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FX Focus 

AXJs – Uneven Momentum as Oil Risks 
Linger   

 

• AXJ FX momentum remains uneven. PHP, IDR, INR and THB led 
losses as oil risks built, while the pullback in oil prices helped KRW 
and TWD to recover some ground. 
 

• US-Iran ceasefire appears to be holding and US Secretary of State 
Marco Rubio declared Operation Epic Fury has concluded, helping 
brent ease under US$110/bbl while USD soften at the margin. That 
said, normalisation of energy flows through the Strait of Hormuz 
remains a key stick point. 

 

• Not a uniformly negative AXJ story. The key distinction is between 
oil sensitive FX and currencies with policy, external balance or 
thematic support. PHP, THB, IDR and INR may remain soft, while 
SGD, MYR, RMB, KRW and TWD could hold up better. We had 
calibrated our AXJ FX forecasts to reflect this differentiation. 

 
AXJs affected by swings in oil prices 
 
AXJ FX continued to trade on a softer footing, with losses led by PHP, 
IDR, INR and THB, as the earlier relief rally into mid-Apr lost 
momentum. The renewed rise in oil prices became a key headwind, 
with Brent pushing above USD125/bbl at one point on 30 Apr, amid 
concerns that the US-Iran standoff may persist for longer, keeping oil 
markets tight and forcing a higher risk premium into energy prices.  
 

 
Note: Asia FX refers to Bloomberg’s ASIADOL index.  
Source: Bloomberg, OCBC Group Research 

  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

       

Christopher Wong   
FX Strategist 
 
 

 



             

 

 

 

 

 

 

 Follow our podcasts by searching ‘ OCBC Research Insights ’ on Telegram!   2 

 

By Global Markets |  6 May 2026  

 
The longer the standoff drags on, the more markets may shift from 
treating this as a temporary geopolitical shock to a more durable terms-
of-trade and inflation shock. 
 
That said, some AXJ FX, including KRW and TWD, managed to rebound 
into the start of May as oil prices fell sharply at one point (30Apr-1May), 
helping to ease pressure from the oil-led inflation and Fed repricing 
narrative. The move also tempered near-term upside risks to UST yields 
and the USD, while the sharp pullback in USDJPY (30Apr-1May) added 
to broader AXJ relief.  
 
At time of publication, the US-Iran ceasefire appears to be holding up 
in the interim, despite the earlier exchange of fire and tensions around 
UAE and Strait of Hormuz. US Secretary of State Rubio said that 
Operation Epic Fury is concluded, 66 days after the US and Israel began 
operations against Iran. That was enough to calm sentiment at the 
margin, with brent easing under $110/bbl and the USD a touch softer.  
 
Still, this should be seen more as a relief move than a full reversal, 
unless geopolitical tensions de-escalate more meaningfully. US-Iran 
developments and the normalisation of energy flows through the Strait 
of Hormuz remain key sticking points.  
 
Markets paring back Fed cut expectations 
 
Adding to AXJ headwinds, the recent FOMC meeting on 29 Apr 
underscored a more divided Fed, while rising oil prices revived concerns 
over inflation persistence. The combination triggered a hawkish 
repricing, with fed funds futures no longer pricing in a cut through mid-
2027. This keeps USD support selectively intact and limits the scope for 
AXJ relief rallies. 
 

 
Source: Bloomberg, OCBC Group Research 
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Calibrating AXJ forecasts to reflect the mix 
 
The key distinction remains between oil-sensitive FX and currencies 
with policy, external-balance or thematic support. PHP, THB, IDR and 
INR may remain more vulnerable via terms-of-trade, inflation and 
growth channels. Higher oil prices can also complicate central bank 
reaction functions, particularly where growth is already soft or where 
policymakers are balancing FX stability against domestic demand. 
 
PHP, INR, IDR, THB stay under pressure 

 
Note: FX sorted in order of cumulative performance since onset of Iran conflict 
from 28 Feb to 5 May 2026, in order from strong to weak. Ceasefire first 
announced on 8 Apr 2026. Operation Epic Fury concluded 5 May as announced 
by US Secretary of State Rubio. Last data as of 5 May 2026 
Source: Bloomberg, OCBC Group Research 

 
But the AXJ story is unlikely to be uniformly negative. SGD and MYR 
may retain relative resilience, albeit for different reasons. SGD should 
continue to benefit from its lower-beta characteristics and the effects 
of a tighter MAS policy stance, especially while geopolitical uncertainty 
remains elevated. MYR, while not immune to risk-off episodes, may 
fare relatively better than most regional peers given Malaysia’s energy-
linked buffers.  
 
Meanwhile, RMB, KRW and TWD could hold up relatively better, with 
KRW and TWD still supported by the AI/export cycle, although this 
support may be tested if the oil shock morphs into a broader risk-off 
move.  
 
We calibrated AXJ FX forecasts to reflect this differentiated backdrop. 



             

 

 

 

 

 

 

 Follow our podcasts by searching ‘ OCBC Research Insights ’ on Telegram!   4 

 

By Global Markets |  6 May 2026  

 
Revised AXJ Forecasts 

 
Source: OCBC Group Research (Forecast update 4 May 2026) 

 
Overall, we see scope for selective AXJ stabilisation, but not a clean 
broad-based rebound. Even the stronger AXJ FX may struggle to extend 
gains if higher oil prices trigger a firmer USD, weaker risk appetite, 
demand destruction concerns and tighter financial conditions. 
 
 
SGD has retained relative resilience within AXJ, consistent with its 
lower-beta characteristics during episodes of geopolitical stress and oil-
led volatility. While SGD is not immune to a firmer USD, higher UST 
yields or weaker regional risk sentiment, the effects of a tighter MAS 
policy stance should continue to provide some support, especially as 
higher oil prices raise imported inflation risks. Relative to oil-sensitive 
AXJ FX, SGD also benefits from Singapore’s stronger external position 
and policy flexibility. That said, upside momentum in SGD may still be 
capped if oil prices stay elevated for longer, the Fed repricing turns 
more hawkish, or RMB sentiment weakens. (See FX Thoughts: SGD – 
Defensive premium, published 23 Apr 2026) 
 
MYR: There may be some focus on fiscal risks, given reports that the 
monthly fuel subsidy bill has risen nearly tenfold to around MYR7bn 
since the onset of the US-Iran conflict. Fiscal consolidation has been 
one of several anchors for foreign investor confidence and MYR 
sentiment, with officials still guiding for the fiscal deficit to narrow to 
3.5% of GDP this year and closer to 3% over the next two to three years. 
Any signs of fiscal slippage could temporarily weigh on MYR 
momentum. That said, these pressures should fade if oil prices ease. 
Beyond near-term fiscal noise, MYR should remain relatively supported 
by foreign inflows, the electronics and AI-related investment pipeline, 
supportive commodity prices, resilient growth and a steady RMB. 
 

USD-AXJ FX Jun-26 Sep-26 Dec-26 Mar-27 Jun-27

USD-SGD 1.28 1.27 1.26 1.26 1.25

USD-CNY 6.81 6.80 6.78 6.76 6.74

USD-CNH 6.81 6.80 6.78 6.76 6.74

USD-THB 32.80 32.50 32.10 31.80 31.60

USD-IDR 17150 17100 17000 16900 16800

USD-MYR 3.95 3.92 3.86 3.83 3.81

USD-KRW 1470 1460 1450 1430 1410

USD-TWD 31.60 31.50 31.40 31.20 31.10

USD-HKD 7.82 7.80 7.78 7.78 7.78

USD-PHP 61 61 60 60 60

USD-INR 95 95 96 96 97

USD-VND 26200 26000 26000 25800 25900
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IDR weakness largely reflects external uncertainty tied to the risk of a 
prolonged US-Iran conflict and higher oil prices. Sentiment was also 
weighed by S&P’s earlier report which noted that Indonesia could be 
more vulnerable to weakening credit metrics if the conflict persists and 
energy prices remain elevated, although the report did not constitute 
a rating action. While near-term concerns may persist, we see room for 
IDR to recover when geopolitical tensions de-escalate more 
meaningfully and oil prices ease. BI’s accompanying policy statement 
(22 Apr) has continued to put an emphasis on IDR stability, inflation 
management and the use of its triple-intervention strategy, while 
keeping macroprudential settings supportive of domestic growth. BI 
also indicated that it is prepared to further strengthen monetary policy 
measures, as required, to maintain IDR stability and ensure inflation in 
2026 and 2027 remains within the 2.5% ± 1% target corridor. BI has also 
recently (5 May) tightened rules on cash purchases of foreign currency 
(without support documents), lowering the cap to $25,000 from 
$50,000. This is in support of rupiah stabilization measures while 
Governor Perry said that the IDR is undervalued and should strengthen. 
 
RMB continues to trade with relative resilience, but we would watch 
the fixing momentum closely. While the USDCNY fix is near a fresh 3 
year low, the pace of adjustment still looks measured. The 30-day 
moving average of daily fix changes was last around -11pips as of 6 May, 
a rather contained magnitude compared with the broader moves seen 
in April. This suggests policymakers may be guiding for a steady RMB in 
the interim, rather than pushing for another fresh round of 
appreciation, especially with the RMB CFETS index already near its 
recent high. That said, the RMB CFETS index is still some distance away 
from its previous peaks. Also, the fix remains a key signal to watch. Any 
pick-up in the pace of lower USDCNY fixes would point to a stronger 
RMB bias and could provide a firmer anchor for AXJ sentiment. 
 
RMB CFETS index may be near recent high but still below past peaks 

 
Source: Bloomberg, OCBC Group Research 
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TWD may continue to find support from the AI and tech export cycle, 
with Taiwan’s March export orders up 65.9% y/y and exports up 61.8% 
y/y, underscoring still strong electronics and AI-related demand. Net 
foreign inflows into Taiwan equities were sizeable at USD8.4bn in April, 
one of the strongest monthly inflows in about two years. The 30d TWD-
TWSE correlation coefficient also picked up to around 0.9, suggesting 
that tech-led equity sentiment and foreign inflows are again becoming 
more relevant drivers for the currency. That said, TWD is not immune 
to broader swings in USD and risk sentiment. If higher oil prices revive 
inflation concerns, trigger more hawkish Fed repricing or weigh on 
global risk appetite, then TWD’s support from the tech cycle may be 
tested. 
 
 
 
 

  
 
 
 
 
 
 
 
 
Source: Bloomberg, OCBC Group Research 

 
Taiwan’s CBC kept policy rates unchanged at its Mar meeting, but the 
tone was not outright dovish. The central bank acknowledged stronger 
growth momentum, underpinned by robust exports, private 
investment and AI-related demand, while inflation forecasts were 
revised higher to 1.8% but still kept below the 2% threshold. Board 
discussions showed some concern over oil pass-through, inflation 
expectations and FX-driven imported inflation, while Governor Yang 
also signalled that policy could move in a tighter direction if Middle East 
tensions and elevated energy prices persist. While CBC is on hold for 
now, the risk of tightening cannot be ruled out if oil prices stay elevated 
for longer and begin to threaten inflation expectations. 
 
KRW may also benefit from the AI and semiconductor upcycle, 
particularly as the global tech cycle continues to lend support to Korean 
exports and portfolio inflows. Semiconductor export was up 173.5% y/y 
in Apr. This thematic support may help KRW hold up better than more 
oil-sensitive regional FX in periods of selective AXJ recovery. WGBI 
inclusion should also draw passive benchmark-related demand into 
KTBs, and inflows should also add to support for KRW. In addition, BOK 
may already have turned less dovish. Our house view expects BOK hike 
in 3Q 2026. Recent comments from BoK Senior Deputy Governor Ryoo 
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Sang-dai suggest policymakers may be shifting away from rate-cut 
considerations toward the possibility of hikes later this year, especially 
if growth holds up and oil-led inflation risks persist. This may provide 
some support to KRW at the margin, although the currency remains 
highly sensitive and is still exposed to swings in global risk appetite, oil 
prices and USD direction. If geopolitical risks intensify or higher oil 
prices feed into demand destruction concerns, then KRW may remain 
vulnerable despite the positive tech/export backdrop. 
 
Room for KRW gains to play catch-up 

 
Source: Bloomberg, OCBC Group Research 

 
 
KOSPI riding the tech wave 

 
Source: Bloomberg, OCBC Group Research 
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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, commun icate, 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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