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US Dollar Index

e The dollar index hovered below 95, mainly due to stronger Euro and the
decline of US treasury yield. On the one hand, Euro rebounded due to
easing German political uncertainties and talks some unnamed ECB
members are uneasy that a rate hike in September or October 2019 is
underpriced. On the other hand, the broad dollar has pulled back amid the
retreat of US treasury yield on trade war concerns. Meanwhile, the pause of
RMB depreciation also capped the upside for the dollar index. The progress
of US-China trade war as well as June’s non-farm payroll reports, due
tomorrow, will be closely monitored.
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USD-CNH

e RMB recouped some losses on the back of comments from PBoC officials.
The PBOC Governor Yi Gang has stated that the recent volatility of FX
market has mainly been driven by broad dollar strength and external
uncertainties. The USDCNY may find strong resistance at 6.7 in the coming
sessions. However, PBoC is likely to be less interventionist though it will
continue to keep excessive volatility in check. The lack of urgency for
excessive intervention indicates the near-term outlook of RMB will still
depend on the US dollar movement as well as progress of US-China trade
war. Should both sides cool down, the pressure for RMB to weaken may be
alleviated. Market shall also closely monitor the movement of RMB index.
Should RMB index fall to 94 level from today’s 95.34 in the near term, we
think China may re-launch its counter cyclical factor to slow down the pace
of depreciation.

EUR-USD

e The easing political uncertainty in Germany has fueled the rally of the EUR.
Besides, Eurozone’s CPI rose 2% yoy in June, the strongest since Feb
2017. May PPI also beat market expectations and was up 3% yoy.
Furthermore, some unnamed ECB members are reported to be reluctant to
leave a rate hike till end-19 and are instead eyeing September or October
2019. As such, the EUR erased losses against the USD. However, until we
see firmer data-prints or a shift in market attention away from the interest
rate trajectory in 2019, any upside for the EUR would be limited.
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GBP-USD

MPC member Saunders’ hawkish statement lent some support to the Pound.
UK composite PMI and services PMI rose to 55.2 and 55.1 respectively, the
highest since last October. Rosy data also buoyed the Pound. Nevertheless,
given deceleration of UK CPI growth, the BOE is expected to deliver only
one rate hike this year. This may cap the upside for the Pound. Elsewhere, it
is reported that a formal Brexit policy proposal will be released next week.
However, any news related to Brexit appeared to have very short-lived
impact on the Pound.

USD-JPY

The JPY has been trading in a tight range amid the safe-haven demand and
yield differential argument. As US-China trade conflict has not yet eased,
risk-off sentiment has supported the JPY. Nevertheless, the upside for the
JPY may be capped due to a widening policy divergence between the
hawkish FED and the dovish BOJ. Watch out for the progress of US-China
trade war.

USD-CAD

Rate hike expectations and oil price rally have underpinned the CAD. Firstly,
Canada’s GDP grew at a faster pace than expected in April. Given rosy
economic data and the relatively hawkish tone of the BOC’s Governor,
market has been pricing in over 80% probability of rate hike in July. We will
keep a closer eye on the BOC policy meeting on July 11. Secondly, though
market fret that Saudi Arabia will increase oil supply, the reduced oll
inventory in the US allowed WTI to consolidate above USD70/barrel. This
also supports the CAD. Nevertheless, with uncertainty looming over US-
Canada trade relationship, upside for the CAD may be limited in the near
term.

AUD-USD

As the RBA is no longer concerned that “strong AUD will drag on economic
growth”, AUD rebounded. Also, sharp rebound in the RMB rendered support
to the AUD. Nevertheless, the RBA remained on a neutral stance, citing that
“further progress in reducing unemployment and having inflation return to
target is expected, although this progress is likely to be gradual”. This
indicates any upside for the AUD could be capped by central bank dynamic.
Elsewhere, US-China trade conflicts could also weigh on the AUD given
Australian economy’s high reliance on exports to China.
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CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Short term Asian FX views

Currency Bias Rationale

USD-CNH /1 Pace of depreciation of the RMB basket may be more controlled; Sino-US trade tensions reigniting; USD-
CNY midpoints reverted to being consistent with unbiased models

USD-KRW /1 Outcome of Trump-Kim talks just sufficient to avoid disappointment; net portfolio inflows remain at healthy
levels; 1Q GDP growth and CPI data prints missed expectations; minutes of the 24 May BOK meeting reveal
some discussion towards reducing policy accomodation.

USD-TWD /1 Equity outflows re-asserting after short reprieve; 1Q current account surplus shrinks

USD-INR /1 May inflation prints in line, but continue to show accelerating price pressures; current account deficit widened
more than expected; the RBI may be biased for further hikes in the upcoming meetings; RBI ease foreign
ownership caps on government bonds

USD-SGD /1 Latest MAS Survey reflects an easing of inflation projections; SGD NEER should be capped below +1.00%
above parity; 1Q GDP prints in line, but CPl missed expectations; pair responsive to broad USD movements

USD-MYR 1 Shifts in policy direction under PH government may spur re-assessment of asset markets; sustained net
equity outflows following election outcome

USD-IDR /1 IDR stability the main objective for monetary policy for now; further rate hikes possible; inflation came in
softer than expected again, though it may not have significant impact on monetary policy

USD-THB /1 BOT remains accommodative, keeping rates unchanged in the latest meeting; bond outflows re-asserting
after a short reprieve

USD-PHP 1 May BOP deficit wider than expected , despite stronger than expected remittances; BSP governor appear
comfortable with recent weaking of the PHP

Source: OCBC Bank
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USD-Asia VS. Net Capital Flows
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ACI VS. Net Capital Flows FX Sentiment Index
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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.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute,
deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof
and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity,
subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In
particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is
subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation
(600/2014) (“MIFIR”) (together referred to as “MIFID I1”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC
Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar
(including, without limitation, MiFID I, as implemented in any jurisdiction).
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