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FX Themes/Strategy/Trading Ideas — The week ahead

Disappointing US June CPI and retail sales nhumbers dragged the USD (and
UST vyields) lower across G10 on Friday with positive risk appetite levels also
resulting in the AUD outperforming across the board.

On the CFTC front, large non-commercial accounts increased their implied
net short dollar bias in aggregate in the latest week while leveraged
accounts continued to pare their implied net long dollar bias. Meanwhile,
asset managers pared their net implied short dollar bias but such
outstanding positions remained at historically elevated levels not seen since
late 2010. Overall, the community continued to move against the USD in the
latest week, even before Yellen’s mid-week appearances mid-week.

This week, with USD vulnerability still humming in the background and with
no Fed appearances or first tier US data, market attention will likely turn to
the Fed’'s counterparts, including the BOJ and ECB policy meetings on
Thursday. While the BOJ is expected to stick to the script in terms of yield
curve anchoring, markets may continue to search for cues on balance sheet
tapering from the ECB’s Draghi. Elsewhere, RBA meeting minutes are
due on Tuesday (June labor market numbers on Thursday) and resulting
headlines may fuel further interest towards the antipodeans in the event of
any hawkish hints.

Overall, USD weakness is not perceived to be overly saturated as yet with
various currency pairs (G10 as well as USD-Asia) breaching or threatening
to breach year-to-date levels. To this end, the 95.00 support may prove
pivotal for the DXY this week. Thus, the interplay of central bank
dynamics may continue to figure prominently (in the current
environment, against the USD) and if risk appetite remains at sanguine
levels, expect EM/Asia to continue to ride on USD bearishness.

Asian FX

EPFR fund flow data meanwhile demonstrated a slight increase in net
implied inflows into Asian (ex Japan, China) equities but net implied bond
inflows dropped significantly in the latest week. This positive development
corroborates with higher frequency daily readings of net bond/equity inflows
into Asia and may continue to weigh on USD-Asia.

In Asia, Bank Indonesia is expected to stand pat on its policy parameters
also on Thursday and for today, look to China’'s 2Q GDP (0200 GMT) and
June economic releases to set the tone for Asia at the onset of the week.


mailto:ngcyemmanuel@ocbc.com

17 July 2017

Daily FX Outlook

&) ocBcBank

With the USD-CNH and the USD-CNY mid-point providing southward cues
and the FXSI (FX Sentiment Index) continuing to drill deeper into Risk-On
territory, the ACI (Asian Currency Index) is seen sinking further for a 7"
consecutive session today.

SGD NEER: Despite the better than expected June NODX numbers this
morning (+8.2% yoy), the SGD NEER this morning is a touch firmer on the
day at around +0.91% above its perceived parity (1.3821). NEER-implied
USD-SGD thresholds are softer on the day in view of the broad dollar’s
descent, although we’d expect the NEER to continue to bounce the +0.80%
(1.3711) and +1.00% (1.3684) threshold pending broader external cues.
Excessive and accelerated downside in the pair meanwhile may continue to
be tempered with our volatility indicators for the USD-SGD beginning to light

up.
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CFETS RMB Index: Today, the USD-CNY fell more than expected to 6.7562
from 6.7774 last Friday. This however still took the CFETS RMB Index down
to 93.16 from 93.34, with both the daily change in the mid-point and Index
pushing towards (but still within) historical tolerances.

CFETS NEER vs. USD-CNY mid-point
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e EUR-USD Short term implied valuations
continue to attempt to inch higher ahead of the
ECB this week. In the interim, the 1.1500
resistance remains a key area to watch, with this
level unchallenged since May 2016.
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USD-JPY e USD-JPY Despite positive risk appetite
28 improvements, the USD-JPY has instead taken its
237 cue from inherent USD vulnerability on the back of
118 1 yield differential arguments. In the near term
113 therefore, expect upside potential to be blunted, in
108 1 line with its short term implied valuations. Fade
103 upticks towards 113.00/40 in the interim, with risks

o towards the 55-day MA (111.96) instead.
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AUD-USD

e AUD-USD The AUD-USD may continue to be
0781 fueled by a mixture of USD vulnerability and a
076 supportive equity/commodity complex ahead of
074 1 domestic headline risks this week. Meanwhile,
072 | short term implied valuations are also buoyant with
oo | the 0.7850 ceiling now being eyed and 0.7750
0'68 expected to cushion on dips.
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GBP-USD e GBP-USD June CPI readings on Tuesday
157 4 may be scrutinized for potential BOE hawkishness.
921 Elsewhere, firming short term implied valuations for
the GBP-USD provided the necessary lift for the
137 | pair beyond 1.3000 (and then 1.3100) on Friday
132 and the pair may attempt to base build around
ol current levels pending further headline risks.
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USD-CAD
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USD-CAD

Look towards June CPI numbers
on Friday and if USD vulnerability and crude remain
supportive of the loonie, 1.2500 on the downside
may look increasingly fragile. Note that short term
implied valuations for the pair have continued to
slump with the pair continuing to skate near the
lower boundaries of its implied confidence intervals.

USD-Asia VS. Net Capital Flows
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Malaysia
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Security DXY USGG10
DXY 1 -0831
CNY 0927  -0.772
CNH 0919  -0.776
CAD 0898  -0.853
SGD 0.887  -0.685
CCN12Mm 0859  -0.743
CHF 0813  -0.572
THB 0.142 0.411
KRW -0.181 0.645
INR -0.187 0.415
TWD -0.38 0.684
MYR -0.549 0.819
NzD -0.644 0.323
JPY -0.673 0.936
IDR -0.743 0.878
AUD -0.769 0.486
PHP -0.818 0.828
USGG10 -0.831 1
GBP -0.94 0.767
EUR -0.988 0.854

Source: Bloomberg

Source: OCBC Bank
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FX Trade Ideas
Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |23-May-17 S USD-CAD 1.3494 1.2610 1.2935 USD skepticism, sanguine risk
appetite, supported crude
2 |28-Jun-17 B USD-JPY 112.31 114.80 111.05 Yield differential argument
supportive of the USD-JPY
3 [04-Jul-17 B EUR-USD 1.1346 1.1550 1.1240 Draghi's change of stance in lat
June may further fuel the EUR
4 113-Jul-17 B AUD-USD 0.7708 0.7860 0.7630 Vulnerable USD, improving risk
appetite, supportive China data
STRUCTURAL
5 |09-May-17 B GBP-USD 1.2927 1.3500 1.2535 USD skepticism, UK snap elections,
positoning overhang, hawkish
6 |05-Jun-17 2M USD-SGD Put Increasingly endemic USD

Spot ref: 1.3796; Strikes 1.3639;
Exp: 03/08/17; Cost: 0.0.24%

weakness, +ve risk appetite

7 |12-Jul-17

Bullish 2M 1X1.5 EUR-USD Call Spread
Spot ref: 1.1455; Strikes: 1.1492, 1.1724;
Exp: 12/09/17; Cost: 0.46%

ECB transitioning to neutral, Fed
wavering

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S Currency Spot Close Rationale P/L (%)Y
1 |17-May-17 14-Jun-17 B EUR-USD 1.1120 1.1209 Disappointing US data feed, +0.63
reversal of political risk premiums
2 [24-May-17  15-Jun-17 S USD-SGD 1.3899 1.3828 Supporitve Asian portfolio inflow  +0.49
environment, soggy USD
3 |01-Jun-17 22-Jun-17 S USD-JPY 111.00 111.16 Weak broad dollar disposition -0.25
4 |24-Apr-17 22-Jun-17 Bullish 2M 1X2 EUR-USD Call Spread Deflating French risks, USD +1.92*¥
Spot ref: 1.0863; Strikes: 1.0894, 1.1188; skepticism
Exp: 22/06/17; Cost: 0.62%
5 |12-Jun-17  28-Jun-17 S GBP-USD 1.2760 1.2915 UK politicy cuncertainty/limbo -1.13
6 [16-May-17  29-Jun-17 S AUD-USD 0.7407 0.7670 Global reflation plays to continue ~ -3.46
to wobble?
7 108-Jun-17 04-Jul-17 B AUD-USD 0.7550 0.7620 Supportive Aussie GDP and China +0.93

trade numbers, steady risk
appetite

*realized **of notional

Jan-Jun 2017 Return
2016 Return

-13.02]
+6.91)

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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