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FX Focus

JPY Nearing Turning Point

o We revise our end-2026 USDJPY forecast to 155 from 160 and target Sim Moh Siong
150 by end-2027 as Japan's deep currency undervaluation could FX Strategist
become harder for investors to ignore.

e fFaster BoJ normalisation and the prospect of greater FX hedging
should gradually narrow rate-driven headwinds that have weighed
on the JPY for years.

e Potential repatriation by GPIF and other Japanese investors could
become a powerful new source of JPY demand, reinforcing the
currency's recovery story.

The JPY remains one of the most undervalued currencies globally.
Unlike the CNY, however, its cheap valuation has done little to
stem depreciation pressures. USDJPY surged to a 40-year high in
July 2026, prompting a rare, coordinated intervention by Japan
and the US. The move triggered a sharp squeeze in speculative
short JPY positions and underscored policymakers' growing
discomfort with excessive currency weakness. While the risk of
renewed intervention would rise if USDJPY moves above 160
again, intervention alone is unlikely to deliver a lasting recovery
without support from domestic policy shifts.

Currency intervention is unlikely to deliver a lasting JPY recovery
unless supported by domestic policy shifts
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That support may finally be emerging. The Bank of Japan (BoJ)
appears increasingly willing to normalise policy at a faster pace,
gradually narrowing the gap with other major central banks.
While the Bol is unlikely to out-hawk the Fed in the near term,
the direction of travel has become more supportive for the JPY. A
narrower rate differential should also encourage Japanese
investors and corporates to increase hedging of their overseas
exposures.

A more constructive JPY story extends beyond the Bol. It also
hinges on the potential reversal of Japanese portfolio outflows.
The Government Pension Investment Fund (GPIF) and other
major institutional investors remain heavily invested overseas
after years of ultra-low domestic yields. GPIF's sharp increase in
foreign asset allocations in 2014 coincided with a roughly 20-yen
rise in USDJPY over the following four months. Any meaningful
shift back toward domestic assets could therefore provide a
significant tailwind for the currency.

Waiting for a GPIF shift that could lift the JPY

GPIF Asset Class Weights Over Time (FY2014-FY2025)

B
[l

40
35
Es' 30
2 —
£ 25 —— —— s m— D SN,
—— < ——
S —_— —
% 20
o
815
@
10
5
(4] T T T T T T T T T T T 1
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
=8=Domestic Bonds (%) =®=Domestic Equities (%) Foreign Bonds (%) Foreign Equities (%)

Source: GPIF, OCBC Group Research

While evidence of such a shift remains limited, market attention
has focused on GPIF's unusual August meeting, which sparked
speculation that the fund may consider increasing domestic
investment and, by extension, support JPY repatriation. We
expect further policy initiatives aimed at channelling more
Japanese savings back into domestic assets.

Against this backdrop, we are revising our end-2026 USDJPY
forecast to 155 from 160 and target 150 by end-2027. We expect
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the JPY's deep undervaluation to become a more important
driver of FX performance as policy and flow dynamics turn
increasingly supportive.

As the JPY strengthens, the CHF is likely to remain the preferred
funding currency for carry trades. This view is reinforced by our
expectation that the Swiss National Bank keeps policy rates at 0%
through at least year-end, preserving the CHF's role as a low-
yielding funding currency. That said, CHF funding is not without
risk. The currency could reassert its safe-haven appeal should
French political or fiscal risks intensify.

As the JPY strengthens, the low-yielding CHF is likely to remain the
preferred funding currency
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Improving prospects for JPY appreciation add to the impact of
firmer currency management across Asia, led by the ongoing
gradual appreciation of the CNY. Together, these developments
should help constrain USD upside and support our view of only a
moderate USD rally into year-end, even with the US remaining on
the favourable side of the energy divide. A more substantial USD
rally would likely require clearer evidence that inflation is being
driven by excess demand rather than supply-side shocks such as
higher energy prices.
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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 orin part fo 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 fopics 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 freated 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”) (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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