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JGB curve steepens; JPY on softer footing

USD rates. USTs cheapened on Friday as safe-haven flows ebbed
while September ISM services came in mixed. Long-end vyields
edged higher at Asia open, probably taking cue from the JGB
market. US ISM services index unexpectedly dipped to 50-point
versus 52-point prior, with a weakening in business activity and
new orders. Employment remained as a drag but not as much as in
the previous month while price paid was higher at 69.4-point,
illustrating the tough balancing act given the Fed’s dual mandates.
UST vyields nevertheless have remained in expected ranges, while
Fed funds futures still priced a high chance (91%) of two 25bp cuts
before year end. Most of the important data will be delayed if
tonight’s vote fails to pass the stopgap funding bill again, but there
are still releases to watch, including August consumer credit,
October University of Michigan survey, and FOMC minutes this
week. There are also USD58bn of 3Y, USD39bn of 10Y and USD22bn
of 30Y coupon bond auctions this week. Overall, in the absence of
key data, investors may adopt a cautious approach in positioning,
and USTs are likely to consolidate. Range for 2Y UST yield is seen at
3.5-3.65% and for 10Y UST yield at 4.05-4.25%.

JPY rates. Market pared back rate hike expectation after weekend'’s
election. JPY OIS last priced 11bps of hike by year end, from as
much as 21bps priced at one point last week. Perceived lower
chance of a hike before year end, together with Takaichi’s stimulus
stance, is exerting a steepening pressure on the JGB curve as initial
market reaction. 30Y bond/swap spread (JPY OIS — JGB yield) fell to
-72bps this morning, which is starting to look supportive of the
bond. Still, this compared to 30Y UST swap spread at -80bps, while
asset swap pick-up was at around SOFR+58bps at 30Y JGB; if full FX
hedge is required, long-end JGB may just appear fair — but not
particularly appealing - to foreign investors. Earlier last week, BoJ
has released Q4 JGB purchase schedule. BoJ reduced the purchase
sizes of JGBs for tenors >1Y to 25Y but maintained purchase size of
JGBs of tenor beyond 25Y. Any support from this schedule to
long-end JGBs is however seen as marginal. To recap, September
Tokyo CPI printed softer than expected, at 2.5% across headline,
core and core core readings. Our base-case has been for a 25bp
hike in the BoJ Target rate before year-end. There are slew of data
releases to watch before October meeting, including August labour
cash earnings, September PPl and CPI.
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e USDIJPY. Watching the 150 Line in the Sand. Sanae Takaichi was
elected as the leader at the LDP election on 4 Oct, in a run-off vote
after none of the 5 candidates won a majority in the first round. She
is expected to be appointed the next PM after the vote in
parliament, scheduled on 15 Oct. While LDP remains the largest
party in parliament, the LDP-led coalition no longer holds
majorities, and will require support from opposition party. She was
vocal against BoJ hiking rates last year, and on winning the race
over the weekend, she made it clear that the government will take
the lead in setting fiscal and monetary policy, and that her priority
is to reflate demand and the broader economy. There are concerns
that her appointment could delay BoJ policy normalization, and
that BoJ may again hold rates steady at the 30 Oct BoJ meeting. The
concern may be valid but at the same time, the macro-economic
conditions today vs. the macro conditions during former PM Abe’s
era are different. During those days, Japan was fighting deflation
but today, we have already seen inflation above 2% target for more
than several months. A gradual pace of BoJ normalisation is still
plausible given that rate remains relatively low. But going forward,
we need to monitor how her proposed policies can be executed and
if they will be toned down or if BoJ policy bias may be affected.
Short USDJPY trade saw some unwinding this morning. Pair gapped
higher; last at 149.75 levels. Daily momentum turned flat while RSI
rose. Risks skewed to the upside in the interim. Resistance at 150,
150.90 levels (Jul high). Support at 148.30 (200 DMA, 23.6% fibo
retracement of Apr low to Jul high), 147.80 (21, 50 DMAs) and
146.70 (38.2% fibo). Given the uncertainties, USDJPY may drift
higher in the interim unless USD is down in a significant way.

o DXY. 2-Way Trades. There are still no Federal data releases due to
US government shutdown. This puts emphasis on private sector
data and Fedspeaks. This week, there is a handful of Fedspeaks
including Miran (Tue), Powell (Thu). On Fedspeaks last week, Miran
again pressed for aggressive rate cut trajectory, citing the impact of
Trump administration's economic policies. Last Fri, ISM services
came in softer than expected. Business activity, new orders all fell
while employment component remains in contractionary territory.
Last week’s ADP private payroll also suggested that labour market
continued to cool. JOLTS report revealed there are more
unemployed people than there are job vacancies. These data
reinforce the bias for Fed to continue cutting rates. In addition, a
senior White House official said that the Trump administration will
likely start mass layoffs of federal workers if Trump decides
negotiations with congressional Democrats to end a partial
government shutdown are "absolutely going nowhere". Fed’s
easing bias, alongside weak labour market and political stand-off
suggest that USD should remain on a moderately soft path. DXY last
seen at 98 levels. Mild bullish momentum on daily chart intact while
RSI rose. 2-way trades likely. Resistance at 98.00/40 levels (50, 100
DMAs, 38.2% fibo retracement of May high to Sep low) and 99
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levels (50% fibo). Support at 97.60 (21 DMA, 23.6% fibo), 97.20.
There is no scheduled data release for today.

e USDSGD. 2-Way Trades. USDSGD was a touch firmer this morning,
tracking the modest bounce in USD and the gap higher in USDJPY.
Pair last seen at 1.2920 levels. Mild bullish momentum on daily
chart intact while RSl rose. Compression of moving averages (21, 50
and 100 DMAs) observed. This is typically a precursor to a breakout
trade, though directional play is only confirmed on breakout.
Resistance at 1.2950 (23.6% fibo retracement of 2025 high to low),
1.30 levels. Support at 1.2845/55 levels (21, 50, 100 DMAs). SSNEER
resuming easing slightly; last seen at 1.41% above model-implied
mid.

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 3



£)OCBC GLOBAL MARKETS RESEARCH

Macro Research

Selena Ling Tommy Xie Dongming Keung Ching (Cindy)
Head of Research & Strategy Head of Asia Macro Research Hong Kong & Macau Economist
lingssselena@ochc.com xied({@ocbc.com cindyckeung@oche.com

Herbert Wong Lavanya Venkateswaran Ahmad A Enver

Hong Kong & Taiwan Economist Senior ASEAN Economist ASEAM Economist
herberthtwong@oche.com lavanyavenkateswaran@oche.com ahmad.enver@oche.com
Jonathan Ng Ong Shu Yi

ASEAN Economist ESG Analyst

jonathanng4@ocbc.com shuyiongl@ochc.com

FX/Rates Strategy

Frances Cheung, CFA Christopher Wong
Head of FX & Rates Strategy FX Strategist
francescheung@ochc.com christopherwong@ochc.com

Credit Research

Andrew Wong Ezien Hoo, CFA Wong Hong Wei, CFA
Head of Credit Research Credit Research Analyst Credit Research Analyst
wongvkam@ochec.com ezienhoo@ocbe.com wonghongweii@ochc.com
Chin Meng Tee, CFA

Credit Research Analyst

mengteechini@ochc.com

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 bee n 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 reco mmendation 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 Investment Research Private Limited (“OIR”), 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, OIR, 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, 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 “MIiFID 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 Il, 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, OIR, OSPL and their respective connected and associated corporations shall be understood as neither given nor endorsed.

Co.Reg.no.: 193200032W

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 4



