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Oil

Shipping activity - and, by extension, oil flows - through the
Strait of Hormuz has recovered following the US-Iran
memorandum of understanding . Vessel transits have
rebounded to around 30% of normal levels, although the pace
of recovery slowed after a container ship incident off the coast
of Oman on 25 June. Much of the increase in traffic appears to
reflect the release of floating storage that had previously been
stranded in the Gulf. Meanwhile, weaker inbound traffic
suggests shipowners remain cautious, implying that flows could
moderate once the backlog of cargo has been cleared .

Expectations of a normalisation in oil flow have swiftly pushed
crude prices back to pre-conflict levels, reviving the oversupply
narrative. Physical market indicators also remain soft. Dated
Brent continues to trade at a discount to futures prices, while
the front end of the Brent curve has flattened . These signals
point to a relatively loose near-term market, even as balances
further along the curve remain tighter.
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Against  this backdrop,  we  lower  our end -2026 Brent forecast  to 
US$75/barrel  from US$80/barrel  and  modestly  reduce  our 2027 
outlook . Nevertheless,  we  expect  the pace  of further price  
declines  to be  limited,  as markets  may  be  overly  optimistic  
about  both  the speed  and  durability  of the supply  recovery . De-
mining  operations  in the Strait of Hormuz  remain  a key  
operational  risk for shippers,  while  investors  may  also  be  
underestimating  the risk of renewed  disruptions  if the US– Iran 
ceasefire  proves  less  durable  than currently  assumed .

In addition,  strong  US exports  and  weak  Chinese  imports  helped  
contain  the initial price  spike  but did  so  at the cost  of lower  
inventories . As inventories  are rebuilt, restocking  demand  from 
both  economies  should  help  absorb  returning  Middle  East 
supplies  and  provide  a degree  of support  to prices,  even  as the 
market adjusts  to improved  supply  conditions .

Precious  metals

Gold

Gold  came  under  renewed  pressure  in June  as the macro  
backdrop  turned  less  supportive . Real  yields  moved  higher,  the 
US Dollar  (USD)  strengthened,  and  Fed  expectations  shifted  in a 
more  hawkish  direction . At the same  time, ETF inflows  eased  
following  the strong  buying  seen  earlier  in the year . Together,  
these  factors  have  made  rallies more  difficult  to sustain, even  
though  the medium -term investment  case  for gold  remains  
intact.

In the near term, gold  is likely to require  at least one  of three 
catalysts  to regain  momentum : lower  real yields,  a weaker  USD, 
or a clearer  unwinding  of hawkish  Fed  expectations . Absent  
these  developments,  price  action  could  remain  choppy,  with a 
period  of consolidation  below  recent  highs  remaining  a distinct  
possibility .



That said,  we  are not turning  structurally  bearish  on  gold . 
Ongoing  central -bank  reserve  diversification,  concerns  over  
fiscal  sustainability,  geopolitical  uncertainty,  and  continued  
demand  for portfolio  hedges  should  provide  an important  
medium -term anchor  for prices . However,  these  supportive  
factors  may  not fully insulate  gold  from further valuation  
adjustments  if real yields  and  the USD remain  elevated .

We have  revised  our gold  price  forecasts  lower  to reflect  the 
more  challenging  near-term macro  environment,  while  retaining  
an expectation  of gradual  gains  over  the medium  term.

Silver  

Silver  also  softened  as the same  macro  headwinds  facing  gold,  
weighed  more  heavily  on  its higher -beta  profile . Rising  real 
yields,  a stronger  USD, weaker  momentum  in gold,  and  slower  
ETF inflows  have  reduced  the marginal  support  that helped  drive  
earlier  gains .

The  medium -term supply -deficit  story  remains  intact, 
underpinned  by  demand  from solar  power,  electrification,  
electronics,  and  the broader  energy  transition. However,  the 
market appears  less  willing  to reward  these  structural positives  
while  the macro  backdrop  remains  challenging . Silver's  greater  
industrial  exposure  and  more  volatile  investor  base  also  mean  
that price  corrections  can  be  more  pronounced  when  risk 
sentiment  deteriorates  or investor  demand  weakens .

In the near  term, silver is likely to retain a softer  bias  until gold  
stabilises , real yields  begin  to ease,  or ETF demand  shows  
clearer  signs  of recovery . Until then, macro  factors  are likely to 
continue  dominating  the narrative  over  longer -term 
fundamentals .

We have  revised  our silver price  forecasts  lower  to reflect  this 
less  favourable  tactical  environment,  while  continuing  to expect  
a gradual  recovery  once  macro  conditions  become  more  
supportive .



Currency  

US  Dollar  (USD)

Brent has retraced  to pre-Iran conflict  levels,  reviving  the pre-war  
oversupply  narrative. Despite  the deterioration  in terms of trade  
from lower  oil prices,  the USD has strengthened . Support  for the 
dollar  has shifted  from elevated  oil prices  to a more  hawkish  Fed  
and  a flatter yield  curve . With the Fed  back  in focus,  the USD is 
realigning  with interest rate differentials  after the temporary  
dislocation  caused  by  the energy  shock .

Rising  hawkish  Fed  risks have  led  us to shift our outlook  from a 
rangebound  USD to one  of modest  appreciation . At the same  
time, strong  AI-driven  equity  performance  is attracting  capital  
back  into US markets . We now  forecast  2–3% USD appreciation  
by  end -2026, revising  our end -2026 EURUSD  target  to 1.11 (from 
1.18) and  USDJPY  to 163 (from 155).

A move  beyond  5% remains  a tail risk and  would  likely require  
either oil prices  rising  above  US$100/barrel  or a re-acceleration  
of US growth  rather than the soft-landing  scenario  currently  
expected . Carry  trades  should  remain  attractive  as long  as risk 
sentiment  stays  supportive,  although  funding  currency  selection  
will be  increasingly  important .

Japanese  Yen (JPY)

Intervention  risk is likely to limit USDJPY  upside  relative  to other  
USD pairs, particularly  in a stronger -dollar  environment . 
Following  approximately  US$74bn  of intervention  between  April  
and  May, Japan's  Ministry of Finance  data  show  that the country  
still holds  around  US$1.3trn in FX reserves,  highlighting  its 
substantial  capacity  to intervene  if needed . That said,  
intervention  threats alone  are unlikely  to generate  a sustained  
decline  in the USDJPY.



The  relationship  between  USDJPY  and  the US-Japan  interest rate 
differential  has weakened  in recent  years . Higher  Japanese  
yields  have  not translated  into a stronger  yen,  as rising  JPY rates 
largely  reflect  an inflation risk premium  driven  by  fiscal  concerns  
and  perceptions  that monetary  policy  remains  behind  the curve . 
As a result, Japan's  real yields  remain  insufficiently  attractive  
relative  to rising  US real yields .

We would  need  to see  the BOJ  tighten  policy  beyond  what  is 
already  priced  into markets  before  becoming  more  constructive  
on  the yen . Until then, yield  differentials  and  relative  real-rate 
dynamics  are likely to continue  favouring  the USDJPY, even  if 
intervention  risk acts  as a constraint  on  further upside .

Asia  ex -Japan  (AXJ)  currencies  

The  backdrop  for AXJ  currencies  in 2H2026 remains  cautious . 
Hawkish  Fed  rhetoric  and  periods  of USD strength  are likely to 
keep  regional  currencies  on  the defensive  in the near  term. The  
decline  in oil prices  to below  US$80/barrel  is supportive,  
particularly  for net oil importers,  but it does  not fully alleviate  
underlying  pressures .

Market sentiment  is also  likely to remain  somewhat  fragile,  with 
geopolitical  flare-ups  posing  a key  risk that could  quickly  reverse  
the recent  improvement  in the oil outlook . Against  this 
backdrop,  we  do  not view  the outlook  for AXJ  currencies  as 
uniformly  bearish,  but neither  do  we  believe  the region  is fully 
out of the woods .

Performance  across  Asian  currencies  is likely to remain  highly  
differentiated,  reflecting  varying  degrees  of sensitivity  to oil 
prices,  differences  in external  balances  and  domestic  policy  
credibility,  as well  as the extent  of equity -flow  support  and  
exposure  to USD and  interest-rate dynamics .



Renminbi  (RMB)

The  offshore  Chinese  yuan  (CNH)  is likely to remain  guided  by  
the PBOC’s  fixing  bias,  with policymakers  still appearing  
comfortable  with a gradual  pace  of RMB appreciation . In the 
near term, however,  the CNH  may  have  lost some  of its earlier  
appreciation  momentum,  with USDCNH  rebounding  toward  the 
6.80 area as renewed  USD strength  and  hawkish  Fed  repricing  
weigh  on regional  currencies .

We view  this as a short-term adjustment  to broader  market 
dynamics  and  an effort to moderate  the pace  of appreciation,  
rather than a reversal  of the underlying  trend. Nonetheless,  if 
China’s  growth  momentum  continues  to soften,  investors  may  
increasingly  question  whether  the RMB’s relative  
outperformance  remains  fundamentally  justified . In that scenario,  
maintaining  RMB strength  could  become  more  challenging,  
particularly  if domestic  economic  concerns  begin  to outweigh  
external  drivers .

Singapore  Dollar  (SGD)

The  SGD  should  continue  to outperform  many  regional  peers,  
supported  by  its lower -beta  characteristics  and  the MAS's 
relatively  tighter  policy  stance . That said,  it is not insulated  from 
broader  USD strength,  rising  US Treasury  yields,  or weaker  
regional  risk sentiment . As such,  there may  be  scope  for USDSGD  
to move  higher  in the near  term if the USD remains  firm and  US 
yields  continue  to rise.

The  upcoming  MAS policy  decision  later this month  will be  a key  
focus . We see  room  for the MAS  to remain  on  hold . Core  CPI  
readings  for April  and  May came  in softer  than expected,  while  
the sharp  decline  in energy  prices  has further eased  inflationary  
pressures . In addition,  the pre-emptive  tightening  undertaken  in 
April  may  already  be  sufficient  to keep  inflation on a moderating  
path, reducing  the need  for further policy  action  unless  price  
pressures  re-accelerate  materially.



Malaysian  Ringgit  (MYR)

We have  turned  neutral to slightly  cautious  on  the MYR. While  
the macroeconomic  story  remains  intact, much  of the earlier  
fundamental  re-rating  now  appears  to be  reflected  in valuations . 
Domestic  political  developments,  including  state election -
related  noise,  could  introduce  a modest  risk premium  in the near  
term. At the same  time, the MYR is not immune  to a stronger  
USD and  a higher -for-longer  US rate environment .

That said,  downside  risks should  be  partly  mitigated  by  Bank 
Negara  Malaysia’s  efforts  to encourage  currency  inflows  and  
support  onshore  market liquidity . These  measures  should  help  
cushion  the MYR against  bouts  of external  volatility, even  as 
global  factors  remain  the primary  driver  of near-term price  
action .
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