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Three Take-Aways

1) Markets fully priced a third 25bp Fed cut in December, but the
reaction may turn hawkish. This could lift UST yields and the USD,
even as longer-term risks point to further cuts into 2026.

2) Inflation expectations stayed anchored, underscoring Fed's
challenge of balancing inflation control with growth.

3) The RBA held rates as expected. While AUD strength persists,
upside inflation risks and labour data will determine whether hike
bets gain traction.

MACRO THEME: More FOMC - A Hawkish, Insurance Cut?

- Another — the third consecutive — 25bp rate cut (to 3.50-3.75%) at
the December FOMC is deemed a done deal.

- The delicious irony of such rich pricing is that the market response
could be somewhat hawkish.

- This could be partly because of “buy the rumour, sell the fact”
dynamics, which could unwind some of the baked in positions such that
UST yields and the USD may be pushed gently higher.

- But crucially, also because the accompanying rhetoric and guidance
could be decidedly hawkish.

- A critical factor in shaping this perception derives from the Fed now
in late-stage “risk management” cuts.

- Specifically, in assessing the adequacy of pre-emptive cuts, with
the consensus liable to tip in favour of increased confidence about
sufficiency of “insurance cuts”.

- And this is likely to sound like a hawkish turn to “enough (easing)
done”, thereby underpinning the “hawkish insurance cut”
perception.

- Whereas this interim “hawkish shade” on easing merely distracts
from room to cut further, likely to be exploited into mid-/late-2026.

- The inflation side of the prevailing inflation-jobs dilemma amid a data
fog is merely a distraction.

- And hawks are merely rearranging the deck chairs on the Titanic —
rates will have much further down to go.

- Fact is inflation, and more importantly, inflation expectations are
likely to be adequately subdued.

- Whereas the real danger to the Fed stems from perceptions of
policy independence compromised, if not surrendered.

- This inadvertently gambles with the USD’s reserve currency
status and dominance.

Anchored Inflation Expectations

- November's New York Fed survey showed median inflation
expectations steady at 3.2% for one year ahead and 3.0% for three-
and five-year horizons.

- Inflation expectations for necessities rose notably, with medical
care posting its largest increase since January 2014.
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- Combined with higher inflation expectations for staples, these trends
point to headwinds for consumption.

- JOLTs Job openings rose to 7.67M in October, but underlying signals
were softer as layoffs edged up to 1.2% and quits fell to 1.8%, pointing to
easing labor demand despite headline strength.

- Overall, inflation expectations remain anchored above Fed's target
while consumer pessimism persists amid tighter credit and financial
strain, highlighting policymakers’ dual challenge of managing inflation and
growth.

Yields (2Y: +4.1bp; 10Y: +2.4bp; 30Y: +0.6bp)

Equities (Nasdaq: +0.1%; S&P 500: -0.1%; Dow: -0.4%)
FX (DXY: +0.13%)

Japan: Earthquake Adds Policy Uncertainty

- The earthquake off northern Japan adds uncertainty to the December
rate decision as short-term disruptions and reconstruction needs
could prompt BOJ caution.

- JPY weakened to reflect the policy-delay risk.

- BOJ Governor Ueda signaled flexibility in policy yesterday, saying the
BOJ will make an appropriate decision after reviewing data, but stopped
short of confirming a December hike.

- Ueda also noted the recent rise in long-term yields is “somewhat
fast” but reaffirmed they should remain market-driven.

- He added the BOJ will nimbly increase bond buying in exceptional
cases.

- Market still prices a 90% chance of a 25bp hike at the Dec 18-19
meeting.

- Although a December hike remains the consensus, the earthquake
and rising yields inject uncertainty, heightening the risk of a delay despite
earlier hawkish signals.

Post RBA: All Round Discomfort Extended

- As we had alluded to, it is not surprising that the RBA did not explicitly
consider a rate hike given that real rate remains positive at this juncture.

- Admittedly, this might change if the upside risks to inflation which their
statement allude to materialises in the months ahead.

- Our view is that the extended hold is a stance that the RBA is more
inclined towards unless real rates decline further.

- Specifically, on a trimmed mean inflation basis, if real rates fall into the
negative territory, the RBA may then be nudged into another hike.

- Nonetheless, with Governor Bullock taking rate cuts off the table,
financial conditions have tightened with markets absorbing her discomfort
around current inflation, sending 3Y yields soaring by more than 10bps.

- Even amid the AUD outperformance, there is also little comfort for the
RBA as non-tradables inflation remains the key bug bear.

- Looking ahead, durability of rate hike bets which backstop the AUD will
need comfort from a robust labour market print for the RBA to follow

DATA/EVENTS FX OUTLOOK
Yesterday Actual Exp. Prior FX Close (NY) Open* Daily %A Forecast
(US) JOLTS Job Openings (Oct) 7670k 7117k 7658k USDJPY 156.88 156.84 +0.62% 15450 - 158.00
(US) NY Fed 1Y Inflation Expectations (P 3.2% - 3.24% EURUSD 1.1627 1.1628 ¥0.09% 1.1500 - 1.1700
(JP) Machine Tool Orders YoY (Nov) 14.2% - 17.1% GBPUSD 1.3297 1.3304 ¥0.19% 1.3000 - 1.3400
(AU) RBA Cash Rate Target 3.60% 3.60% 3.60% AUDUSD 0.6642 0.6640 +0.27% 0.6500 -  0.6700
(TW) Exports/Imports YoY (Nov) 56.0%/45.0%42.1%/16.7%49.7%/14.6% DXY 99.2 == +0.13% 98.5 - 100.5
USDCNY 7.0636 - v0.12% 7.0600 -  7.1500
USDCNH 7.0610 7.0622 ¥0.15% 7.0500 - 7.1700
USDHKD 7.7825 7.7826 +0.02% 7.7600 - 7.8200
USDSGD 1.2976 1.2970 +0.01% 1.2900 - 1.3050
Today Actual Exp. Prior USDKRW 1469 1470 +0.00% 1447 - 1485
(CH) CPI/PPI YoY (Nov) 0.7%/-0.2% 0.2%/-2.1% USDTWD 31.20 - +0.04% 30.80 31.60
(KR) Unemployment Rate SA (Nov) 2.7% 2.6% 2.6% USDINR 89.89 - v0.23% 89.00 - 90.10
(PH) Unemployment Rate (Oct) - 3.8% USDIDR 16665 == ¥0.15% 16500 - 16800
(US) Employment Cost Index (3Q) 0.9% 0.9% USDMYR 4.114 4.116 +0.02% 4.100 - 4.180
(JP) PPl YoY (Nov) 2.7% 2.7% 2.7% USDPHP 59.20 - +0.45% 58.20 - 59.30
(US) FOMC Rate (Low er-Upper Bound) 3.50-3.75% 3.75%-4.00% USDTHB 31.82 31.82 v0.11% 31.8 - 324
USDVND 26370 26367 +0.04% 26250 - 26600

*Open is as at 8am HKT/SGT.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y A (bps) 10Y A (bps) Cross FX Close (NY) Open* Daily %A
UST (US) 3.617 4.189 4.1 2.4 EUR/JPY 182.4 182.37 +0.52%
JGB (JP) 1.067 1.958 0.8 -1.0 GBP/JPY 208.605 208.645 +0.43%
Bunds (GE) 2.152 2.848 -0.5 1.3 JPY/SGD (100yen) 0.827 0.827 ¥0.61%
Gilts (UK) 3.777 4.504 -2.8 -2.3 JPY/HKD (100yen) 4.9606 4.9623 ¥0.59%
AGB (AU) 4.068 4.759 9.7 5.4 CNH/IJPY 22.213 22.203 +0.86%
SGS (SG) 1.439 2.105 3.4 6.8 CNH/HKD 1.1017 1.1018 +0.14%
CGB (CN) 1.390 1.832 -1.2 -0.1 EUR/GBP 0.8743 0.87406 +0.08%
KGB (KR) 2.851 3.401 0.0 0.0 AUD/NZD 1.1489 1.149 +0.19%
SDL (IN) 5.817 6.590 4.7 5.6 EUR/CNH 8.2104 8.2119 ¥0.23%
GBP/CNH 9.3896 9.3952 ¥0.33%
CNY/HKD 1.1017 1.1018 +0.14%
EUR/HKD 9.0478 9.0496 ¥0.08%
G3 Equities Close Net Chg Daily %A SGD/HKD 5.9976 6.0005 +0.01%
S&P500 (US) 6840.51 -6.00 ¥0.09% *Open is as at 8am HKT/SGT.
Nasdaq (US) 23576.49 30.59 +0.13%
DJIA (US) 47560.29 -179.03 V0.38% Asia Equities Close Net Chg Daily %A
N225 (JP) 50655.1 73.16 +0.14% ASX (AU) 5197.51 -1.67 ¥0.03%
STOXX50 (EU) 5718.32 -7.27 ¥0.13% STI(SG) 4513.24 6.16 +0.14%
SHCOMP (CN) 3909.521 -14.56 ¥0.37%
Commodity Close Net Chg Daily %A SZCOMP (CN) 2485.932 -12.99 v0.52%
COPPER (LME) 11,487.00 -156.69 ¥ 1.35% HSI (HK) 25434.23 -331.13 ¥1.29%
IRON ORE (CN) 105.95 -1.45 ¥0.09% SENSEX (IN) 84666.28 -436.41 ¥0.51%
GOLD 4,208.24 17.58 +0.42% JSE (ID) 8657.179 -563.52 ¥0.61%
SILVER 60.67 -0.34 ¥6.88% KLSE (MY) 1614.17 1.39 +0.09%
OIL (BRENT) 61.94 -0.55 ¥0.88% PSE (PH) 5976.64 27.42 +0.46%
OIL (WTI) 58.25 -0.63 ¥1.07% SET (TH) 1269.87 8.48 +0.67%
NATURAL GAS 4.57 251 +4.32% VNINDEX (VN) 1747.17 0.00 ¥0.37%
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This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment
strategy, in relation to any securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based
upon, sources believed by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete
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contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events.
Any opinions, projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the
document and are subject to change without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be
made regarding the projections and forecasts of future performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded
and treated as strictly confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute
this document to any other persons without the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may
be effected only in accordance with all applicable laws and regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by
you, enter into transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial
instruments referred therein. Accordingly, Mizuho, its connected companies or employees may have a conflict of interest that could affect the objectivity of this
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contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in
making any investment decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment
and the suitability of an investment in their particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and
the responsibility for any investments are the sole responsibility of the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever
with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION
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PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR OWN INVESTMENT CHOICES.
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country or other jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose
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