
DATA/EVENTS
Overnight Actual Exp. Prior FX Close (NY) Daily %Δ

(US) Trade Balance (Aug) -$105.6b -$102.1b -$88.6b USDJPY 158.10 +0.12%   156.30 - 159.50

(EZ) Retail Sales YoY (Aug) 0.8% 1.0% 0.6% EURUSD 1.1259 +0.32%   1.1100 - 1.1290

(PH) CPI YoY (Sep) 7.2% 6.7% 6.1% GBPUSD 1.3276 +0.41%   1.3100 - 1.3350

(TH) CPI/Core YoY (Sep) 2.8%/1.5% 3.1%/1.6% 2.5%/1.4% AUDUSD 0.6982 +0.14%   0.6920 - 0.7020

DXY 101.8 ▼0.33%  101.1 - 103.0

USDCNY 6.7060 +0.00%   6.6800 - 6.7500

USDCNH 6.7015 ▼0.03%  6.6700 - 6.7500

Today Actual Exp. Prior USDHKD 7.8476 +0.01%   7.8200 - 7.8500

(US) NY Fed 1-Yr Inflation Expectations (Sep) 3.6% 3.6% USDSGD 1.2775 ▼0.14%  1.2670 - 1.2890

(US) FOMC Meeting Minutes USDKRW 1340 +0.00%   1335 - 1355

(JP) Coincident/Leading Index CI (Aug P) -- 120.6/117.7 USDTWD 31.80 +0.05%   31.50 - 32.00

(JP) Real/Labor Cash Earnings YoY (Aug) 1.5%/3.8% 1.5%/3.7%  2.4%/4.7% USDINR 96.43 +0.13%   95.60 - 96.90

(IN) RBI Repurchase Rate 5.50% 5.25% USDIDR 17900 ▼0.04%  17700 - 18050

(PH) Unemployment Rate (Aug) -- 6.0% USDMYR 4.085 ▼0.01%  4.050 4.120

(TW) PPI YoY (Sep) -- 16.8% USDPHP 62.78 +0.22%   62.00 - 63.20

(TW) CPI/Core YoY (Sep) 2.4%/2.5% 2.0%/2.3% USDTHB 33.62 ▼0.15%  33.2 - 34.0

USDVND 25994 +0.00%   25800 - 26200

*Open is as at 8am HKT/SGT. 
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Three Take-Aways

1) US equities hit record highs on earnings optimism, though
elevated oil prices and Treasury yields pose risks.

2) Ueda kept tightening on the table but offered no October signal.

3) Food-driven inflation is raising the likelihood of an October BSP
hike.

MACRO THEME: The Rally Rolls On

- US equities advanced with the S&P 500 and the Nasdaq Composite
refreshing record highs. The rally reflected confidence that
corporate earnings, particularly across technology and AI-related
sectors, can withstand elevated energy costs and restrictive interest
rates. Semiconductor stocks led the gains, while broader sentiment
was supported by a modest pullback in Treasury yields.

- The resilience suggests investors continue to prioritise earnings
momentum over near-term inflation risks. However, with valuations
elevated, the equity rally remains vulnerable to renewed pressure
from oil prices or bond yields.

- In commodities, oil reversed earlier losses as fresh tanker
incidents around the Strait of Hormuz and renewed fighting near the
Bab al-Mandeb revived concerns over shipping disruptions.

- Overall, markets remained cautiously risk-on, but high energy
prices and Treasury yields could sustain tightening expectations and
increase reliance on earnings.

Ueda Keeps October Bets at Bay

- Governor Kazuo Ueda maintained a hawkish tone in a speech
yesterday. He noted that underlying inflation is approaching 2%,
economic and price developments remain broadly consistent with
the BoJ’s baseline, and financial conditions are still
accommodative despite September’s 25bp hike to 1.25%.

- Ueda also reiterated that rates would continue to rise if the
outlook materialises, while highlighting upside inflation risks from
higher raw-material costs, yen weakness and resilient demand. His
stronger emphasis on anchoring inflation at 2% keeps further tightening
firmly on the table.

- However, the absence of a clearer signal on timing suggests the
BoJ is not preparing markets for back-to-back tightening in
October. Market pricing currently implies a less than 20% probability of
a hike at the 30 October meeting, indicating that investors expect
policymakers to pause while assessing the impact of September’s
move.

- Separately, Japan’s Government Pension Investment Fund (GPIF)
reportedly did not discuss portfolio allocation at its September
management committee meeting, cooling speculation that it could
raise its domestic bond allocation.

- USD/JPY breaking above 158 yesterday as Ueda offered no clear
signal of an October hike. Fading expectations of GPIF-related JGB
purchases may also temper bond demand, reinforcing the broader
“Sell Japan” narrative.

Philippines: Food Prices Drive Acceleration in Inflation

- Inflation accelerated to 7.2% YoY and 1.0% MoM in September, while
core inflation remained elevated at 4.7% YoY.

- Around 60% of the MoM increase in inflation was driven by stronger
food inflation, while non-food components accounted for the remainder.

- Within food, price pressures were concentrated in vegetables
(contributing 0.4ppt to MoM print) as heavy rains and flooding associated
with tropical cyclones in September disrupted agricultural production
and the transport of produce from farms to markets.

- Looking ahead, inflation risks are skewed the upside as El Nino
could exacerbate food supply disruptions while higher public transport
fares implemented in late September are likely to add to inflation
amid elevated oil prices. Recent minimum wage increases in the
National Capital Region (+8.6%-9.1%) may also generate additional
second round effects.

- With inflation reaccelerating despite weak economic growth, a BSP rate
hike in October appears increasingly likely. Despite the expected
tightening, negative real rates and elevated oil prices are likely to
keep the PHP pressured in the near-term.

Yields (2Y: -1.4bp; 10Y: -2.6bp; 30Y: -0.4bp)

Equities (Nasdaq: +0.4%; S&P500: +0.6%; Dow: +0.5%)

FX (DXY: -0.3%)

Malaysia Budget 2027: Consolidation Meets Constraints

- Despite progress in fiscal consolidation, fiscal space for Budget
2027 remains constrained. The deficit narrowed to 3.7% of GDP in 2025,
but federal government debt remained close to the 65% statutory ceiling at
64.2% of GDP, while debt-servicing costs continued to rise.

- For 2026, we expect expenditure to be 6–7% above the initial official
projection, as the fuel-subsidy bill is estimated to surge from MYR15
billion to MYR40 billion. On balance, we expect the 2026 fiscal deficit to
come in slightly wider than the government’s target, at around 3.6–3.7%
of GDP.

- As for Budget 2027, even though the upcoming political calendar may
constrain the appetite for fiscal consolidation, we expect the fiscal deficit
to narrow towards 3.5% of GDP.

- Revenue collection is likely to expand at a record pace compared
with Budget 2026, helping to offset significant expenditure increases
related to cost-of-living subsidies, wage support, household transfers to
lower-income groups and artificial intelligence initiatives.

- Development expenditure on infrastructure is likely to remain
broadly stable as a share of GDP. Infrastructure projects, including
expressways and water-related facilities, will remain a key pillar of Budget
2027. Admittedly, the projected deficit would fall short of the previous
3.3% target.

- The slower pace of fiscal consolidation is likely to be a mild drag on
ringgit sentiment, while federal debt near the statutory ceiling is likely to
maintain modest upward pressure on government bonds yields.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y Δ (bps) 10Y Δ (bps) Cross FX Close (NY) Open* Daily %Δ

UST (US) 4.799 5.281 -1.4 -2.6 EUR/JPY 178 178.13 +0.44%   

JGB (JP) 1.918 3.086 0.8 0.0 GBP/JPY 209.871 210.003 +0.52%   

Bunds (GE) 3.107 3.476 4.8 -1.5 JPY/SGD (100yen) 0.8079 0.8072 ▼0.27%  

Gilts (UK) 4.816 5.374 -3.1 -4.3 JPY/HKD (100yen) 4.9634 4.958 ▼0.12%  

AGB (AU) 4.930 5.398 1.6 5.9 CNH/JPY 23.564 23.604 +0.06%   

SGS (SG) 1.943 2.481 -0.2 2.6 CNH/HKD 1.1701 1.1703 +0.01%   

CGB (CN) 1.239 1.674 0.0 0.0 EUR/GBP 0.8481 0.84822 ▼0.09%  

KGB (KR) 3.900 4.370 0.0 1.1 AUD/NZD 1.2418 1.2415 ▼0.24%  

SDL (IN) 6.706 7.193 16.7 -1.8 EUR/CNH 7.5459 7.5424 +0.30%   

GBP/CNH 8.8967 8.8921 +0.37%   

CNY/HKD 1.1701 1.1703 +0.01%   

EUR/HKD 8.8362 8.8316 +0.33%   

G3 Equities Close Net Chg Daily %Δ SGD/HKD 6.1432 6.1418 +0.15%   

S&P500 (US) 7818.93 44.98 +0.58%   *Open is as at 8am HKT/SGT. 

Nasdaq (US) 27599.79 122.48 +0.45%   

DJIA (US) 51521.28 253.38 +0.49%   Asia Equities Close Net Chg Daily %Δ

N225 (JP) 70683.98 737.12 +1.05%   ASX (AU) 5689.19 23.39 +0.41%   

STOXX50 (EU) 6272.23 30.09 +0.48%   STI (SG) 5701.54 37.21 +0.66%   

SHCOMP (CN) 3842.195 0.00 +0.00%   

Commodity Close Net Chg Daily %Δ SZCOMP (CN) 2404.476 0.00 +0.00%   

COPPER (LME) 14,482.68 -13.31 ▼0.09%  HSI (HK) 24280.56 240.22 +1.00%   

IRON ORE (CN) 91.28 -5.32 ▼0.24%  SENSEX (IN) 73067.81 685.34 +0.95%   

GOLD 4,164.18 24.68 +0.60%   JSE (ID) 6192.927 74.07 +1.21%   

SILVER 61.34 0.05 +1.57%   KLSE (MY) 1633.35 1.60 +0.10%   

OIL (BRENT) 100.58 0.26 +0.26%   PSE (PH) 5677.12 -66.09 ▼1.15%  

OIL (WTI) 89.44 0.01 +0.01%   SET (TH) 1582.22 5.77 +0.37%   

NATURAL GAS 3.11 0.26 +0.43%   VNINDEX (VN) 1759.08 0.00 +0.34%   
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