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Highlights Ahead 
 

▪ The G7 data is very light today (8 Dec) with Japan’s Eco Watchers survey for Nov and US weekly initial jobless claims 

(Bloomberg est 230,000 from 225,000 last week). G7 focus instead will be on the European Central Bank (ECB) 

speakers including President Lagarde, governing council members de Cos and Villeroy. The ECB's quiet period (which 

was first introduced in 2001 by former President Wim Duisenberg) will start on Thu and extends over the seven days 

till the 15 Dec ECB monetary policy meeting. 

 

▪ During the Asian session this morning, Japan’s 3Q GDP contraction was revised to a smaller -0.8% q/q SAAR 

contraction (from prelim est -1.2%) even as private consumption turned out to be weaker at 0.1% q/q (from prelim est 

0.3%) while business spending growth was steady at 1.5% q/q (unchanged from prelim est). The GDP improvement 

was attributed to a smaller drag from net exports (-0.6%, lower from the prelim est of -0.7%). Japan’s Oct trade deficit 

on a BOP basis worsened to JPY1875.4 bn (from -JPY1,759 bn in Sep) while its BOP current account (CA) balance turned 

into a small deficit of JPY 64.1 bn (from a surplus of JPY 909.3 bn in Sep), the first monthly CA deficit since Jan 2022. 

 

▪ In his televised comments to a meeting of a Kremlin human rights council on Wed (7 Dec), Russian President Vladimir 

Putin called Russia’s nuclear arsenal a “deterrent factor” in conflicts, warning that the threat of nuclear war in the 

world is rising and blamed the US and its allies for making nuclear threats. Putin reiterated that Russia will defend 

itself and its allies “with all the means we have if necessary.” He also declined to back a call by a member of the rights 

council to state publicly that Russia would never use the weapons first, saying “If you don’t use them first, that means 

you don’t use them second, either.” 

 

▪ China announced 10 new measures for dealing with COVID-19 on Wed, making it the biggest shift away from its 

restrictive zero-COVID strategy that the country has maintained since the start of the pandemic.  The measures include 

a reduction of mass testing frequency and scale, home isolation for asymptomatic and mild COVID cases and a ramp 

up of vaccination for the elderly. 

 

▪ The Asia data calendar is light today, expecting only consumer confidence from Thailand and Indonesia. 
 
 

Central Bank Outlook 
 

▪ The Bank of Canada (BOC) at its last monetary policy decision of 2022 on Wed (7 Dec) raised its benchmark overnight 

interest rate by 50 bps to 4.25%, the highest level in almost 15 years, but it also signaled its historic tightening 

campaign was near an end, after having raised rates at a unprecedented pace of 400 bps in 9 months. At 4.25%, the 

policy rate now matched the level last seen in Jan 2008. The BOC attributed the latest round of tightening to still-

strong growth and tight labour market conditions, but it removed the forward guidance it has used since it began to 

hike rates in Mar (2022), dropping the statement that it would have to rise further.  

 

▪ Instead, the BOC statement said "Looking ahead, Governing Council will be considering whether the policy interest 

rate needs to rise further to bring supply and demand back into balance and return inflation to target." And while it 

noted that Oct inflation at 6.9% y/y “is still too high”, it added that three-month rates of change in core inflation have 
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declined and indicate "prices pressures may be losing momentum". It also provided a more bearish outlook on growth 

saying that data supported its Oct (2022) forecast that growth would stall through the middle of next year. 

 

▪ Elsewhere on Wed, the central bank of Poland left its benchmark policy rate unchanged at 6.75% as forecast, 

reinforcing the sense that the next move may be a cut. Similarly, the Brazilian central bank stayed on hold at as well, 

keeping the Selic rate at 13.75%. 

 

▪ European Central Bank (ECB) governing council member Kazimir said Nov’s inflation slowdown to 10% is welcome but 

it is too early to declare the worst of inflation is over. He still sees many reasons to continue in the set pace of policy 

tightening. 

 

▪ The Reserve Bank of India (RBI) hiked its repo rate by 35 bps to 6.25% as widely expected and signaled at least one 

more hike ahead. 

 
 

FX 
 

▪ The US dollar weakened broadly against the major currencies on Wed (07 Dec) as recession fears grew. The US Dollar 

index (DXY) fell by 0.45% to 105.100 (from the previous session’s close of 105.578).  

 

▪ The Japanese yen strengthened on safe haven flows as the USD/JPY pair traded to an intraday low of 136.22 before 

ending the day at 136.62 (from 137.00). The pound also appreciated as the GBP/USD pair went to as high as 1.2235, 

before settling at 1.2203 (up from 1.2133). The EUR/USD also made gains and closed the NY session above the 1.05 

level at 1.0506 (from 1.0467).  

 

▪ The Australian and New Zealand dollar also rose against the US dollar in tandem with the majors as the AUD/USD 

closed higher at 0.6725 (from 0.6688), while the NZD/USD closed higher to 0.6355 (from 0.6323). 

 

▪ Asia currencies closed mixed on Wed. The CNY gained 0.4% to 6.97 /USD after the government took a major step 

toward abandoning its zero COVID strategy. The PHP outperformed Asian peers and jumped 0.9% to 55.47 /USD as 

Philippines’ unemployment rate improved in Oct and foreign buying of local stocks. Buying interest in the SGD saw the 

currency rebound (+0.3%) for the first time in three days to 1.3554 /USD. The MYR and IDR each fell about 0.1% against 

the USD on quiet trade. 

 

▪ Overall, the Asia Dollar Index (ADXY) rose 0.2% to 100.24. 

 

 

Equities 

 

▪ Major US stock indices mostly extended the losses on Wed as higher Fed interest rates continued to worry investors 

of an impending US recession while the nuclear comments from Russian President Putin added to concerns. The S&P 

500 index fell by 0.19% to close lower at 3,933.92 while the NASDAQ again fared the worst among the three major 

indices and ended the session 0.51% lower at 10,958.55. The Dow Jones Industrial Average (DJIA) bucked the declining 

trend and craved out a marginal gain of 1.58 points (0.0%) to close at 33,597.92. The CBOE volatility Index (VIX) or 

“fear index” extended its climb to settle at 22.68 (from 22.17 previously). 

 

▪ Asian bourses ended mostly lower on Wed as investors turned wary that the latest relaxation of COVID-19 curbs in 

China may lead to a surge of infections. Losses were led by Hang Seng which erased a 1.5% intraday gain to finish 

3.2% lower. SHCOMP also pared earlier gains to close 0.4% lower. Other North Asia indexes such as the KOSPI and 

TAIEX slumped less than 1%.  The STI also fell (-0.8%) for a second day to close at 3,225, nearing its key support at 

3,220. 
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US Treasuries/Bonds 

 

▪ The US Treasury saw significant price gains and yields fell steeply across the curve on recession fears on Wed. The 

10-year UST yield closed the session lower by 11.5bps at 3.417%, while the 2-year UST yield fell by 11bps to 4.256%. 

The 5-year UST yield fell by 12.8bps to 3.624% and the 30-year UST bond yield was down by 11bps to 3.432%, a 3-

month low. As a result, the 2-year and 10-year yield spread inversion worsened slightly (by -0.6bps) to -83.8bps. 

 

▪ It was a mixed bag for Asia government bonds midweek. China’s 10-year yield turned lower from a one-year high of 

2.958% to close at 2.906%. The 10-year SGS yield turned lower towards recent lows at 2.95% on safe haven flows. 

Underperformance was led by Indonesia govies in which the 10-yield rose 7.4 bps to 6.958%, capping a third day of 

advance. 

 

 

Commodities 
 

▪ Crude oil prices fell further on Wed for its 4th consecutive loss despite the US government data showed US domestic 

supplies of crude oil fell by 5.19 million barrels last week, the fourth consecutive week of declines. Instead, oil investors 

continued to worry about the likelihood of further Fed interest-rate increases causing a recession. The London Brent 

oil future closed lower by US$2.18 (-2.7%) to US$77.17/bbl, while the NY WTI ended the session lower by US$2.24 (-

3.0%) to US$72.56/bbl. 

 

▪ Gold price rebounded for the second session in a row on Wed helped by the further pullback in UST yields and a 

broadly weaker US dollar. It ended higher by US$15.23 (0.85%) to US$1,786.27 per troy ounce. 

 

 

Economic News & Data 
 

▪ Australia’s 3Q 2022 GDP grew by 0.6% q/q, 5.9% y/y (a tad below Bloomberg est 0.7% q/q, 6.2% y/y, as well as UOB’s 

est 6.1% y/y) while 2Q’s growth was revised lower to 3.2% y/ (from previous reading of 3.6% y/y). The key driver for 

3Q’s growth was consumption spending, of which household spending grew by 1.1% q/q (contributing to 0.6ppt to the 

3Q’s sequential increase), boosted by a further recovery in travel following the reopening of its international borders. 

However, a Bloomberg analysis piece was less optimistic about the growth outlook as it sees “the recovery slowing 

further this quarter and into 2023, as higher rates squeeze household demand, damping the impacts of wage growth 

and rebounding immigration. Accumulating evidence of softening demand and rising supply should see the Reserve 

Bank of Australia pause rates early next year.” 

 

▪ Japan’s prelim Oct leading index rose more than expected to 99.0 (versus Bloomberg est 98.3, up from a revised 98.2 

in Sep),  

 

▪ German Oct industrial production contracted less than expected, at -0.1% m/m, 0.0% y/y (much better than Bloomberg 

est -0.6% m/m, -0.7% y/y, but still down from a revised 1.1% m/m, 3.1% y/y in Sep),  

 

▪ Eurozone’s final 3Q GDP provided a small surprise as it was revised higher to 0.3% q/q, 2.3% y/y (up from the prelim 

estimates of 2.1% y/y, 0.2% m/m) 

 

▪ US 3Q final nonfarm productivity growth was revised higher to 0.8% (higher than est 0.6%, and also above the prelim 

est of 0.3%) after two quarters of sharp declines. As a result of the better productivity gains, the US 3Q unit labor cost 

was revised lower to 2.4% (versus est 3.1%, and lower from prelim est of 3.5%). 

 

▪ US Oct consumer credit rose to US$27.078 bn (missing est of US$28 bn but higher from US$25.816 bn in Sep). 
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▪ German police have arrested 25 people in raids across Germany on suspicion of plotting to overthrow the German 

government. According to BBC report, the group of far-right and ex-military figures are said to have prepared for a 

"Day X" to storm the Reichstag parliament building and seize power, and that a man named as Heinrich XIII, from an 

old aristocratic family, is alleged to be the main person central to the plot. 

 

▪ China’s exports and imports both contracted more than expected in Nov, at -8.7% y/y and -10.6% y/y respectively as 

more lockdowns due to surging COVID cases disrupted production and sapped demand while external demand 

weakened further. For more info, pls refer to Macro Note here.  

 

▪ China’s Politburo said it will seek to “push for overall improvement of the economy” next year by focusing on the quality 

of growth and keeping the pace of expansion reasonable. It also pledged to keep fiscal policy active and monetary 

tools targeted and “forceful.” 

 

▪ Indonesia’s foreign exchange reserves increased by circa USD4bn to USD134bn in Nov 2022. The latest reserve level 

was equivalent to finance 5.9 months of import or 5.8 months of imports and servicing the government’s external debt, 

well above the international adequacy standard of 3 months of imports. For more info, pls refer to Macro Note here. 

 

  

https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_221207A.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MN_221207.pdf
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Disclaimer 

 

This publication is strictly for informational purposes only and shall not be transmitted, disclosed, copied or relied upon by any person for 

whatever purpose, and is also not intended for distribution to, or use by, any person in any country where such distribution or use would 

be contrary to its laws or regulations. This publication is not an offer, recommendation, solicitation or advice to buy or sell any investment 

product/securities/instruments. Nothing in this publication constitutes accounting, legal, regulatory, tax, financial or other advice. Please 

consult your own professional advisors about the suitability of any investment product/securities/ instruments for your investment 

objectives, financial situation and particular needs. 

 

The information contained in this publication is based on certain assumptions and analysis of publicly available information and reflects 

prevailing conditions as of the date of the publication. Any opinions, projections and other forward-looking statements regarding future 

events or performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and may differ 

from actual events or results. The views expressed within this publication are solely those of the author’s and are independent of the 

actual trading positions of United Overseas Bank Limited, its subsidiaries, affiliates, directors, officers and employees (“UOB Group”). 

Views expressed reflect the author’s judgment as at the date of this publication and are subject to change. 

 

UOB Group may have positions or other interests in, and may effect transactions in the securities/instruments mentioned in the publication. 

UOB Group may have also issued other reports, publications or documents expressing views which are different from those stated in this 

publication. Although every reasonable care has been taken to ensure the accuracy, completeness and objectivity of the information 

contained in this publication, UOB Group makes no representation or warranty, whether express or implied, as to its accuracy, 

completeness and objectivity and accept no responsibility or liability relating to any losses or damages howsoever suffered by any person 

arising from any reliance on the views expressed or information in this publication. 

 


