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Ask the market
Which way is the market heading? We asked them...

Emerging Market Traders Association (EMTA) meetings in
Singapore and HK
For the second year running, I have moderated the sell-side panel of strategists and economists at
the Emerging Market Traders Association meetings in Singapore (5 Oct) and Hong Kong (8 Oct). 

For the first time, we used a nifty little online survey tool to judge the mood of the audience.
Questions were few and very simple. The chart above shows the Singapore answer to the question,
on a 12-month horizon, "What is the outlook for Emerging markets?" There were 38% more bears
than bulls. in Hong Kong, the ratio was only slightly more bearish, at 40% on a slightly smaller
sample. 

We'll write up these results more fully later. But the other question, pertinent a day after Mike
Pompeo has had a difficult set of conversations in Beijing was whether there would be a resolution
to the US-China trade war over the same time horizon. Here, the mood was even less upbeat, with
55% of the respondents saying "No". 

Judging by yesterday's price action in terms of the CNY, and other Asian currencies, including of
course Indonesia's Rupiah, and Indian Rupee, the mood of the conference audience seems spot
on. 
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China, manipulator or not?
It isn't credibly possible to assert that the Chinese authorities run a clean float on their currency.
They wouldn't claim that themselves. But does that make them manipulators? Well, it all depends.
In any sensible economic test of manipulation, there would need to be some evidence that the
CNY was being held artificially away from levels to which it would revert if allowed a free float. That
might include extended periods away from a fundamentally calculated fair value, or evidence of
systematic central bank intervention with the intention of maintaining an "unfair" competitive
edge over trading rivals. Neither is true of China. If the currency were free to float right now, it
would probably hurtle higher (depreciate) against the dollar. Recent FX reserve data indicate that
the PBOC in all likelihood had to intervene to limit CNY weakness, not to generate it. 

But then threats by the US of currency manipulation don't have to be anchored in solid analysis. At
the end of the day, if the political will is to label China a currency manipulator, this is what the US
Treasury will do, opening up the possibility of still more tariffs. 

Day ahead - quiet
There is very little happening in Asia Macro space today. What we do have though in the G-7 arena
is the US NFIB Survey. As a barometer of the health of the US domestic economy, and any
emerging price pressures, this is a mine of useful data, and will be well worth ploughing through.
Although it is far too early to do so now, next year, this is where we may see the signs of fiscal
momentum fading the soonest. Add it to your list of useful data points if it is not already there.   
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