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FX Themes/Strategy/Trading Ideas — London has fallen

Going ahead, expect uncertainty surrounding the pound (GBP-USD
perforated 1.3000 on Wednesday) may continue to dominate investor’s
screens in the near term. While the yen may benefit from prevailing
uncertainty, investor caution remains compartmentalized for now, with the
AUD still benefitting (but probably blunted by the S&P rating move this
morning) from the search for yield. On the risk appetite front, note that the
FXSI (FX Sentiment Index) ticked higher within Risk Neutral territory on
Wednesday.

Elsewhere, note that the largely neutral/dovish FOMC minutes and
comments from the Fed’s Tarullo on Wednesday (on the heels of guarded
comments from Dudley on Tuesday) countered the better than expected non-
manufacturing ISM reading of 56.5. Overall, the dollar we think remains
disadvantaged after filtering out risk appetite fluctuations.

We see potential for AUD to continue to gain on the USD if Brexit-related
uncertainty remains confined to the European complex in the face for the
search for yield. Potential disappointment towards the FOMC may also
further bolster the AUD-USD. With a spot ref at 0.7528 on Tuesday, we
target 0.7815 and place a stop at 0.7380.

With yield differentials continuing to weigh in favor of a structurally lower
USD-JPY, we think the pair remains structurally under threat. Even if risk
aversion remains under wraps amid the Brexit-related static in the coming
months, a dawning realization that the Fed’s rate trajectory remains in
danger of being put in suspension may continue to pressure the USD-JPY
lower beyond the short term. With a spot ref of 102.58 on Monday, we target
91.85 and place a stop at 107.95.

Asian FX

For as long as risk aversion volatility does not become endemic, the regional
pars are expected to remain top heavy on the vulnerable broad dollar
outlook. As such, the Asian Currency Index (ACI) is poised to continue to
test lower intra-day. On other fronts, watch for foreign reserve numbers out of
China later today with a further monthly decline expected.

This morning, the SGD NEER is still in familiar territory at around +1.00%
above its perceived parity (1.3630). Structurally, markets may continue to
perceive the NEER as being slightly rich, especially in light of the current
economic landscape. Intra-day, expect the USD-SGD to be slightly
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conflicted, with NEER-implied USD-SGD thresholds higher compared to
Tuesday but at the same time, the broad dollar remains under implicit
downward pressure. At current levels, the +1.00% threshold is estimated at
around 1.3495 and +1.50% at 1.3429. On the upside, the 55-day MA
(1.3593) continues to serve as a multi-session cap for now.
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Asian Currency Index

7 SGD NEER % deviation USD-SGD
1 Current 124.67 0.90 1.3503
sz %9 ooz e -

& 8 8 8 8 % 8 8 8% 8 +2.00% 126.03 1.3363
g 8 8 & 8 8 8 & 8 8 Parity 123.56 1.3630
8 8 3 8 8 38 8 8 3 8 -2.00% 121.08 1.3908
Source: OCBC Bank

This morning, the CFETS RMB Index dropped further to 94.25 from 94.42 on
Wednesday, with the USD-CNY mid-point edging slightly lower to 6.6820
from 6.6857 yesterday. The Index’s descent in recent sessions has caught
us partially by surprise but this only underscores our belief that the official
intention to guide the NEER lower remains unabated. To reiterate, we
therefore expect potential for the Index to continue to fall to the 93.00 handle
before a reassessment.

CFETS NEER vs. USD-CNY mid-point
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EUR-USD Negative static about the European banking sector (ltalian
for now) and continued negativity towards EZ macro/inflation prospects (not
least from the Brexit mess) but keep the EUR-USD under downside pressure
in the near term. As such, the pair’s hold on its 200-day MA (1.1094) looks
increasingly tenuous and 1.1020 may attract instead.
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USD-JPY Jawboning from the MOF continues unabated but fairly
widespread investor nervousness may keep the JPY underpinned across the
board. As noted previously, the pair may remain responsive to US yield
dynamics even as the influence of risk aversion fades. At this juncture, USD-
JPY may continue to succumb to gravity with 100.00 the next obvious
junction.

AUD-USD This morning, S&P revised Australia’s sovereign credit
outlook to Negative from Stable dragged the AUD-USD lower through
0.7500. This may see the AUD stall in the immediate term although the 100-
day MA (0.7452) and the 55-day MA (0.7405) are expected to cushion on
near term dips.

GBP-USD Despite the BOE'’s Carney putting on a brave front, negative
news flow surrounding UK property funds is expected to continue to exert
implicit negative pressure on the cable. In the near term, expect investors to
continue to fade upticks with the pair now having surpassed post-Lehman
lows, effectively putting it in (recent) uncharted territory.
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DXY USGG10
DXY 1000 -0.374
CHF 0.879  -0.330
JPY 0537  -0.135
SGD 0339  -0.346
AUD 0.054 0.298
PHP 0042 -0.266
IDR 0155  -0.110
TWD -0.263 0.063
GBP -0.264  -0.275
CAD -0.270 0.095
CNH -0.279 0.107
CNY -0.289 0.208
CCN12M -0.319 0.066
INR 0319 0111
THB 0330  -0.068
KRW -0.339  -0.098
USGG10 -0.374 1.000
MYR -0.377 0.101
NzD -0.465 0.486
EUR -0.949 0.366

Source: Bloomberg
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1M Correlation Matrix
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Immediate technical support and resistance levels
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FX performance: 1-month change agst USD
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing stop  Rationale
TACTICAL
1] 28-Jun-16 S EUR-USD 1.1057 1.0745 1.1215 Brexit uncertainty coupled with
Euroskepticism
2 | 28-Jun-16 S USD-JPY 102.19 97.60  104.50 Potential for further risk aversion
3| 28-Jun-16 S GBP-USD 1.3306 1.2525 1.3700 Epicenter of Brexit concerns
4| 28-Jun-16 B USD-CAD 1.2991  1.3355  1.2805 Concerns over the global
deflationary impact from Brexit
5| 05-Jul-16 B AUD-USD 0.7528 0.7815 0.7380 Search for yield amidst potential
FOMC disappointment
STRUCTURAL
6 18-Feb-16 B EUR-USD 1.1137 1.1825 1.0790 Growing suspicion that the Fed will
hesitate
Potential risk appetite, abating
7| 07-Mar-16 B AUD-USD 0.7412  0.7955 0.7135 global growth concerns, static Fed
expectations
8| 12-Apr-16 B NzD-USD 0.6885  0.7450 0.6600 Recovery in cyclicals, search for
yield
9 14-Jun-16 S USD-SGD 1.3542 1.2815 1.3910 USD expected to disappoint on the
back of the summer FOMCs
10| 04-Jul-16 S USD-JPY 102.58 91.85 107.95 Yield differentials to wiegh on the
pair, esp if Fed hesitates
RECENTLY CLOSED
Inception Close B/S Currency Spot Close Rationale P/L (%)
1| 09-May-16  07-Jun-16 B USD-CAD 1.2929 1.2735 Weak labor market numbers, -1.53
detriorating growth outlook
2| 09-May-16  08-Jun-16 B USD-SGD 1.3623 1.3520 Potential for USD strength ahead of  -0.83
Fed-speak
3 29-Apr-16  08-Jun-16 S AUD-USD 0.7626 0.7490 Negativity post 1Q CPl numbers 1.64
Inconsequential G20, dented FOMC
4| 01-Mar-16  16-Jun-16 S USD-JPY 112.91 105.00 prospects, risk aversion, global +7.18
growth worries
5 14-Jun-16  17-Jun-16 S GBP-USD 1.4153 1.4340 Potential for further downside 130
goinginto EU referendum o
6 17-Jun-16  19-Jun-16 S EUR-USD 1.1232 1.1350 Potential for negative spillover 103
from the UK referendum o
7 10-Jun-16  23-Jun-16 S USD-JPY 107.16 105.50 Potential for USD weakness going 157
+1.
into and post-FOMC
8| 22-Jun-16  24-Jun-16 B AUD-USD 0.7463 0.7335 Prep for relief rally post UK EU 172
referendum o
9| 10-Jun-16  24-Jun-16 S USD-SGD 1.3546 1.3670 SGD remains reactive to potential 0.01
USD vulnerability -
10| 12-Apr-16  27-Jun-16 S USD-CAD 1.2895 1.3025 Stabilizing crude, soft USD, -0.98

sanguine BOC

Source: OCBC Bank
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part
to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for the
subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and
economic trends of the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments.
Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to
ensure that the information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee and we
make no representation as to its accuracy or completeness, and you should not act on it without first independently verifying its contents.
The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate
contained in this report is subject to change without notice. We have not given any consideration to and we have not made any
investigation of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly,
no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the
recipient or any class of persons acting on such information or opinion or estimate. This publication may cover a wide range of topics and
is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial planning.
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice
from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives,
financial situation or particular needs before you make a commitment to purchase the investment product. OCBC and/or its related and
affiliated corporations may at any time make markets in the securities/instruments mentioned in this publication and together with their
respective directors and officers, may have or take positions in the securities/instruments mentioned in this publication and may be
engaged in purchasing or selling the same for themselves or their clients, and may also perform or seek to perform broking and other
investment or securities-related services for the corporations whose securities are mentioned in this publication as well as other parties
generally.
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