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Markets traded on a risk positive tone overnight, as geopolitical tensions
continued to ease globally. Stronger non-farm payrolls and rebounding US/EZ
equity markets also added to the overall sentiment. The DXY index struggled to
hold on to the 94.00 handle, as the cyclicals outperformed. Short-covering was
also seen in the JPY-crosses and other risk-off trades.

Our FX Sentiment Index (FXSI) fell for the fourth consecutive session,
retreating back into the Risk Neutral zone. We continue to preach caution
against this exuberance, as trade tensions continue to swirl in the background,
with a potential of a showdown in the G7 summit starting Friday.

Note that long-end UST yields are on the rise again, although more so due to
improving risk sentiments than the recognition of growth momentum. However,
the correlation between the yield differential arguments and the DXY index has
faded off somewhat due to markets focusing on idiosyncratic factors in the past
week. Do look for a re-engagement of this dynamic as markets refocus on US-
centric cues.

In the option space, note that 2-week EUR and JPY vols (covering the FOMC,
ECB and BOJ policy meetings) remain elevated compared to their 1-week
counterparts, possibly suggesting some edginess over the upcoming central
bank meetings. On this front, Bank of England’s Tenreyro did not signal any
urgency for rate hikes. Look for the Reserve Bank of Australia’s (RBA) policy
decision later today. While a change in policy decision is not expected, watch
for a potential shift in statement rhetoric. Comments by ECB’s Nowotny (0930
GMT), Weidmann (1730 GMT) and BOE’s Cunliffe (1000 GMT) is also
expected.

On the data front, watch for services and composite PMIs from Europe and US
today.
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Asian FX

A positive lead from US/EZ equities overnight and improving geopolitical
climate may boost investor sentiments around the Asian currencies today. As
such, the Asian Currency Index (ACI) may continue to edge lower amidst the
risk positive climate.

In terms of Asian net portfolio flows, note that we are seeing a generalized
improvement in the flow environment across most tracked countries. Inflow
momentum into South Korea has picked up again from already healthy levels.
Taiwan nudged into a small net inflow balance after four weeks of slow, but
consistent compression in outflows. In the South, Thailand also saw a small net
inflow balance on a rolling 20D basis after a recovery in bond flows. Similarly
for Indonesia, where a moderation in bond outflow momentum over the last
week has improved the overall picture. Heavy outflows are still noted in India,
although a slow moderation is also underway.

Overall, the improving portfolio flow environment provides some source of
comfort for the Asian currencies. Nevertheless, the sustainability of this
recovery is still open to question. At this juncture, we still retain the view that
flows do not yet portend outright strength in Asian currencies.

South Korea: The USD-KRW continues to be pressured lower on news that
the Trump-Kim summit is officially back on.

SGD NEER: The SGD NEER stands at around +0.75% above its perceived
parity (1.3457), as NEER-implied USD-SGD thresholds continue to soften.
Expect the USD-SGD to ply the +0.60% (1.3377) and the +0.90% (1.3337)
thresholds intra-day as the pair fluctuates near its 200-day MA (1.3363).

CFETS RMB Index: The USD-CNY mid-point was set lower this morning, as
expected, at 6.4157 compared to 6.4208 on Monday. The CFETS RMB Index
was weaker marginally at 97.17, compared to 97.21 previously. Moving
forward, expect the depreciation of the CFETS RMB Index to slow down as it
approaches the 97.00 handle. USD-CNY midpoints may also become more
aligned with the unbiased estimates.
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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 still habitually above neutral models

USD-KRW /1 1Q GDP growth and CPI data prints missed expectations; positive sentiments after Trump-Kim talks
confirmed for 12 June; net portfolio inflows remain at healthy levels; BOK to remain accommodative in the
near term.

USD-TWD > Equity flows flipped into a net inflow situation; 1Q current account surplus shrinks

USD-INR > Firmer than expected 1Q GDP, WPI and CPI prints put pressure on RBI to hike in its June meeting; net
portfolio outflows attempting to moderate; lower crude price may provide some reprieve; risk premia from
negative political developments in Karnataka with possible implications on fiscal stance going forward

USD-SGD /1 SGD NEER should be capped at +0.80% above parity; 1Q GDP prints in line, but CPIl missed expectations;
pair responsive to firmer DXY

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 > IDR stability the main objective for monetary policy for now amidst two quick-fire rate hikes, with 14000
potentially becoming a level to defend again; inflation came in softer than expected again, though it may not
have significant impact on monetary policy; net portfolio outflow momentum moderating significantly

USD-THB /1 BOT remains accommodative, keeping rates unchanged in the latest meeting; net portfolio flows into a net
inflow situation; large miss on the current account balance may negatively pressure the THB in the near term

USD-PHP /1 BSP hiked policy rates as expected while signalling the possibility of further hikes; 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

15 - z-score . 1m% [ -4 25
Awk MA StrongerAsiaFX ;
4 - 2.0
10 RISK OFF
05 - 2 15
mA J’V\l 1 1.0
00— —hpfh A .
V Lo
05 - 05
F1
0.0 T n
10 - L, W
-0.5
157 Weaker Asia FX 3 "
20 - 4 RISK ON
N NN NN NNDNMDNMDMNMDNM N 00 0 0 0 00 o 15
A B B B B B AR N R N B R o I < < n I © © ~ ~ ©
f 88 a3 53Y%Y583 09588 85m 5 T X ¢ T T T T T T I 3
ffz <537 c8020883 <53 £ 3 58 3 5 3 5 3 58 2 3
——Total Net Flows (20DRS)  —— ACI (RHS) 2 T
Source: OCBC Bank Source: OCBC Bank
1M Correlation Matrix Technical support and resistance levels
DXY USGGI0  CNY  SPX MSELCAPF  CRY  JPY  CLL VX IRYEX CMH  EWR
DXY 1000 0493 0897 0I71  04 028 019 0509 037 0873 087 099 s s1 Current R1 R2
v Ue W wr 49 ow e D8 v s am EURUSD LIS LI0 Ll Ll Lo
OM 087 05 0% 00% 056 08¢ 040 482 055 o9 100 qe CBP-USD 13207 13300 13314 134 135
PHP 0870 03%5 0772 053 0167 0157 0055 057 0083 0763 0735 -0se9 AUD-USD 0.7600 0.7607 0.7636 0.7639 0.7666
CAD 06% 0685 077 0372 0435 0604 05% 078 0582 074 087 078 NZD-USD 0.6851 0.7000 0.7031 0.7038 0.7095
WD 0610 0206 0485 014 0516 022 002 0071 021 062 039 0655  USD-CAD 1.2817 1.2900 1.2929 1.3000 1.3025
AUD W4 AL 05 075 00 00 00N 049 035 049 03 040 ygp-gpy 108.64 109.00 109.85 110.00 110.21
S6D 034 0108 0165 0199 000 0105 0197 0238 027 043 0184 A3l
G0 b 10 om 4% 4 0w s o m om m ow USDSCD 13300 1330 1332 1333 13400
IR 025 033 008 0214 0165 0§12 04%8 0505 015 oou 00w 023 EUR-SGD 1.5502 1.5600 15614 15700 1.5967
DR 0045 0553 0230 0066 0016 0762 057 0739 0383 -029 0389 0 JPY-SGD 1.2100 12128 1.2155 1.2200 1.2222
ND 0005 0418 0271 111 043 038 0430 054 0037 026 034 002 GBP-SGD 1.7700 1.7750 1.7776 1.7800 1.8153
Py 019 083 00 030 0465 035 100 051 042 0504 040 023  AUD-SGD 1.0099 1.0100 1.0196 1.0200 1.0212
USGEI0 0463 100 05% 0203 0575 043 0853 075 0560 084 075 057
CHE 0783 0608 0816 031 042 026 027 0749 0173 0L 084 080
GBP 003 0655 0889 0201 0465 023 0295 0694 0297 094 0874 094 g.(l"d 1212'21 125132'28 1222'22 13(1)2'38 1322‘2‘1‘
R 099 0557 089 I 0455 023 023 064 034 03 ot o Ve : ‘ : : :
Crude 64.68 65.10 65.11 65.20 67.77
Source: Bloomberg Source: OCBC Bank
G10 FX Heat Map Asia FX Heat Map
ND EIR GBP Y CAD D 60 WR uso JPY  CNY SGD  MYR KRW THB PHP INR IDR
, -------- O O
o ------- Iy - ---------
o [ HEH I
ER «» IHIHE NN
w « [ HHEE N
D e -
WD
CAD
« [ HIHEEEEE
UsD
» [ HIHEENEEE
s I « [ HEEEE
v | N O O N e | [ [ [ [ [ [

Source: OCBC Bank

Source: OCBC Bank

Treasury & Strategy Research



5June 2018

Daily FX Outlook

&) ocBcBank

5.00

4.00

2.00

1.00

0.00

-1.00

-1.00

-2.00

-3.00

16.00
14.00
12.00

10.00

-2.00

-4.00

-4.00

us
bps

3M 6M  12M 2y 3y 5Y

®1D change M 1W change

3m 6M  12M 2y 3y sY

m 1D change M 1W change

bps China

6M 12m 3y 5Y

m 1D change M 1W change

India

bps

3M &M 12m 2y 3y 5Y

m 1D change M 1W change

Thailand

1 bps

3M 6M 12m 2y 3y

W 1D change M 1W change

-

1oy

E

10y

Government bond vield changes

10.00

8.00

6.00

2.00

0.00

-2.00

-4.00

-5.00
-10.00
-15.00
-20.00
-25.00
-30.00
-35.00

-40.00

-1.00
-2.00
-3.00
-4.00
-5.00
-6.00
-7.00

-8.00

Eurozone

bps

3M 6M  12M 2y 3y 5Y

® 1D change ™ 1W change

Australia

bps

3M 12m 2y 3y 5Y 7Y

® 1D change M 1W change

Korea

bps

3M 6M 12m 2y 3y

® 1D change M 1W change

Indonesia
bps

v 2y 3y 5Y 7Y
m1D change M 1W change

Malaysia
bps

-
=

3M ™ 2m 2y 3y 5Y

® 1D change ® 1W change

3
£

10y

]

.
5

10y

1.00

0.50

0.00

-1.00

-2.00

-3.00

-0.50

-1.50

-2.50

-2.00

-4.00

-6.00

-8.00

60.00

50.00

40.00

30.00

20.00

10.00

Japan

o
°
i3

6M 2m 2y 3y 5Y s 1oy

® 1D change M 1W change

Canada

bps
_III

3mM 6M 12m 2y 3y sY 7Y 1oy

® 1D change M 1W change

Taiwan
bps r'
2y 5Y 10v

m 1D change M 1W change

Singapore
bps

3M 6M 12m 2y 5Y 10y

m 1D change M 1W change

Philippines

bps

3M M 12M 2 3y 5y 7Y 10v
m 1D change M 1W change

Treasury & Strategy Research



. &) ocBcBank
5June 2018 Daily FX Outlook

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 II”), 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 Il, as implemented in any jurisdiction).

Co.Reg.no.:193200032W
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