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Daily Market Outlook 

Europe's Currency Challenge 
 

• Europe's Currency Challenge: A more credible and independent Fed 
supports a firmer USD outlook. As US policy risks fade, markets are 
likely to focus on vulnerabilities in Europe and the UK, where energy 
costs, fiscal concerns and rising yields remain key headwinds. 
 

• AUD-NZD Divergence: AUD remains underpinned by a hawkish RBA 
repricing and stronger terms of trade. While higher oil prices have 
favoured the AUD over the NZD, firmer RBNZ inflation concerns 
could help stall further AUDNZD gains. 
 

• KRW outperformance relative to Asian peers. Sustained price 
action below 21DMA may reinforce further downside pressure on 
USDKRW. Note that South Korea markets will be closed on Thu-Fri. 
for Chuseok holidays. 
 

• Singapore core CPI release is the final one before next MAS MPC. 
An in-line print, alongside softer labour conditions, would raise the 
bar for a third straight MAS tightening and reinforce the case for an 
October hold. 

 

• Focus on BI today. A hold is widely expected, with markets watching 
its assessment of recent IDR weakness and commitment to IDR 
stability. 
 
 

Europe's Currency Challenge: The Fed's recent rate hikes reinforce its 
policy independence, raising the bar for a revival of the USD 
debasement narrative and helping to reduce the USD risk premium. 
With lingering hawkish Fed risks still in play, we continue to expect 
modest USD strength through year-end. As confidence in Fed credibility 
improves, FX markets are likely to shift their focus toward 
vulnerabilities outside the US. 
 
European currencies, particularly the EUR and GBP, face mounting 
challenges. Although Brent crude has slipped back below USD100/bbl 
on hopes of US-Iran diplomacy and news that Saudi Arabia is restarting 
its East-West pipeline, energy prices remain elevated. For the EUR, high 
energy costs could become an increasing concern as gas inventories 
remain low with winter approaching. Rising French bond yields, driven 
by a hawkish ECB and growing budget concerns, also pose a risk. The 
French-German government bond yield spread widened after France 
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announced additional support measures for households and 
businesses facing higher energy costs. 
 
The GBP faces many of the same challenges. While strong M&A inflows 
have helped support the currency, fiscal concerns ahead of the UK 
budget on 28 October could become a growing headwind. Gilt yields 
remain elevated, and the new Chancellor faces difficult trade-offs as 
the latest energy shock pushes up both inflation and interest rates, 
eroding the UK's fiscal headroom. 
 
 
AUD-NZD Divergence: The AUD continues to stand out on a carry basis 
as markets reassess the RBA's rate outlook in a more hawkish direction. 
This has helped keep the AUD supported despite ongoing USD strength. 
Market pricing has shifted meaningfully in recent weeks following 
upside surprises in both 2Q26 GDP growth and July CPI. OIS markets 
now assign around a 85% probability that the RBA will raise the cash 
rate to 4.60% from 4.35% next week, with a cumulative 39bp of further 
tightening priced in by end-2026. 
 
While the housing market downturn is expected to weigh on economic 
growth at the margin, labour market conditions remain relatively tight. 
RBA Governor Bullock reiterated that the central bank remains focused 
on reducing inflation and estimates that unemployment may need to 
rise to 4.5%-5.0% to achieve that objective, although she stressed there 
is no specific unemployment target.  
 
In contrast, the NZD has not benefited from the same terms-of-trade 
boost that has supported the AUD. Higher oil prices, driven by the 
renewed escalation in the US-Iran conflict, helped lift AUDNZD to nearly 
1.25 from around 1.20 in late August. That said, hawkish comments 
from RBNZ Governor Breman may help limit further NZD weakness. Her 
warning that near-term inflation could run higher than previously 
expected suggests the market may need to scale up expectations of 
future policy tightening, reducing downward pressure on the currency. 
 
 
USDKRW. Bearish engulfing plays out. KRW outperformed other Asian 
FX. Lower oil, easing US Treasury yields, improved tech sentiment and 
chatters of exporter sell flows ahead of Chuseok holidays (Thu- Fri) 
supported KRW. Strong export data, led by semiconductor shipments, 
also provided a favourable domestic backdrop. Foreign equity flows, 
however, remained broadly flat, with Bloomberg’s consolidated 
KOSPI/KOSDAQ measure showing a small USD3.1mn net outflow. A 
more sustained return of foreign equity inflows would add conviction 
to further KRW gains. Elsewhere on BoK-speak, board member Chang 
Yong-sung said the timing and pace of further rate hikes would depend 
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on inflation, growth and financial-stability conditions, broadly 
reinforcing the BoK’s data-dependent approach to further tightening.  
 
USDKRW last closed at 1355 levels. The move also gives follow-through 
to the bearish engulfing signal highlighted in yesterday’s Daily Market 
Outlook publication. Bullish momentum on daily chart shows signs of 
fading while RSI fell further from overbought conditions. Near term, 
sustained price action below 1363 (21 DMA) may keep the pressure on 
the pair, with 1348, 1334 the next levels to watch. Resistance at 1362, 
1375 levels. 
 
 
USDSGD. Eyes on CPI release today (1pm SGT). Attention now turns to 
today’s CPI release, the final print before next MAS meeting in mid-Oct. 
After MAS tightened policy in both April and July, we think the bar for 
a third consecutive tightening has risen. Labour conditions have 
softened at the margin, with slower resident employment growth, 
higher retrenchments and somewhat softer wage intentions, which 
should also reduce the urgency for another tightening. This is 
particularly the case if core inflation remains broadly consistent with 
MAS’ projected path and that the recent pullback in energy prices is 
sustained. An inflation print around expectations would therefore 
strengthen the case for keeping policy unchanged in October. A firmer-
than-expected core print, especially if price pressures broaden beyond 
energy-related components, would keep another slight steepening of 
the S$NEER slope firmly in play. For SGD, this should leave the currency 
relatively supported even if MAS ultimately holds, as the existing policy 
stance still embeds an appreciating S$NEER path. 
 
USDSGD last seen at 1.2750 levels. Bullish momentum eased slightly 
with RSI easing away from near overbought conditions. Support at 
1.2740 (61.8% fibo retracement of 2026 low to high), 1.2710 (21 DMA). 
Resistance at 1.2780/90 levels (50, 200 DMAs, 50% fibo), 1.2810 (100 
DMA). 
 
 
IDR. BI today. Focus turns to BI’s policy decision today, with the 
meeting coming against recent pressure on the IDR despite some 
easing in oil and the external backdrop. The policy rate is widely 
expected to remain unchanged at 5.75%, leaving BI’s assessment of the 
currency and its policy response in focus. BI has continued to 
emphasise stability, backed by intervention across offshore NDF, 
domestic spot and DNDF markets. With IDR having weakened more 
recently after appreciating into mid-September, any reinforcement of 
its commitment to IDR stability will be closely watched. Near term, BI’s 
FX stance, US Treasury yields and oil should remain key for IDR 
direction. 
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USDIDR last closed at 17872. Bullish momentum on daily chart intact 
but RSI rose into overbought conditions. Cautious on risk of snapback 
or if this gap higher represents a breakaway. Monitor price action. Next 
resistance at 17950, 18000 levels. Support at 17840 (50 DMA, 23.6% 
fibo retracement of 2026 low to high), 17780 (100 DMA) and 17690 (21 
DMA). 
 
 
 
Technical Levels Table 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   Source: Bloomberg, OCBC Group Research. Potential resistance and support levels are identified based on pivot points 
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Disclaimers  

 

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 been 

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 recommendation 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 

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, 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 “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). 

 

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, OSPL and their respective connected and associated corporations shall be understood as 

neither given nor endorsed. 
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and Oversea-Chinese 

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or 

consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this 

material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, 

a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully 

disclosed in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more 

information about any inducements received, please contact your Relationship Manager. 
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