November FOMC Minutes
Asia Overview — EM Asian currencies were mixed versus the dollar during Wednesday’s
Asian session. The SGD and JPY dropped 0.2% each despite a 3bp fall in the 10Y UST
yield.
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The CNY was little changed while the CNH declined 0.1%. USD/CNH will likely trade
around the 6.40 level at the moment. A State Council executive meeting chaired by
Premier Li Keqiang said on Wednesday that China will refine the management of specialpurpose local government bonds. China’s Vice Premier Liu He called for stabilizing house
prices while sticking with curbs on speculation as a property market slowdown continues
to take a toll on the economy, reiterating the slogan of "houses are for living in, not for
speculation." Moody's said that China's continued economic recovery from the pandemic
underpins the stable outlook for Chinese corporates in 2022, despite emerging risks from
policy transition, increasing regulatory uncertainties and tightened funding access. The
KRW rallied 0.3%. USD/KRW will likely slide towards the 1,160 level when approaching the
month end. South Korea's terms of trade fell for the seventh consecutive month in
October, down 6.7% yoy to 91.26 last month. South Korea has agree to join the US and
other nations in a coordinated release from state oil reserves to ease a sudden hike in
crude prices. The TWD inched up amid equity inflows. USD/TWD will likely hover around
the 27.8 level at this stage. Taiwan’s broad money supply M2 increased 8.45% yoy in
October after growing 8.69% in September. New Taipei, Taoyuan, Taichung, Kaohsiung
and Hsinchu cities plan to raise property tax for those who own houses they don’t occupy.
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Overview
•

The Fed releases the minutes of its
November 2-3 meeting, saying that "the
Committee should be prepared to
adjust the pace of asset purchases and
raise the target range for the federal
funds rate sooner than participants
currently

anticipated

if

inflation

continued to run higher than levels
consistent

with

the

Committee's

objectives"
•

The BoK is expected to raise its policy
rate by 25bp to 1.00% on Thursday
morning to curb inflation and control
inflation expectations

•

We maintain our short USD/KRW spot
position on expectations for the won to
rally in the upcoming holiday season as
in previous years

Fed Rate Hikes Priced in June, July, September
and December 2022 Fed Funds Futures

The INR edged up. USD/INR will likely consolidate around the 74.5 level for now. India is
said to tweak taxes in budget for bond-index inclusion. The Economic Times reported on
Wednesday that the RBI is said to have informally aimed a benchmark level of 11.50 for
CNY/INR and "any drop from this would trigger intervention in the local market," citing
people familiar with the matter. A panel of state finance ministers will consider
restructuring India’s GST slabs to raise an extra INR 3tn in revenues annually. The IDR
closed flat. USD/IDR is likely to trade between 14,200 and 14,300 at present. Indonesian
President Joko Widodo reiterated that he plans to stop all raw commodities exports,
when speaking at BI annual meeting on Wednesday. BI Governor Perry Warjiyo said at the
same meeting that the central bank will start reining in loose banking liquidity gradually
and "very carefully" so the move won’t disrupt financing for development. He also said
that the BI will ensure the yield differential between Indonesia’s bonds and US Treasuries
remains attractive, while seeking to stabilize the rupiah in line with its fundamentals.
Indonesia has administered at least one vaccine dose to half its population. The MYR
weakened 0.3%. USD/MYR is likely to consolidate around the 4.20 level at present, with
stabilizing oil prices. Reuters cited a WSJ article as saying that top oil producers Saudi
Arabia and Russia are considering a move to pause their planned oil production increases.
The PHP advanced 0.5%. USD/PHP is likely to fluctuate between 50 and 51 for now. The
BSP awarded all of PHP 500bn term deposits offered at its weekly auction on Wednesday.
The BSP has included digital banks as eligible participants for its monetary operations
such as reverse repo agreements and term deposits, according to a circular signed
November 23. The THB fell 0.7%. USD/THB is likely to trade between 32.5 and 33.5 for
now. Thailand’s monetary and fiscal policy committee approves raising the ratio of
government borrowing to fund the federal budget to 35% of the outlay from 30%. BoT
Governor Sethaput Suthiwartnarueput said on Wednesday that Thailand’s economy and
financial markets can withstand risks stemming from higher global interest rates as local
companies rely more on bank loans for their funding needs than on bonds.
Regional equity indices diverged on Wednesday. China’s SHCOMP index increased 0.10%
amid USD 8.0mn of equity inflows, while India’s NIFTY50 index dropped 0.50%. South
Korea’s KOSPI index declined 0.10% despite USD 336.7mn of stock inflows. In the
meantime, Taiwan’s TWSE index fell 0.13% although global funds added to their holdings
in local main board shares by USD 16.1mn on Wednesday. Malaysia’s KLCI index ended
0.04% lower. However, Thailand’s SET index and Indonesia’s JCI index closed up 0.21%
and 0.08% respectively.
EM Asia • The Fed released the minutes of its November 2-3 meeting, saying that "the
Committee should be prepared to adjust the pace of asset purchases and raise the target
range for the federal funds rate sooner than participants currently anticipated if inflation
continued to run higher than levels consistent with the Committee's objectives."

Source: Bloomberg & Scotiabank FICC Strategy
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In addition, four top Fed officials have commented on speeding up the Fed’s tapering
of its bond purchases in the months ahead. Kindly note, San Francisco Fed President
Mary Daly has been seen as one of the more dovish members of the US central bank’s
Federal Open Market Committee.

•

San Francisco Fed President Mary Daly said in a Yahoo! Finance interview published
Wednesday that she is open to supporting a faster tapering of bond purchases, if
economic trends continue, adding that she wants to get a look at two important data
points that are the November jobs report and November CPI inflation reading before
making a final decision ahead of the Fed’s next policy meeting on December 14-15.

•

Atlanta Fed President Raphael Bostic said on Monday that the central bank may need
to speed up its removal of monetary stimulus in response to strong employment gains
and surging inflation, allowing for an earlier-than-planned increase in interest rates.

•

Fed Vice Chairman Richard Clarida and Fed Governor Christopher Waller said last
Friday (November 19) that the US central bank may need to consider speeding up the
reduction in its bond-buying program amid strong economic growth and rising
inflation.

The November FOMC minutes have further fueled market expectations for a faster
tapering and an earlier rate hike to be delivered by the US central bank, boosting
the DXY Index overnight.

Fed Tapering Path — Original
$15bn Per Month, Starting Mid-November 2021

Source: Scotiabank FICC Strategy

Fed Tapering Path — Expedited (Possibly)
$30bn Per Month, Starting Mid-January 2022

At the November FOMC meeting, the Fed decided to reduce its asset purchases at a
pace of USD 15bn per month to bring down the total purchases to USD 105bn from
mid-November to mid-December. "Because the Open Market Desk would be
releasing two monthly purchase schedules between the November and December
FOMC meetings," the Fed also decided at the November gathering to slow the pace
by another 15bn per month to the total purchases of USD 90bn from mid-December
to mid-January.
Going forward, the US central bank may decide at the December FOMC meeting to
speed up the tapering to USD 30bn per month starting mid-January. It means that
the Fed will be buying assets until mid-March, paving the way for the US central
bank to deliver a 25bp rate hike in the second quarter of 2022.

Source: Scotiabank FICC Strategy

South Korea CPI Inflation

As of writing, Fed Funds Futures are pricing in a 7bp, 17bp, 27bp, 36bp, 50bp, 56bp
and 70bp of rate rise respectively by March, May, June, July, September, November
and December 2022. It suggests the Fed’s faster tapering and sooner rate hikes
have been priced in the rates market to a large extent, which has sent the 10Y UST
breakeven interest rate lower and tends to flatten the 2-10Y UST yield curve —
lifting the 2Y UST yield while dragging down the 10Y part of the curve.
The DXY Index is likely to trade between 96 and 98 in the foreseeable future, with
the Fed ready to implement appropriate policy adjustments. Technically, the DXY
Index has been overbought according to the RSI Index, raising odds of corrections
in the near future. Meanwhile, we reckon a steady Chinese yuan could provide a
buffer to EM Asian currencies at this stage.
Separately, the BoK is expected to raise its policy rate by 25bp to 1.00% on Thursday
morning to curb inflation and control inflation expectations. South Korea’s CPI
inflation is expected to remained elevated for the rest of the year considering the
base effect.

Source: Bloomberg & Scotiabank FICC Strategy

South Korea Exports, Imports and Trade Balance

South Korean exporters’ dollar-selling will likely impose downward pressure on USD/
KRW spot when approaching the month end. According to the nation’s early trade
data, its exports (the global economic canary in the coalmine) and imports during the
first 20 days of November surged 27.6% yoy and 41.9% yoy respectively, with daily
average exports growing 23.7% yoy.
We maintain our short USD/KRW spot position on expectations for the won to rally
in the upcoming holiday season as in previous years.
Source: Bloomberg & Scotiabank FICC Strategy
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