPY. Bias to Sell Rally. USDJPY consolidated, after trading 
sharply lower post-NFP. Carry trade allure is now reduced as softer 
US data builds the case for Fed to resume rate cut cycle soon while 
BoJ is likely to continue to hike rate in due course. To some extent, 
political uncertainty (referring to PM Ishiba’s political career/ LDP 
leadership) and credit rating concerns (dependent on fiscal health) 
can be supportive of the pair, but “sell USD” momentum and 
narrowing UST-JGB yield differentials can also counter. Pair was last 
at 147.10 levels. Daily momentum shows tentative signs of turning 
mild bearish though decline in RSI moderated. Near term 
consolidation; bias still to sell rallies. Support here at 147.10/40 
levels (21 DMA, 38.2% fibo), 145.70/90 levels (50, 100 DMAs). 
Resistance at 149.40/50 levels (200 DMA, 50% fibo retracement of 
2025 high to low), 151 levels (recent high). 

 

• USDSGD. Consolidate. USDSGD traded range-bound, in absence of 
fresh catalyst. Pair was last at 1.2880 levels. Bullish momentum on 
daily chart shows sign of fading but decline in RSI moderated. 
Support at 1.2830 (21, 50 DMAs), 1.2760 levels. Resistance at 1.30 
(100 DMA). S$NEER was steady at around +1.87% above our model-
implied midpoint. This week bring SG retail sales (Fri). USDSGD is 
expected to take cues from USD, and other external/macro events.  

 

• HKD rates. After the recent clips of FX intervention, Aggregate 
Balance (interbank HKD liquidity) will fall to HKD72.5bn. FX 
intervention at weak-side convertibility undertaking totalled 
HKD97.5bn, versus the HKD129.4bn done at the strong side in May. 
While HIBORs were off the lows observed in June, they were not 
very responsive to liquidity drainage thus far. As Aggregate Balance 
falls to a lower level, nearer the tipping point which may be 
generally seen at around HKD50bn level, front-end HKD rates may 
soon become more responsive to additional liquidity drainage. T/N 
staying at around -9pips per day continues to encourage carry  
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trades; further FX intervention cannot be ruled out until material 
increases in short-end HKD rates. We expect 3M HIBOR to 
normalise back to 2.0-2.5% area over time.  

 

• SGD rates. SGD OIS edged lower week-on-week, underperforming 
USD rates which fell more. As a result, SGD-USD rates spreads 
turned slightly less negative. Today brings auctions of 4W, 12W and 
36W MAS bills. Cut-offs at 4W and 12W MAS bills may come in a 
range of 1.70-1.75%, while cut-off at the 36W MAS bills may be at 
1.60% or below. Further at the front-end, SGD rates have been 
volatile; overnight implied SGD rate traded at around 1.66% this 
morning. Before additional bills issuances, the liquidity stays in the 
system which may keep short-end SGD rates anchored. That said, 
instead of chasing 2Y OIS lower, we see the 2Y bond/swap spread 
as supportive of 2Y SGS. Bond/swap spreads were last at around  
-21ps at 2Y, -10bps at 5Y, -8bps at 10Y. Asset swap pick-up remains 
wider further out the curve, thanks to the inverted SGD basis curve. 
Asset swap pick-up was last at around SOFR+50bps at 15Y SGS and 
at 20Y SGS (10Y hedge), at around SOFR+40bps at 10Y SGS. 
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