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

(PH) BSP Overnight Borrowing Rate (Sep_ 5.50% 5.25% 5.00% USDJPY 156.77 ▼0.87%  156.00 - 159.60

(KR) BoK base Rate 3.00% 3.00% 3.00% EURUSD 1.1216 ▼0.14%  1.1100 - 1.1290

(US) Initial Jobless Claims  194k 200k 199k GBPUSD 1.3401 +0.05%   1.3190 - 1.3400

AUDUSD 0.7020 ▼0.13%  0.6910 - 0.7030

DXY 101.6 ▼0.17%  101.1 - 102.7

USDCNY 6.6748 ▼0.02%  6.6600 - 6.7500

USDCNH 6.6727 ▼0.03%  6.6600 - 6.7500

Today Actual Exp. Prior USDHKD 7.8365 ▼0.14%  7.8200 - 7.8500

(SG) CPI/Core YoY (Sep) 2.4%/2.3% 2.3%/2.2% USDSGD 1.2775 +0.01%   1.2740 - 1.2920

(AU, IN) PMI Mfg/Services (Oct) USDKRW 1322 +0.00%   1320 - 1340

(TW) Industrial Production YoY (Sep) 24.7% 23.5% USDTWD 32.54 +0.23%   32.20 - 32.80

(US, EZ, JP) PMI Mfg/Services (Oct P) USDINR 94.83 +0.38%   94.00 - 95.60

(US) U. of Mich. Sentiment (Oct F) 46.3 46.3 USDIDR 18050 +0.25%   17900 - 18150

(US) U. of Mich. 1yr/5-10yr Inflation (Oct F) --/3.5% 4.7%/3.5% USDMYR 4.083 +0.08%   4.050 4.120

(JP) Natl CPI/Ex Fresh Food YoY (Sep) 2.1%/2.1% 2.1%/2.1% 1.9%/1.7% USDPHP 63.53 +0.27%   63.00 - 64.00

USDTHB 33.73 +0.29%   33.3 - 33.8

USDVND 25848 ▼0.04%  25700 - 26100

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

1) A broad flight to safety was triggered overnight amid a
deepening AI rout, mounting stress in French markets and more
deadly attacks in the Middle East.

2) China’s benchmark transition does not amount to a policy rate
cut, as reaffirmed by the PBoC’s non-disclosure of the O/N rate.

3) The BSP surprised with a 50bp rate hike, reflecting growing
concern that inflation pressures are becoming entrenched.

MACRO THEME: Old Fears, New Shockwaves

- Last night, UST yields fell sharply across the curve as a deepening
sell-off in AI-related stocks, mounting stress in French markets and
renewed tensions in the Middle East triggered a broad flight to safety.

- The 10-year UST yield posted its largest one-day decline in more than
two years, falling 17bp to 4.95%.

AI Rout

- The Philadelphia Semiconductor Index tumbled 6.7% after Meta’s
plan to accelerate capital spending revived concerns over rising debt
issuance and further liquidity absorption in an already stretched market.

- Meta’s five-year CDS widened to around 119.3bp, its highest intraday
level since the contracts began trading actively about a year ago.

- The semiconductor rout also had repercussions in Asia. SK Hynix
scrapped plans for a US listing of its Solidigm unit, citing strong
shareholder opposition and regulatory concerns.

European Deja Vu

- Meanwhile, stress in French government bonds intensified amid the
broader risk-off move and concerns over another round of weekend
protests.

- The spread between French and German 10-year government bond
yields widened to 178bp, its highest level since late 2011, when the
euro-area sovereign debt crisis was at its peak.

More Deadly Attacks

- Oil prices also advanced overnight, with WTI and Brent rising 2.4%
and 3.9%, respectively.

- The gains followed further deadly attacks in Saudi Arabia and reports
that the US and Israel were developing plans for potential strikes on
Iran after the US midterm elections. The US has also ordered some
diplomats and their families to leave Saudi Arabia in response to
threats from Houthi militants.

Separately, President Trump invoked the Defense Production Act to
expand US petroleum production, refining and logistics capacity as part
of broader efforts to ease the oil-supply shortfall.

Yields (2Y: -16.6bp; 10Y: -16.6bp; 30Y: -12.9bp)

Equities (Nasdaq: -2.6%; S&P500: -1.2%; Dow: +0.0%)

FX (DXY: -0.2%)

China: Not A Rate Cut

- Chinese government bond yields edged higher last two days, as the
PBOC’s decision not to disclose the overnight reverse repo rate tempered
expectations that the benchmark transition amounts to a rate cut.

- The 10Y CGB yield rose nearly 1bp to close at 1.64%, while DR001 held
at ~1.3%. DR007 was the only exception, down 0.8bp from last Friday.

- At Monday’s Financial Street Forum, Governor Pan Gongsheng
indicated that the central bank plans to replace the seven-day reverse
repo rate, currently at 1.40%, with the overnight rate, currently at 1.25%,
as its main policy benchmark.

- We do not view the benchmark transition as a policy rate cut. Rather, the
PBOC’s non-disclosure of the overnight rate was likely intended to curb
such speculation. In fact, we no longer look for an interest rate cut toward
the year-end either as China's activity growth improved in September.

- The shift would align the PBOC’s daily liquidity operations more closely
with international practice, while supporting broader efforts to
internationalize the renminbi and strengthen its control over short-term
interest rates.

- Although the implementation timeline remains unclear, more frequent
overnight operations would likely guide DR001 toward 1.25%, around 5bp
below its current level.

BSP: Front-loaded Tightening Amid Rising Inflation Risks

- The BSP delivered a surprise 50bp rate hike, signalling a greater
willingness to bring inflation back to target by tightening
aggressively.

- Although larger than expected given fragile growth, the move was
broadly consistent with our previous call for three hikes between Q4 2026
and early Q1 2027.

- Headline inflation rose to 7.2% in September. The BSP’s references to El
Niño and transport fare increases suggest that price pressures are
broadening beyond energy.

- Peso weakness has also increased imported inflation risks. The
PHP has fallen 1.7% since the previous meeting and around 9% since the
conflict began, supporting the case for front-loaded tightening.

- Nevertheless, the PHP surrendered its post-decision gains as oil prices
rose, reflecting persistent external pressures and the BSP’s preference for
prudent reserve use rather than defending a specific exchange-rate level.

- The hawkish stance was reinforced by Governor Remolona’s indication
that RRR cuts are unlikely during the tightening cycle.

- The BSP raised its 2027 inflation forecast from 5.4% to 6.0%, before an
expected moderation to 3.3% in 2028.

- We expect three further hikes, bringing the terminal rate to 6.25%
by early 2Q27. Additional excise taxes under the ProGRESS Bill could
add around 0.5ppt to inflation from January 2027.

- While higher rates may support the PHP at the margin, sustained energy
pressures, volatile risk sentiment and tax-related price increases are likely
to keep it under pressure.



MARKET MOVES

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

UST (US) 4.642 4.955 -16.6 -16.6 EUR/JPY 175.84 175.59 ▼1.00%  

JGB (JP) 1.896 2.861 0.3 -1.4 GBP/JPY 210.083 209.746 ▼0.82%  

Bunds (GE) 3.026 3.333 -9.0 -8.6 JPY/SGD (100yen) 0.8148 0.8159 +0.88%   

Gilts (UK) 4.888 5.326 -3.3 -5.2 JPY/HKD (100yen) 4.9988 5.0078 +0.74%   

AGB (AU) 4.920 5.251 0.6 -2.8 CNH/JPY 23.492 23.448 ▼0.92%  

SGS (SG) 1.856 2.333 -1.3 -2.9 CNH/HKD 1.1744 1.1742 ▼0.09%  

CGB (CN) 1.240 1.627 -0.4 -0.2 EUR/GBP 0.83698 0.83717 ▼0.20%  

KGB (KR) 3.783 4.162 0.0 0.1 AUD/NZD 1.2353 1.2349 +0.19%   

SDL (IN) 6.975 7.460 5.1 1.7 EUR/CNH 7.4846 7.4866 ▼0.17%  

GBP/CNH 8.9417 8.9427 +0.01%   

CNY/HKD 1.1744 1.1742 ▼0.09%  

EUR/HKD 8.7897 8.7934 ▼0.28%  

G3 Equities Close Net Chg Daily %Δ SGD/HKD 6.135 6.1376 ▼0.13%  

S&P500 (US) 7663.43 -93.74 ▼1.21%  *Open is as at 8am HKT/SGT. 

Nasdaq (US) 26008.86 -694.00 ▼2.60%  

DJIA (US) 52867.98 11.89 +0.02%   Asia Equities Close Net Chg Daily %Δ

N225 (JP) 62907.84 -1713.40 ▼2.65%  ASX (AU) 5776.13 -19.74 ▼0.34%  

STOXX50 (EU) 6087.01 -120.51 ▼1.94%  STI (SG) 5415.14 -22.85 ▼0.42%  

SHCOMP (CN) 3658.026 -55.00 ▼1.48%  

Commodity Close Net Chg Daily %Δ SZCOMP (CN) 2160.18 -65.16 ▼2.93%  

COPPER (LME) 14,198.67 -273.67 ▼1.89%  HSI (HK) 22934.68 -717.19 ▼3.03%  

IRON ORE (CN) 90.54 0.24 ▼0.42%  SENSEX (IN) 73249.39 -460.30 ▼0.62%  

GOLD 4,024.85 -115.89 ▼2.80%  JSE (ID) 5387.905 59.55 +1.12%   

SILVER 54.57 0.01 +0.22%   KLSE (MY) 1608.14 5.87 +0.37%   

OIL (BRENT) 113.17 4.35 +4.00%   PSE (PH) 5779.73 -41.78 ▼0.72%  

OIL (WTI) 99.47 2.32 +2.39%   SET (TH) 1562.67 6.58 +0.42%   

NATURAL GAS 2.80 -3.40 ▼5.87%  VNINDEX (VN) 1760.63 0.01 +1.26%   
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