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Daily Market Outlook
Rates Catch Breath

e Rates Catch Breath: Relief in European bonds helped calm global
rate volatility, supporting EUR and EM carry trades. Focus now shifts
to the FOMC minutes, which should reveal how united policymakers
are behind further tightening and how quickly they want to move.

e USD: Gains Capped?: The USD’s structural support remains intact,
but near-term upside looks more limited. Softer labour market
trends, easing wage pressures and a less hawkish Fed narrative
could prompt markets to dial back overly aggressive rate hike
expectations.

e KRW firmed, helped by exporter USD supply. Softer USD, yields and
oil may allow further gains, though persistent equity outflows may
restrain gains.

Rates Catch Breath: Interest rate volatility eased overnight as global
bond markets found relief from the recent selloff. French government
bonds led the rebound, with the OAT-Bund spread tightening by
around 10bp as investors pared back some of the political risk premium
embedded in French assets.

The EUR edged higher, while safe-haven CHF underperformed after
Marine Le Pen, the leader of France's main opposition party and the
frontrunner for the 2027 presidential election, reiterated her
commitment to fiscal discipline and pledged to reduce France's budget
deficit below 3% of GDP. However, markets remain sceptical. Once
higher debt-servicing costs are taken into account, achieving that target
would likely require fiscal consolidation of roughly 3% of GDP over two
years, raising questions about both the credibility of the plan and its
potential impact on economic growth.

The pullback in global yields also provided relief for EM carry trades,
which had come under pressure from the recent surge in US Treasury
yields. With Treasuries rallying alongside European bonds, lower rate
volatility helped stabilise risk appetite, allowing high-yielding
currencies such as MXN and ZAR to outperform.

Oil prices initially softened as exports from the Persian Gulf improved,
but later recovered on renewed geopolitical concerns. Meanwhile,
recent Fed commentary continues to point to a tightening bias,
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although some members are less comfortable with a quick pace of
tightening.

San Francisco Fed President Mary Daly said additional rate hikes will
depend on whether inflationary shocks from tariffs, higher energy
prices and Al-related demand pressures prove temporary or more
persistent. She warned that these factors could reinforce one another
and keep inflation elevated for longer. Reuters also reported that Daly
sees Al-driven supply constraints as a potential source of persistent
inflation pressure.

Separately, Kansas City Fed President Jeff Schmid stressed that the
Fed's credibility remains tied to its commitment to restoring price
stability. Against this backdrop, the upcoming FOMC minutes will be
closely watched for clues on the degree of support for further
tightening and whether policymakers favour a gradual approach or a
faster pace of rate increases.

USD: Gains Capped?: We continue to expect the USD to remain
supported by the US economy’s strong exposure to the technology and
Al sectors, which have helped sustain growth and productivity.
However, after the recent rally, we are becoming more cautious on the
scope for further near-term USD gains.

Recent Fed communication has pointed to a more patient and data-
dependent approach to further tightening, even as policymakers
remain focused on inflation. Markets are still pricing slightly more than
three Fed rate hikes over the next 12 months, which appears aggressive
given the emerging signs of labour market moderation. Recent
employment data suggest hiring momentum is slowing and wage
growth is easing, reducing the risk of persistent wage-driven inflation.

If upcoming inflation data confirm that underlying price pressures
remain contained, investors may begin to scale back expectations for
additional Fed tightening. That could remove an important source of
support for the USD. Moreover, higher long-term Treasury yields have
already tightened financial conditions significantly, reducing the need
for the Fed to do all the heavy lifting through policy rates. With financial
conditions doing more of the tightening work, the hurdle for further
significant Fed hikes remains high.

Asian FX. Breather. The external backdrop has turned somewhat more
supportive for Asian FX overnight, with the USD and US Treasury yields
easing from recent highs while Brent fell to below USD100/bbl as
Middle East crude exports recovered and supply concerns eased. This
should provide some near-term relief for the region’s net oil importers,
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including THB, PHP and IDR, which have faced pressure from the
combination of higher energy costs, elevated US Treasury yields and a
firmer USD.

Near term, there may be room for some catch-up gains, particularly
given relatively bearish positioning in these currencies. However, a
more sustained Asian FX recovery would likely require the pullback in
oil and US Treasury yields to extend. In particular, we would keep a
close watch on upcoming treasury auction this week, including 10y on
Thu and 30y on Fri, for protentional implications on US Treasury yields,
usD.

USDKRW. Downside risks. USDKRW continued to trade heavy. Market
chatters of exporter dollar selling provided some support, while
importer demand and continued foreign equity outflows partially
capped the currency’s gains. Foreign investors sold around USD1.2bn
of Korean equities.

On the policy front, Finance Minister Lee Hyoung-il said the
government would work actively to stabilise the FX market amid
uncertainty stemming from the Middle East conflict and monetary
policy in major economies. He also reiterated plans to push ahead with
the internationalisation of the won and lower barriers to foreign
investment.

The external backdrop has turned somewhat more supportive
overnight, with the USD, US Treasury yields and oil easing. Near term,
this could allow USDKRW to extend lower, particularly if exporter dollar
supply persists. However, continued foreign equity outflows remain a
constraint, with upcoming technology earnings an important test of
foreign investor sentiment.

Pair was last at 1339 levels. Bullish momentum on daily chart faded
while RSI fell. Risks skewed to the downside. Next support at 1333
(2026 low), 1320 levels. Resistance at 1350, 1357 (21 DMA).
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XAUUSD | USDSGD | USDPHP | USDINR

Technical Levels Table

- EURUSD | USDJPY | GBPUSD | USDCHF | AUDUSD | NZDUSD | USDCAD

Resistance 2 1.1320 158.52 13339 0.8343  0.7006 0.5652  1.4311 4231 12816  63.00 96.53

Spot 1.1256 15826 13271 0.8323  0.6981 0.5625 1.4212 4168 1.2777 6278 96.43

Support 2 1.1172  157.56 13169 0.8285  0.6950 0.5574  1.4155 4072 1.2748  62.48 96.27

Bollinger Band

Bolinger Lower 1.1168 15402 13116 08133 0.4898 0.5560 1.3819 4083 1.2687 6246 94.81

Source: Bloomberg, OCBC Group Research. Potential resistance and support levels are identified based on pivot points
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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”) (fogether 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 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, 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 fo 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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Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures.
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