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Waiting for the US dollar turn 
                                     Sim Moh Siong 
                                      Currency Strategist 

 The case for meaningful USD frailty not yet 

compelling as Fed is less keen to ease further…  

 …even as reflation hopes, especially for non-US 

economies, on diminishing geopolitical stress 

have eroded support for the greenback  

 Material USD depreciation requires EUR and CNY 

appreciation which is constrained due to a lack 

of proactive Euro area fiscal policy and low 

likelihood of tariff rollbacks  

The case is building but not yet compelling for the 

USD to turn materially lower in 2020.  

USD’s safe haven status, especially against trade 

sensitive currencies, seems to be eroding amid a 

risk-supportive market environment. The USD has 

recently weakened on perceived decline in 

global risks – lower threat of no-deal Brexit and 

potential US-China trade truce -- which should 

help the global economy, especially non-US 

economies, to reflate.  

An inverted US yield curve is possibly the most 

reliable indicator of an oncoming recession and it 

is no longer inverted. The G-3 flash Purchasing 

Managers’ Index (PMI) for October suggests a 

possible stabilisation in global manufacturing 

growth, but it is not yet clear if a decisive recovery 

is in sight.  

While the Fed has delivered a third consecutive 

25bp rate cut, its unwillingness to commit to ease 

further, should cause investors to be cautious 

when chasing after broad-based USD weakness. 

Fed Chair Powell reinforced this optionality, 

neither suggesting a future cut or an end to the 

mid-cycle adjustment. We expect the Fed to 

remain on hold for the rest of 2019 although the 

Fed’s sufficiently open-minded rhetoric should 

allow the market the luxury of pricing in a further 

25bp rate cut in 2020.  

The USD yield advantage has been overtaken by 

the CAD. However, with the Fed signalling a 

higher hurdle to further rate cuts, the USD’s status 

as “too expensive to sell” is set to linger. The Fed 

has begun to increase its balance sheet size 

again to deal with front-end funding market 

distress. But this is unlikely to be a strong headwind 

for the USD as the Fed has been careful to 

downplay changes to balance sheet policy as 

“technical” in nature and not constituting 

Quantitative Easing (QE). 

USD yield advantage has been overtaken by 
the CAD but it is still “too expensive to sell” 

 
Source: Bloomberg, Bank of Singapore 

A meaningful USD decline is also dependent on 

EUR and CNY appreciation which is constrained 

by the lack of a more proactive Euro area fiscal 

policy and comprehensive US-China trade 

agreement. 

A Brexit resolution would help the EUR but is only 

one piece of the puzzle. A sustained EUR rebound 

also requires a convincing pivot toward fiscal 

stimulus in the major Euro area member states to 

enable EUR to overcome its status as a funding 

currency. While the EU's draft budget plans 

suggest a somewhat larger fiscal stimulus in 2020, 

a decisive shift to more proactive fiscal policy 

seems to be still politically challenging given the 

rhetoric from policymakers, particularly in 

Germany. 

We have revised the 3m/6m/12m USDCNY 

forecast to 7.10/7.10/7.10 (from 7.25/7.25/7.20), 

reflecting a more neutral view, as US-China trade 

talks continue to signal progress. This could result 

in US-China Phase I trade deal being signed soon 

although officials will have to look for an alternate 

venue after Chile cancelled the APEC summit.  

A sustained break of USDCNY below 7 may be 

difficult unless existing tariffs on China’s imports is 

rolled back by the US – the hurdle for this to 

happen is high for now. We are also mindful of the 

potential tensions from the possible introduction 

and passage of the Hong Kong Human Rights and 

Democracy Act in the US Senate, a bill which the 

US House of Representatives has already passed. 
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Important Information 

This document is prepared for clients of Bank of Singapore Limited (the “Bank”) only. Information has been obtained 

from sources believed to be reliable but the Bank or its affiliates and/or subsidiaries do not warrant its completeness 

or accuracy except with respect to any disclosures relative to the Bank and/or its affiliates, and it should not be 

relied on as such. The information, opinions, estimates and forecasts contained herein are as of of the date of this 

document and are subject to change without notice. We seek to update our research as appropriate, but various 

regulations may prevent us from doing so. Other than certain reports published on a periodic basis, the large 

majority of reports are published at irregular intervals as appropriate in the analyst's judgment. 

Sales and trading and professional advisory personnel from Bank of Singapore Limited may provide oral or written 

market commentary or trading strategies to our clients and discretionary portfolio management desks that reflect 

opinions that are contrary to the opinions expressed in this research. Our asset management desks may make 

investment decisions that are inconsistent with the recommendations or views expressed in this research.  

This communication provides an analysis of a specific security taken in isolation. It does not take into account any 

individual’s portfolio, investment objectives, risk tolerance, portfolio diversification or particular needs and are not 

intended as recommendations of particular securities, financial instruments or strategies to particular clients. The 

recipient of this communication must make its own independent decisions regarding whether this communication 

and any securities or financial instruments mentioned herein, is appropriate in the light of its existing portfolio 

holdings and/or investment needs. 

The information in this communication cannot disclose everything about the nature and risks of the 

abovementioned product. This is not an exhaustive list of the risks involved, nor should it be regarded as offering 

advice on the suitability of these investments for you. In addition to considering your own circumstances and needs, 

please read carefully and make sure you understand the relevant product's objectives, risks, charges and 

expenses, as well as the contents of the Prospectus, term sheet or such equivalent documentation before you make 

any investment. Please also read and make sure you understand all Risk Disclosures, Selling Restrictions and 

Disclaimers. 

Risk rating  

(1) Very Low Downside Risk, (2) Low Downside Risk, (3) Moderate Downside Risk, (4) High Downside Risk, (5) Very 

High Downside Risk  

The description of risks in this document does not purport to be an exhaustive list of the risk factors associated with 

investment in the financial products mentioned in this document. Before making any investment, the reader should 

consider all risks carefully and consult an independent financial adviser as necessary before dealing with any 

financial products mentioned in this document. 
 

Disclaimer 

 

This document is prepared by Bank of Singapore Limited (Co Reg. No.: 197700866R) (the “Bank”), is for information 

purposes only, and is not, by itself, intended for anyone other than the recipient. It may contain information 

proprietary to the Bank which may not be reproduced or redistributed in whole or in part without the Bank’s prior 

consent. It is not an offer or a solicitation to deal in any of the investment products referred to herein or to enter into 

any legal relations, nor an advice or by itself a recommendation with respect to such investment products. It does 

not have regard to the specific investment objectives, investment experience, financial situation and the particular 

needs of any recipient or customer. Customers should exercise caution in relation to any potential investment. 

Customers should independently evaluate each investment product and consider the suitability of such investment 

product, taking into account customer’s own specific investment objectives, investment experience, financial 

situation and/or particular needs. Customers will need to decide on their own as to whether or not the contents of 

this document are suitable for them. If a customer is in doubt about the contents of this document and/or the 

suitability of any investment products mentioned in this document for the customer, the customer should obtain 

independent financial, legal and/or tax advice from its professional advisers as necessary, before proceeding to 

make any investments. 

The Bank, its Affiliates and their respective employees are not in the business of providing, and do not provide, tax, 

accounting or legal advice to any clients. The material contained herein is prepared for informational purposes and 

is not intended or written to be used, and cannot be used or relied upon for tax, accounting or legal advice. Any 

such client is responsible for consulting his/her own independent advisor as to the tax, accounting and legal 

consequences associated with his/her investments/transactions based on the client’s particular circumstances. 

This document and other related documents have not been reviewed by, registered or lodged as a prospectus, 

information memorandum or profile statement with the Monetary Authority of Singapore nor any regulator in Hong 

Kong or elsewhere. 

This document may not be published, circulated, reproduced or distributed in whole or in part to any other person 

without the Bank’s prior written consent. This document is not intended for distribution to, publication or use by any 

person in any jurisdiction outside Singapore, Hong Kong, or such other jurisdiction as the Bank may determine in its 

absolute discretion, where such distribution, publication or use would be contrary to applicable law or would 
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subject the Bank and its related corporations, connected persons, associated persons and/or affiliates (collectively, 

“Affiliates”) to any registration, licensing or other requirements within such jurisdiction. 

Investments in financial instruments or other products carry significant risk, including the possible loss of the principal 

amount invested. Financial instruments or other products denominated in a foreign currency are subject to 

exchange rate fluctuations, which may have an adverse effect on the price or value of an investment in such 

products. No liability is accepted by the Bank for any loss (whether direct, indirect or consequential) that may arise 

from any use of the information contained in or derived from this document. Past performance is not a guarantee 

or indication of future results. Any prices provided in this document (other than those that are identified as being 

historical) are indicative only and do not represent firm quotes as to either price or size. You should contact your 

local representative directly if you are interested in buying or selling any financial instrument or other product or 

pursuing any trading strategy, investment strategy or wealth planning structure that may be mentioned in this 

document. 

While reasonable efforts have been made to ensure that the contents of this document have been obtained or 

derived from sources believed by the Bank and its Affiliates to be reliable, neither the Bank nor its Affiliates has 

independently verified the accuracy of such source(s). The Bank and its Affiliates and their respective officers, 

employees, agents and representatives do not make any express or implied representations, warranties or 

guarantees as to the accuracy, timeliness or completeness of the information, data or prevailing state of affairs that 

are mentioned in this document and do not accept any liability for any loss or damage whatsoever, direct or 

indirect, arising from or in connection with the use of the contents of this document. 

The Bank and its Affiliates may have issued other reports, analyses, or other documents expressing views different 

from the contents hereof and all views expressed in all reports, analyses and documents are subject to change 

without notice. The Bank and its Affiliates reserve the right to act upon or use the contents hereof at any time, 

including before its publication herein. 

  

The author of this document may have discussed the information contained therein with others within or outside the 

Bank and the author and/or such other Bank personnel may have already acted on the basis of this information 

(including communicating the information contained herein to other customers of the Bank). The Bank, its personnel 

(including those with whom the author may have consulted in the preparation of this communication), and other 

customers of the Bank may be long or short the financial instruments or other products referred to in this document, 

may have acquired such positions at prices and market conditions that are no longer available, and may have 

interests different from or adverse to your interests. 

  

Bank of Singapore Limited is a licensed bank regulated by the Monetary Authority of Singapore in Singapore. Bank 

of Singapore Limited, Hong Kong Branch, is an Authorized Institution as defined in the Banking Ordinance of Hong 

Kong (Cap 155), regulated by the Hong Kong Monetary Authority in Hong Kong and a Registered Institution as 

defined in the Securities and Futures Ordinance of Hong Kong (Cap.571) regulated by the Securities and Futures 

Commission in Hong Kong. Bank of Singapore Limited, its employees and discretionary accounts managed by its 

Singapore Office may have long or short positions or may be otherwise interested in any of the investment products 

(including derivatives thereof) referred to in this document and may from time to time dispose of any such 

investment products. Bank of Singapore Limited forms part of the OCBC Group (being for this purpose Oversea-

Chinese Banking Corporation Limited and its subsidiaries, related and affiliated companies). OCBC Group, 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 services to such issuers. OCBC 

Group and its Related Persons may also be related to, and receive fees from, providers of such investment 

products. 

  

Bank of Singapore Limited adheres to a group policy (as revised and updated from time to time) that provides how 

entities in the OCBC Group manage or eliminate any actual or potential conflicts of interest which may impact the 

impartiality of research reports issued by any research analyst in the OCBC Group. 

  

Past performance is not always indicative of likely or future results. The value of any investment or income may go 

down as well as up. All investments involve an element of risk, including capital loss. Customers who are interested 

to invest in such investment products should read the risk disclosures and governing terms and conditions that are 

set out in the relevant offering documents. 

  

Applicable to clients booked and/or managed in the Dubai International Financial Center (DIFC) only: The 

information contained herein is exclusively addressed to the recipient. The offering of certain products in this 

document has not been and will not be registered with the Central Bank of United Arab Emirates or Securities & 

Commodities Authority in the United Arab Emirates. Any products in this document that are being offered or sold do 

not constitute a public offering or distribution of securities under the applicable laws and regulations of the United 

Arab Emirates. This document is not intended for circulation or distribution in or into the UAE, other than to persons in 

the UAE to whom such circulation or distribution is permitted by, or is exempt from the requirements of, the 

applicable laws and regulations of the United Arab Emirates. The distribution of the information contained herein by 

the recipient is prohibited. Where applicable, this document relates to securities which are listed outside of the Abu 
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Dhabi Securities Exchange and the Dubai Financial Market. Bank of Singapore Limited is not authorized to provide 

investment research regarding securities listed on the exchanges of the United Arab Emirates which are outside of 

the DIFC. 
 

Analyst Declaration 

 

The analyst(s) who prepared this report certifies that the opinions contained herein accurately and exclusively 

reflect his or her views about the securities of the Company, and that he or she has taken reasonable care to 

maintain independence and objectivity in respect of the opinions herein.   

 

The analyst(s) who wrote this report does not hold securities in the Company. The analyst(s) receives compensation 

based on the overall revenues of Bank of Singapore Limited, and no part of his or her compensation was, is, or will 

be directly or indirectly related to the inclusion of specific recommendations or views in this report. The reporting line 

of the analyst(s) is separate from and independent of the business solicitation or marketing departments of Bank of 

Singapore Limited.  

  

The analyst(s) or his/her associate confirms that he or she does not serve as directors or officers of the Company, 

and the Company or other third parties have not provided or agreed to provide any compensation or other 

benefits to the analyst(s) in connection with this report. 

 

An “associate” is defined as (i) the spouse, parent or step-parent, or any minor child (natural or adopted) or minor 

step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse, parent or step-parent, minor child 

(natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed 

or obliged to act in accordance with the directions or instructions of the analyst. 
 

Cross-Border Marketing 

 

Brunei: This document has not been delivered to, licensed or permitted by the Autoriti Monetari Brunei Darussalam, 

the authority as designated under the Brunei Darussalam Securities Markets Order, 2013 and the Banking Order, 

2006; nor has it been registered with the Registrar of Companies, Registrar of International Business Companies or 

the Brunei Darussalam Ministry of Finance. The products mentioned in this document are not registered, licensed or 

permitted by the Autoriti Monetari Brunei Darussalam or by any other government agency or under any law in 

Brunei Darussalam. Any offers, acceptances, sales and allotments of the products shall be made outside Brunei 

Darussalam. Hong Kong SAR: Bank of Singapore Limited is an Authorized Institution as defined in the Banking 

Ordinance of Hong Kong (Cap 155), regulated by the Hong Kong Monetary Authority in Hong Kong and a 

Registered Institution as defined in the Securities and Futures Ordinance of Hong Kong (Cap. 571), regulated by the 

Securities and Futures Commission in Hong Kong. This document is for information only and is not intended for 

anyone other than the recipient. It has not been reviewed by any regulatory authority in Hong Kong.  It is not by 

itself an offer or a solicitation to deal in any of the financial products referred to herein or to enter into any legal 

relations, nor an advice or a recommendation with respect to such financial products. It does not have regard to 

the specific investment objectives, financial situation, investment experience and the particular needs of any 

recipient or Investor. This document may not be published, circulated, reproduced or distributed in whole or in part 

to any other person without the Bank’s prior written consent. This document is not intended for distribution to, 

publication or use by any person in any jurisdiction outside Hong Kong, or such other jurisdiction as the Bank may 

determine in its absolute discretion, where such distribution, publication or use would be contrary to applicable law 

or would subject the Bank and its related corporations, connected persons, associated persons and/or affiliates to 

any registration, licensing or other requirements within such jurisdiction. Indonesia: The offering of the investment 

product in reliance of this document is not registered under the Indonesian Capital Market Law and its 

implementing regulations, and is not intended to constitute a public offering of securities under the Indonesian 

Capital Market Law and its implementing regulations. According, this investment product may not be offered or 

sold, directly or indirectly, within Indonesia or to citizens (wherever they are domiciled or located), entities or 

residents, in any manner which constitutes a public offering of securities under the Indonesian Capital Market Law 

and its implementing regulations. Japan: The information contained in this document is for general reference 

purposes only. It does not have regard to your specific investment objectives, financial situation, risk tolerance and 

particular needs. Nothing in this document constitutes an offer to buy or sell or an invitation to offer to buy or sell or 

a recommendation or a solicitation to buy or sell any securities or investment. We do not have any intention of 

conducting regulated business in Japan. You acknowledge that nothing in this document constitutes investment or 

financial advice or any advice of any nature. Malaysia: Bank of Singapore Limited does not hold any licence, 

registration or approval to carry on any regulated business in Malaysia (including but not limited to any businesses 

regulated under the Capital Markets & Services Act 2007 of Malaysia), nor does it hold itself out as carrying on or 

purport to carry on any such business in Malaysia. Any services provided by Bank of Singapore Limited to residents 

of Malaysia are provided solely on an offshore basis from outside Malaysia, either as a result of “reverse enquiry” on 

the part of the Malaysian residents or where Bank of Singapore Limited has been retained outside Malaysia to 

provide such services. As an integral part of the provision of such services from outside Malaysia, Bank of Singapore 

Limited may from time to time make available to such residents documents and information making reference to 
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capital markets products (for example, in connection with the provision of fund management or investment 

advisory services outside of Malaysia). Nothing in such documents or information is intended to be construed as or 

constitute the making available of, or an offer or invitation to subscribe for or purchase any such capital markets 

product. Myanmar: This document and information herein is made available by Bank of Singapore Limited, which is 

not licensed or registered under the Financial Institutions Law (Law No. 20/2016) or other Myanmar legislation to 

carry on, nor do they purport to carry on, any regulated activity in Myanmar. The provision of any products and 

services by Bank of Singapore Limited shall be solely on an offshore basis. You shall ensure that you have and will 

continue to be fully compliant with all applicable laws in Myanmar when entering into discussion or contracts with 

Bank of Singapore Limited. Oman: This document does not constitute a public offer of investment, securities or 

financial services in the Sultanate of Oman, as contemplated by the Commercial Companies Law of Oman (Royal 

Decree No. 4/1974), Banking Law of Oman (Royal Decree No. 114/2000) or the Capital Market Law of Oman (Royal 

Decree No. 80/1998) and the Executive Regulations of the Capital Market Law (Ministerial Decision No. 1/2009) or 

an offer to sell or the solicitation of any offer to buy non-Omani investment products, securities or financial services 

and products in the Sultanate of Oman. This document is strictly private and confidential. It is being provided to a 

limited number of sophisticated investors solely to enable them to decide whether or not to make an offer to invest 

in financial products mentioned in this document, outside of the Sultanate of Oman, upon the terms and subject to 

the restrictions set out herein and may not be reproduced or used for any other purpose or provided to any person 

other than the original recipient. Additionally, this document is not intended to lead to the making of any contract 

within the territory or under the laws of the Sultanate of Oman. The Capital Market Authority of Oman and the 

Central Bank of Oman take no responsibility for the accuracy of the statements and information contained in this 

document or for the performance of the financial products mentioned in this document nor shall they have any 

liability to any person for damage or loss resulting from reliance on any statement or information contained herein. 

Russia: The investment products mentioned in this document have not been registered with or approved by the 

local regulator of any country and are not publicly distributed in Singapore or elsewhere. This document does not 

constitute or form part of an offer or invitation to the public in any country to subscribe for the products referred to 

herein. South Korea: The document does not constitute an offer, solicitation or investment advertisement to trade in 

the investment product referred to in the document.  Taiwan: The provision of the information and the offer of the 

service concerned herewith have not been and will not be registered with the Financial Supervisory Commission of 

Taiwan pursuant to relevant laws and regulations of Taiwan and may not be provided or offered in Taiwan or in 

circumstances which requires a prior registration or approval of the Financial Supervisory Commission of Taiwan. No 

person or entity in Taiwan has been authorised to provide the information and to offer the service in Taiwan. 

Thailand: Please note that neither Bank of Singapore Limited nor any other entities in the Bank of Singapore 

Limited’s group maintains any licences, authorisations or registrations in Thailand nor is any of the material and 

information contained, or the relevant securities or products specified herein approved or registered in Thailand. 

Interests in the relevant securities or products may not be offered or sold within Thailand. The attached information 

has been provided at your request for informational purposes only and shall not be copied or redistributed to any 

other person without the prior consent of Bank of Singapore Limited or its relevant entities and in no way constitutes 

an offer, solicitation, advertisement or advice of, or in relation to, the relevant securities or products by Bank of 

Singapore Limited or any other entities in Bank of Singapore Limited’s group in Thailand. The Philippines: The 

information contained in this document is not intended to constitute a public offering of securities under the 

Securities Regulation Code of the Philippines.  Dubai International Financial Center (DIFC): Bank of Singapore 

Limited has a branch registered in the Dubai International Financial Centre ("DIFC") which is regulated by the Dubai 

Financial Services Authority (“DFSA”). Bank of Singapore Limited (DIFC Branch) is not a financial institution licensed in 

the United Arab Emirates outside of the DIFC and does not undertake banking or financial activities in the United 

Arab Emirates nor is it licensed to do so outside of the DIFC. This material is provided for information purposes only 

and it is general information not specific in any way to any particular investor, investor type, strategy, investment 

need or other financial circumstance. As such this information is not financial advice or a financial promotion, nor is 

it intended to influence an investor's decision to invest. It is not to be construed as an offer to buy or sell or 

solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in 

any jurisdiction. The material is only intended for persons who fulfill the criteria to be classified as “Professional 

Clients” as defined under the DFSA rules and should not be reviewed, received, provided to or relied upon by any 

other person. United Arab Emirates (U.A.E): The information contained herein is exclusively addressed to the 

recipient. The offering of certain products in this document has not been and will not be registered with the Central 

Bank of United Arab Emirates or Securities & Commodities Authority in the United Arab Emirates. Any products in this 

document that are being offered or sold do not constitute a public offering or distribution of securities under the 

applicable laws and regulations of the United Arab Emirates. This document is not intended for circulation or 

distribution in or into the UAE, other than to persons in the UAE to whom such circulation or distribution is permitted 

by, or is exempt from the requirements of, the applicable laws and regulations of the United Arab Emirates. The 

distribution of the information contained herein by the recipient is prohibited. Where applicable, this document 

relates to securities which are listed outside of the Abu Dhabi Securities Exchange and the Dubai Financial Market.  

The Bank of Singapore Limited is not authorized to provide investment research regarding securities listed on the 

exchanges of the United Arab Emirates which are outside of the DIFC.  United Kingdom: In the United Kingdom, this 

document is being made available only to the person or the entity to whom it is directed being persons to whom it 

may lawfully be directed under applicable laws and regulations of the United Kingdom (such persons are 

hereinafter referred to as ‘relevant persons’). Accordingly, this document is communicated only to relevant 
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persons.  Persons who are not relevant persons must not act on or rely on this document or any of its contents. Any 

investment or investment activity to which this document relates is available only to relevant persons and will be 

engaged in only with relevant persons. Relevant persons in receipt of this document must not distribute, publish, 

reproduce, or disclose this document (in whole or in part) to any person who is not a relevant person.  United States 

of America: This product may not be sold or offered within the United States or to U.S. persons. 
 

© 2019 Bank of Singapore Limited. All rights reserved.  
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