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Daily Market Outlook 

USD’s AI Achilles’ Heel 
 

• USD’s AI Achilles’ Heel: AI has supported US growth, equities, yields 
and the USD. But that strength cuts both ways. If the investment 
cycle cools, those same supports could reverse, leaving the dollar 
vulnerable even in a risk-off environment. 
 

• Gold rebounded as US Treasury yields, the USD and Brent eased 
despite firm US data. We remain cautiously constructive, with 
further recovery dependent on sustained relief in real yields. Focus 
next on Warsh’s remarks and whether the dip in US Treasury yields 
can continue. 

 

• TWD extended losses amid heavy foreign equity outflows, though 
losses were partially retraced into the close. Tentative stabilisation 
in global equities may offer some respite for TWD. 
 
 

USD’s AI Achilles’ Heel: The USD does not always benefit from risk 
aversion. When the shock originates in the US, as with the recent AI 
financing jitters, pressure on US assets can overwhelm the USD’s 
traditional safe-haven appeal. That matters because AI has become an 
important pillar of US growth resilience. The investment boom has 
supported growth, equities and demand for capital, reinforcing the 
relative appeal of US assets and, in turn, the USD. 

 
But that concentration cuts both ways. If concerns over AI financing 
trigger a reassessment of expected returns, the resulting weakness in 
US equities and investment could weigh on growth and reduce demand 
for US assets. In other words, some of the forces that supported the 
USD during the AI upswing could work in reverse if the investment cycle 
cools. 
 
The AI investment boom has been inflationary at the margin, lifting 
demand for capital, energy, infrastructure and labour. Strong financing 
needs have also contributed to upward pressure on real yields, 
reinforcing the USD’s yield advantage. A slowdown could reverse some 
of these forces. Weaker investment would soften demand, reduce 
equity wealth effects and ease financing needs, while tighter financial 
conditions could further weigh on growth. 

 
The recent flight to Treasuries despite hotter-than-expected CPI and 
PPI inflation is telling. Markets appear increasingly willing to look 
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through near-term inflation risks when concerns about the durability 
and financing of the AI investment cycle threaten the growth outlook. 

 
For FX, this creates an unusual combination: risk-off, lower Treasury 
yields and a softer USD. This is not the typical global risk-off shock 
where investors simply rush into USD. If the source of stress is US-
centric, Treasury safe-haven demand can push yields lower even as 
weaker US asset returns reduce the relative appeal of the USD. 
 
For now, we see the latest AI jitters as a bump rather than a break in 
the broader investment story. Concerns look overdone, but they are far 
from over. More importantly, the episode is a useful reminder for FX. 
After months of markets focusing on upside USD risks from resilient US 
growth, sticky inflation and elevated yields, AI financing concerns 
highlight the other side of that story. The more the USD benefits from 
AI-driven US growth resilience on the way up, the more exposed it 
becomes if that support starts to fade. 
 
 
Gold. Consolidation. Gold rebounded over 1% overnight, recovering 
from three consecutive sessions of losses as US Treasury yields and the 
USD retreated. Brent also eased, offering some relief to the 
inflation/rates backdrop. Fed officials also appeared in no hurry to 
tighten policy further, helping to temper expectations for an October 
hike. 

 
We remain cautiously constructive, particularly if the pullback in long-
end yields and the USD extends. The latest move is another reminder 
that gold is trading the bond market’s reaction to US data rather than 
the data itself. That said, underlying inflation pressures remain 
elevated, and the recent decline in yields has been partly driven by risk 
aversion rather than improving inflation fundamentals. Focus next on 
Fed Chair Warsh’s remarks today in Bangkok and whether the decline 
in real yields can be sustained. A renewed rise in yields remains the key 
risk to recovery momentum. 
 
Gold last seen at 4171 levels. Daily momentum is not showing a clear 
bias while recent rise in RSI moderated. 2-way consolidation likely for 
now. Support at 4100, 4060 levels (recent low). Resistance at 4200 (21 
DMA), 4240 (100 DMA) and 4330 (50 DMA). 
 
 
TWD. Room for pullback? TWD extended its decline amid continued 
foreign equity outflows, though losses were partially retraced into the 
Asian close. Foreign investors sold a record TWD302.5bn of Taiwanese 
equities on Thursday as the global tech selloff deepened. There was 
market chatter of CBC leaning against the wind, potentially helping to 
temper the pace of depreciation into Asia close. 
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We remain somewhat cautious on TWD, though tentative stabilisation 
in US equities overnight, alongside softer Treasury yields and USD, may 
offer some respite. Focus will be on whether foreign selling moderates 
after Thursday’s sharp selloff. A more sustained TWD recovery would 
likely require some improvement in underlying flows, while CBC 
smoothing may help contain excessive volatility. 
 
USDTWD last closed at 32.32 levels. Bullish momentum on daily chart 
intact while RSI is near overbought conditions. Some retracement is not 
ruled out intraday. Support at 32.10, 32.02 levels (38.2% fibo 
retracement of 2026 low to high). Resistance at 32.45 (recent high), 
32.52 (2026 high). 
 
 
USDSGD. False break? USDSGD eased lower, tracking moves in USD, US 
Treasury yields lower. This is despite US PPI, retail sales coming in 
firmer. Pair was last seen at 1.2820 levels. Mild bullish momentum on 
daily chart shows signs of fading while RSI eased away from overbought 
conditions. The recent sharp spike higher may end as a false break, 
given that the spike has failed to build on momentum thus far. We 
continue to watch price action into the week’s close. Support at 1.2790 
(21, 200 DMAs), 1.2750 (50 DMA). Resistance at 1.2840, 1.2870 (recent 
high). 
 
 
 
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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