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Daily Market Outlook 

Why Isn’t USD Stronger? 
 

• Why Isn’t USD Stronger?: Hotter CPI revived Fed tightening fears, 
but the USD rally lacked punch as the retreat in Treasury yields after 
an initial jump softened the rates impulse. AI-led equity weakness 
could further cap USD upside by challenging the capital flows into 
US assets and wealth effects supporting resilient US growth. 
 

• MAS held policy steady after two rounds of tightening, with the 
existing appreciating S$NEER stance deemed appropriate for now. 
Our S$NEER estimate eased 20bps to 1.65% above the model-
implied mid, while SGD weakness was largely USD-driven. Focus 
shifts to US PPI and retail sales today, with USDSGD taking cues from 
broader USD and US yield movements. 

 

• RBI’s recent measures and willingness to do more may support 
further near-term INR recovery, but firmer USD, elevated oil prices 
and external headwinds could limit gains. 
 
 

Why Isn’t USD Stronger?: September US CPI gave the USD a lift as sticky 
inflation revived fears of further Fed tightening. Core CPI rose 0.3% 
MoM, above the 0.2% consensus and matching August, while headline 
inflation accelerated to 3.7% YoY. The upside surprise keeps the 27-28 
October meeting live. However, given recent Fed guidance, we 
continue to expect a pause in October, followed by another hike in 
December. 

 
What surprised us was that the USD was not even stronger and high-
yielding EM currencies such as MXN and ZAR proved relatively resilient. 
One reason was the reversal in Treasuries. Yields initially jumped after 
CPI but subsequently turned lower as the equity sell-off deepened. This 
blunted what would otherwise have been a more powerful rate-driven 
boost to the USD. 

 
The shift in the stock-bond relationship is worth watching. AI-related 
stocks came under heavy pressure, with concerns over high borrowing 
costs hitting some of the most capital-intensive names particularly 
hard. Falling equities then pulled investors back into Treasuries, 
reversing the earlier rise in yields. In other words, the market 
temporarily shifted from higher yields hurting equities to weaker 
equities pulling yields lower. That return of the traditional negative 
stock-bond price correlation helped contain the USD rally. 
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This creates a more nuanced USD backdrop. Sticky inflation and a more 
hawkish Fed path remain supportive, but a deeper AI-led equity 
correction could become a headwind if it weakens capital inflows into 
US risk assets and erodes the positive wealth effects that have helped 
underpin a resilient US economy. That could leave the USD firm without 
necessarily producing another sharp leg higher. 

 
Attention now turns to Kevin Warsh’s fireside chat with IMF Managing 
Director Kristalina Georgieva on 16 October. The event is confirmed on 
the IMF calendar, while the Fed lists the discussion ahead of its 27-28 
October FOMC meeting. With markets now assigning meaningful odds 
to an October hike, investors will scrutinise Warsh for any hint that the 
Fed is leaning toward moving sooner rather than waiting until 
December. 

 
Our base case remains that resilient US growth, supported by robust AI 
investment, keeps the USD firm through 1H27. But with the AI equity 
boom increasingly sensitive to higher financing costs, the same theme 
that has supported resilient US growth could also become a constraint 
on further USD upside. 
 
 
USDSGD. Watch price action after the break. SGD weakened on 
Wednesday, though much of the move was driven by broad USD 
strength following stronger-than-expected US CPI rather than MAS’s 
decision to keep policy unchanged. 

 
MAS kept policy on hold after tightening twice in April and July. The 
accompanying statement pointed to a narrowing positive output gap 
through 2027, while the 2026 core inflation forecast range was 
narrowed to 1.5–2.0%. While inflation risks remain tilted to the upside, 
MAS appears to see less urgency for further tightening, with the 
cumulative effects of earlier policy adjustments and the existing 
appreciating S$NEER path providing sufficient monetary restraint for 
now. Importantly, a policy hold does not amount to easing, as the 
appreciating S$NEER stance remains intact. The on-hold decision saw a 
20bp decline in our S$NEER to around 1.65% above the model-implied 
policy midpoint, from 1.85% before the announcement. We expect this 
deviation to hold largely steady after the adjustment. 
 
Attention has since shifted back to external developments, with US PPI 
and retail sales in focus tonight (830pm SGT). Hotter US CPI overnight 
lifted UST yields (though the move was later erased) and the USD as 
markets reassessed the Fed’s policy outlook. We expect USDSGD to 
remain sensitive to broader USD sentiment in the interim. A sustained 
rise in USD could keep the pair supported, although MAS’s existing 
appreciating policy stance should continue to provide some underlying 
support for SGD. 
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USDSGD rose to a high of 1.2870 overnight before paring back some 
gains. Pair was last seen at 1.2850 levels. Daily momentum is mild 
bullish while RSI rose towards near overbought conditions. We watch 
price action if the spike holds or was the move a false break. If the spike 
fails to build on momentum, then the pair may well revert back to 
consolidation in previous range of 1.2760 – 1.2840. But if price action 
is sustained, then bullish pressure may gather further momentum, and 
the pair may well see 1.28 – 1.29 range take hold.  
 
 
USDINR. Pace of decline may moderate. USDINR briefly traded below 
95 before erasing losses into the close. Firmer USD and oil played a role 
in disrupting INR’s recovery momentum. Nevertheless, the speed and 
breadth of RBI’s recent measures reflected a strong sense of urgency 
to curb speculative activity and stabilise the currency. Governor 
Malhotra’s willingness to consider further measures should also make 
markets more cautious about building fresh short-INR positions. 

 
We may still see some room for near-term INR recovery, although the 
external environment remains challenging. Overnight, stronger-than-
expected US CPI lifted the USD and US Treasury yields, while elevated 
oil prices remain a drag on India’s external balance. These 
developments reinforced our view that while regulatory measures can 
contain speculative pressures and offer near-term support, they cannot 
fully insulate INR from external headwinds. A more sustained recovery 
would likely require some easing in oil prices and USD strength. 
 
USDINR last closed at 95.16 levels. Daily momentum turned bearish 
while RSI fell. Lingering bearish pressure remains on the cross but 
moderating RSI and price action overnight cautioned for a moderation 
in the pace of decline for the pair, especially after a near 2% drop in 4 
sessions. Support at 94.70 levels (50% fibo retracement of Apr low to 
Oct high, recent low) and 94.20 (61.8% fibo). Resistance at 95.60 levels 
(50, 100 DMAs), 96 levels (21 DMA). 
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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. 

 

Cross Border Disclaimer and Disclosures 

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures. 

 

 

 


