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FX Weekly 

JPY Nearing Turning Point 
 

• JPY Nearing Turning Point: The JPY remains deeply undervalued, 
but policy normalisation and the prospect of Japanese investors 
shifting capital back home could finally unlock its value. We turn 
more constructive on the JPY and lower our USDJPY forecasts. 
 

• Dollar Tracks Yields: Firm US data, rising energy prices and renewed 
Fed tightening expectations are keeping the USD supported. While 
markets may be overpricing future Fed hikes, a strong payrolls 
report could extend the USD rally and keep yields elevated. 
 

• Modest upward calibration to USD/Asia forecasts reflects higher 
oil and US Treasury yields alongside renewed Fed tightening risk. We 
retain a downward trajectory for most USD/Asia forecast as 
substantial Fed tightening is already priced. 
 

• China PMIs and Korea trade/IP will be the main regional checks on 
manufacturing and tech momentum, while Indonesia/Korea CPI, US 
PCE and payrolls keep the rates backdrop in focus. China’s Golden 
Week may also thin liquidity later in the week. 

 

• Oil Risk Premium: Oil prices should still trend lower over time, but 
geopolitical risks are slowing the decline. Hormuz disruptions, 
tighter sanctions, shrinking inventories and constrained refining 
capacity are keeping a firm floor under crude and refined product 
prices. 

 
 

JPY Nearing Turning Point: The JPY remains one of the most 
undervalued currencies globally. Unlike the CNY, however, its cheap 
valuation has done little to ease depreciation pressures. USDJPY surged 
to a 40-year high in July, prompting a rare coordinated intervention by 
Japan and the US. The move triggered a sharp squeeze in speculative 
short JPY positions and highlighted policymakers' growing discomfort 
with excessive JPY weakness. While the threat of further intervention 
should limit disorderly depreciation, intervention alone is unlikely to 
deliver a sustained recovery without support from domestic policy 
changes. 
 
That support may finally be emerging. The BoJ appears increasingly 
willing to normalise policy at a faster pace, narrowing the policy gap 
with other major central banks. While the BoJ is still unlikely to out-
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hawk the Fed in the near term, the direction of travel has become more 
supportive for the JPY. 
 
A more constructive JPY story is not just about the BoJ. It is also about 
the potential for a shift in Japanese portfolio flows. The Government 
Pension Investment Fund (GPIF) and other large institutional investors 
remain heavily invested overseas after years of ultra-low domestic 
yields. The sharp increase in GPIF's overseas allocation in 2014 
coincided with a roughly 20-yen rise in USDJPY over four months. Any 
meaningful move back toward domestic assets could provide a 
powerful tailwind for the currency. Progress on this front has been 
limited so far, but we expect further policy initiatives aimed at 
encouraging domestic investment by Japanese investors. 
Against this backdrop, we are revising our end-2026 USDJPY forecast to 
155 from 160 and target 150 by end-2027. We expect the JPY's deep 
undervaluation to become a more meaningful 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 SNB keeps policy rates at 0% through at least year-end, 
preserving the CHF's role as a low-yielding funding currency. 
 
 
Dollar Tracks Yields: The USD has strengthened alongside rising 
Treasury yields as resilient US economic data, AI-driven investment 
momentum, higher energy prices and renewed confidence in the Fed's 
inflation-fighting credentials reinforce a hawkish policy outlook. Recent 
reports that Washington is considering restrictions on diesel exports 
have added to USD support, particularly against Latin American 
currencies given the region's reliance on US diesel imports. 
 
Markets are now pricing around three to four additional Fed rate hikes 
by mid-2027. While we believe the risk of further Fed tightening 
remains alive, current market pricing appears somewhat aggressive. 
Our base case remains for a moderate USD rally into year-end. That 
said, the greenback could overshoot in the near term if energy market 
tensions persist and inflation risks continue to build. Against this 
backdrop, the JPY may increasingly prove more resilient. 
 
This week's US labour market report is the key event risk. Bloomberg 
consensus expects nonfarm payrolls to rise by 90,000 in September, 
down from 162,000 in August, while the unemployment rate is forecast 
to remain at 4.1%. Although Fed Chair Kevin Warsh has highlighted the 
four-week average of initial jobless claims as a timely indicator of 
labour market conditions, payrolls remain the market's preferred 
gauge of labour market health. Recent claims data have continued to 
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trend lower, with the four-week average falling to around 202,250, 
suggesting labour market conditions remain firm. 
 
As a result, the risk of an upside payrolls surprise is rising. A stronger-
than-expected employment report would likely reinforce expectations 
of additional Fed tightening, keep US yields elevated and provide 
further support for the USD. 
 
 
Oil Risk Premium: We still expect oil prices to decline, but the path 
lower is likely to be more gradual as the endgame of the US-Iran conflict 
becomes increasingly difficult to predict. The risk of renewed escalation 
remains high, particularly if further attacks damage energy 
infrastructure or disrupt regional supply routes. As a result, we raise 
our end-2026 Brent forecast to USD85/bbl from USD80/bbl. 
 
Washington continues to tighten sanctions on Iran while maintaining 
its naval blockade, and Tehran has responded by threatening further 
retaliation and demanding tougher conditions for any reopening of the 
Strait of Hormuz. Shipping activity through Hormuz remains subdued, 
although actual oil exports may be higher than official estimates 
suggest as some vessels increasingly operate with limited or disabled 
tracking signals. This makes it harder to assess the true extent of supply 
disruptions. 
 
The market has so far been cushioned by inventory drawdowns, which 
have helped offset supply disruptions and limit further upside in crude 
prices. However, this buffer is becoming thinner as stockpiles decline, 
making the market more vulnerable to fresh supply shocks. 
 
Meanwhile, refined product markets remain particularly tight. Export 
restrictions from major suppliers such as Russia and China have further 
tightened product markets, and the US could face increasing pressure 
to prioritise domestic fuel availability amid persistently high diesel 
prices. 
 
 
Modest upward calibration to Asian FX forecasts. Recent 
developments warrant some recalibration to our Asian FX forecasts. 
Renewed geopolitical escalation in the Middle East has pushed oil 
prices higher, while the accompanying rise in US Treasury yields and 
risk of further Fed tightening provide a firmer floor for the USD on dips. 
The combination of higher oil, elevated yields and a more hawkish Fed 
backdrop is particularly challenging for currencies that are more 
sensitive to energy prices and/or external funding conditions. We 
therefore make modest upward adjustments to selected USD/Asia 
forecasts to better reflect the near-term external backdrop, with 
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relatively larger adjustments for the more oil- and yield-sensitive 
currencies. 
 
That said, this does not alter our broader directional view. Markets 
have already priced a meaningful amount of additional Fed tightening, 
leaving the hurdle increasingly high for US data to validate a further 
extension of the hawkish repricing. Should US inflation or 
activity/labour data soften, some of these expectations could be 
unwound, taking pressure off US Treasury yields and the USD. We 
retain a downward trajectory for most USD/Asia over the forecast 
horizon, while allowing for a somewhat higher near-term starting point 
and greater differentiation across Asian FX. 
 
 
MYR – near-term uncertainty, fundamentals intact. We make a 
modest upward adjustment to our USDMYR forecasts, reflecting a less 
favourable near-term backdrop. Higher US yields and renewed Fed 
tightening risks have weighed on Asian FX sentiment, while the earlier 
selloff in MGS also took some shine off MYR. Domestic event risks are 
starting to build again. The dissolution of the Melaka state assembly 
has brought political developments back into focus earlier than 
anticipated, while the upcoming Budget 2027 will be watched for how 
the government balances cost-of-living support against its medium-
term fiscal consolidation commitments. 
 
For now, we see this more as near-term uncertainty than a change in 
the fundamental MYR story. Growth remains on a firm footing, 
supported by domestic demand, investment and the tech cycle, while 
the recent rise in MGS yields has shown some signs of stabilising. Higher 
oil is also not necessarily a straightforward negative for Malaysia, 
though its impact on global inflation, US yields and risk sentiment can 
still weigh on MYR indirectly. We view the forecast calibration mainly 
as an allowance for a higher near-term risk premium. Beyond that, 
assuming external rate pressures ease and fiscal consolidation remains 
on track, we continue to expect USDMYR to resume a gradual 
downward trajectory. 
 
USDMYR last closed at 4.0740 levels. Mild bullish momentum on daily 
chart intact but there are tentative signs of it fading while RSI fell. Some 
downside risks not ruled out in the near term. Support at 4.0610 (21 
DMA, 38.2% fibo retracement of May low to 2026 high), 4.0500 (100 
DMA). Resistance at 4.0850, 4.0980 levels (23.6% fibo). 
 
 
Week’s data calendar for Asia is centred on China PMIs and a busy run 
of Korean data, with regional manufacturing PMIs providing a broader 
check on whether the recent improvement in the factory cycle is 
extending into September. China September PMIs (30 Sep) will be key 
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for whether manufacturing momentum held up into quarter-end after 
the official manufacturing PMI improved to 49.8 in August and new 
orders moved back above 50. The broader backdrop remains uneven, 
however, with strength in tech and industrial production still 
contrasting with softer consumption and investment. Korea August 
industrial production (30 Sep) and September exports (1 Oct) should 
help gauge the durability of the tech-led recovery. The first 20 days of 
September already showed record exports for the period, led by 
semiconductors, although holiday timing will distort the year-on-year 
comparison.  
 
Regional manufacturing PMIs around the turn of the month will also be 
worth watching after August surveys showed a rebound across several 
Southeast Asian economies, even as higher energy and supply-chain 
costs remain a risk.  Korea CPI (2 Oct) and Indonesia CPI (1 Oct) are also 
due; for Indonesia, focus will be on whether food and transport 
pressures keep headline inflation edging higher after August CPI 
reached 3.19% YoY, with core at 2.92%.  Globally, the US PCE (30 Sep) 
and payrolls (2 Oct) will be the main event risks that may swing 
rates/USD and risk sentiments. China also enters its National Day 
holiday from 1–7 Oct, which could see regional liquidity thinning later 
in the week. 
 
 
 
Technical Levels Table 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   Source: Bloomberg, OCBC Group Research. Potential resistance and support levels are identified based on pivot points 
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FX Forecasts 

Currency Pair 
Current (25 

Sep) 
Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 

USD-JPY 157 155 154 153 151 150 

EUR-USD 1.14 1.14 1.13 1.13 1.14 1.15 

GBP-USD 1.32 1.31 1.30 1.30 1.31 1.31 

AUD-USD 0.70 0.71 0.72 0.72 0.72 0.72 

NZD-USD 0.57 0.58 0.60 0.62 0.62 0.62 

USD-CAD 1.41 1.41 1.42 1.42 1.40 1.37 

USD-CHF 0.83 0.82 0.83 0.83 0.82 0.82 

DXY 100.97 100.8 101.5 101.4 100.4 99.5 

USD-SGD 1.2773 1.2700 1.2670 1.2630 1.2610 1.2550 

USD-CNY 6.7133 6.6900 6.6700 6.6400 6.6200 6.5900 

USD-CNH 6.7227 6.6900 6.6700 6.6400 6.6200 6.5900 

USD-THB 33.39 33.00 32.80 32.50 32.20 32.00 

USD-IDR 17903 17800 17700 17660 17630 17550 

USD-MYR 4.0740 4.0500 4.0300 4.0100 4.0000 3.9800 

USD-KRW 1354.07 1360 1340 1320 1300 1290 

USD-TWD 31.76 31.60 31.50 31.40 31.30 31.10 

USD-HKD 7.84 7.84 7.83 7.82 7.82 7.80 

USD-PHP 62.48 62.20 61.80 61.30 61.20 61.00 

USD-INR 95.82 95.60 95.30 95.00 94.80 94.60 

USD-VND 25974 26000 25900 25800 25800 25600 

EUR-JPY 179 177 174 173 172.14 172.50 

EUR-GBP 0.86 0.87 0.87 0.87 0.87 0.88 

EUR-CHF 0.94 0.94 0.94 0.94 0.94 0.94 

EUR-AUD 1.62 1.61 1.57 1.57 1.58 1.60 

EUR-NOK 10.83 10.90 11.00 11.10 11.00 11.00 

AUD-NZD 1.24 1.22 1.21 1.16 1.17 1.16 

EUR-SGD 1.46 1.45 1.43 1.43 1.44 1.44 

GBP-SGD 1.69 1.66 1.65 1.64 1.65 1.64 

AUD-SGD 0.90 0.90 0.91 0.91 0.91 0.90 

NZD-SGD 0.72 0.74 0.75 0.78 0.78 0.78 

CAD-SGD 0.90 0.90 0.89 0.89 0.90 0.92 

CHF-SGD 1.54 1.54 1.52 1.52 1.53 1.54 

JPY-SGD 0.81 0.82 0.82 0.83 0.84 0.84 

SGD-MYR 3.19 3.19 3.18 3.17 3.17 3.17 

SGD-CNY 5.26 5.27 5.26 5.26 5.250 5.251 

SGD-IDR 14014 14016 13970 13983 13981 13984 

SGD-THB 26.14 25.98 25.89 25.73 25.54 25.50 

SGD-PHP 48.89 48.98 48.78 48.54 48.53 48.61 

SGD-VND 20334 20472 20442 20428 20460 20398 

SGD-CNH 5.26 5.27 5.26 5.26 5.25 5.25 

SGD-TWD 24.85 24.88 24.86 24.86 24.82 24.78 

SGD-KRW 1060 1071 1058 1045 1031 1028 

SGD-HKD 6.14 6.17 6.18 6.19 6.20 6.22 

SGD-JPY 123 122 122 121 120 120 

Gold $/oz 4285 4600 4720 4850 4960 5050 

Silver $/oz 64 70 72 73 75 78 

Platinum $/oz 1782 1952 2002 2058 2104 2118 

Palladium $/oz 1271 1490 1529 1571 1606 1617 

ICE Brent $/bbl 104 85 83 81 78 75 

NYMEX WTI $/bbl 92 81 79 77 74 71 

Aluminium $/mt 3268 3,050 3,075 3,100 3,100 3,100 

Copper $/mt 14623 13,000 13,100 13,300 13,300 13,300 

Source: OCBC Group Research (Latest Forecast Update: 25 September 2026) 
Note: These are not meant to serve as point forecast for the quarter-end but meant as trajectory bias of the currency pair. 
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FX Forecasts 
 Current (25 Sep) 3M 6M 12M 

Forecast for G10 Currencies     

EURUSD 1.14 1.14 1.13 1.14 

GBPUSD 1.32 1.31 1.30 1.31 

USDJPY 157 155 154 151 

USDCHF 0.83 0.82 0.83 0.82 

AUDUSD 0.70 0.71 0.72 0.72 

NZDUSD 0.57 0.58 0.60 0.62 

USDCAD 1.41 1.41 1.42 1.40 

EURNOK 10.83 10.90 11.00 11.00 

Forecast for Asian Currencies     

USDCNY 6.71 6.69 6.67 6.62 

USDIDR 17903 17800 17700 17630 

USDINR 95.82 95.60 95.30 94.80 

USDKRW 1354 1360 1340 1300 

USDMYR 4.07 4.05 4.03 4.00 

USDPHP 62.48 62.20 61.80 61.20 

USDSGD 1.28 1.27 1.27 1.26 

USDTHB 33.39 33.00 32.80 32.20 

USDTWD 31.76 31.60 31.50 31.30 

Forecast for Precious Metals     

Gold $/oz 4285 4600 4720 4960 

Silver $/oz 64.30 70 72 75 

Platinum $/oz 1782 1952 2002 2104 

Palladium $/oz 1271 1490 1529 1606 

Forecast for Crude Oil     

NYMEX WTI $/bbl 92.4 81.0 79.0 74 

ICE Brent $/bbl 104.3 85.0 83.0 78 

Source: OCBC Group Research (Latest Forecast Update: 25 September 2026) 
Note: The 3-, 6-, and 12-month forecasts may vary slightly over time even when the underlying FX outlook remains unchanged. This is because we use a single 
set of core FX and interest-rate forecasts anchored on quarter-end levels. From these quarter-end projections, we derive the 3-, 6-, and 12-month forecasts 
using straightforward methodologies, including interpolation. This approach ensures internal consistency across all forecast horizons. 

 

 

 

Interest Rates Forecasts     
 3M 6M 12M 

Forecasts for US interest rates       

Fed Funds Rate 4.00 4.00 3.75 
2-Year US Treasury 4.40 4.25 3.95 
5-Year US Treasury 4.60 4.50 4.15 
10-Year US Treasury 4.75 4.65 4.45 
30-Year US Treasury 5.25 5.20 5.15 
Forecast for US SOFR swap rates        

2-Year Rate 4.35 4.25 3.85 
5-Year Rate 4.40 4.30 3.90 
10-Year Rate 4.45 4.35 4.00 
30-Year Rate 4.60 4.50 4.20 
Source: OCBC Group Research 
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Weekly Economic Calendar 

 
Source: Bloomberg, OCBC Group Research 
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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 
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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”) (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. 
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