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Global risk appetite levels managed to stabilize (UST yields bounced off
early lows to end essentially flat) by late Wednesday with the cyclical/lEM
currencies recouping early Wednesday losses and with the DXY also
managing to bounce off intra-day lows to end relatively unchanged.

On the trade-war front, US Treasury Secretary Mnuchin stated that the White
House would move forward with the steel and aluminum tariffs. Uncertainty
may continue to circulate until the actual announcement (possibly at 2030
GMT today or Friday) with the White House also indicating that Canada,
Mexico, and potentially other countries may be exempted on the basis of
national security.

As a reality check, aggregate rate differentials continue to herald implicit
support for the USD but the overhang from imminent tariffs may continue to
distort, keeping the USD weak selectively. Instead, expect markets to be
more reactive to risk appetite fluctuations. Curiously enough, note that the
geography of the every short—end in option space denotes little expectation
of acute volatility despite concentration of headline risks in the next 48
hours.

The ECB meeting today (1245 GMT) and Draghi’s press conference (1330
GMT), where some mention of a debate on the potential alteration of the
forward guidance is expected. As we noted previously, the weak dollar
narrative may have to increasingly rely on the ECB (and the EUR) stepping
up to the plate. Note a sufficient degree of accommodation and caution from
both the Bank of Canada and BNM yesterday.

Apart from the ECB, other global central bank cues are expected to be scant
apart from the BOC’s Poloz and Morneau (1600 GMT) and Lane at 2050
GMT. On the data front, look to China’s Feb trade numbers later today.

Asian FX

Global EM equities also managed to recover from intra-day weakness to end
largely flat although the FXSI (FX Sentiment Index) still ticked higher within
Risk-Off territory. Overall, expect the ACI (Asian Currency Index) to
continue to remain within recent ranges.

Net portfolio flow dynamics meanwhile continue to suggest relative
outperformance for the KRW (equity flows), with some relief from outflow
pressures for the PHP. On other fronts, still somewhat fragile caution
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towards EM may keep net inflows into the rest of the region slightly hesitant.

Malaysia: BNM on Wednesday kept its policy rate unchanged as widely
expected at 3.25%. Accommodation remains the catchphrase with the
central bank citing softer inflation ahead (note subdued long end yields) and
the strength of the MYR as a mitigating factor. Overall, little urgency
expected as the central bank continues on its normalization path.

Indonesia: Bl governor Martowardojo continues to remind markets that the
central bank will remain on hand to guard the stability of the IDR and to keep
it in line with fundamentals.

SGD NEER: The SGD NEER is firmer on the day at around +0.35% above
its perceived parity (1.3197) this morning with NEEER-implied USD-SGD
thresholds marginally firmer on the day. Expect a locus within +0.20%
(2.3170) to +0.50% (1.3131) intra-day and technically, a slightly top heavy
posture may see 1.3120/40 in play.
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CFETS RMB Index: The USD-CNY mid-point slipped (as largely expected)
to 6.3239 from 6.3294 on Wednesday, lifting the CFETS RMB Index to 95.97
from 95.88 yesterday.

CFETS NEER vs. USD-CNY mid-point
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EUR-LSD e EUR-USD Short term implied valuations
123 remain underpinned ahead of the ECB later today,

although the pair is trading slightly rich relative to its
implied confidence intervals. Expect the EUR_USD
113 to remain anchored at 1.2400 in the interim.
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USD-3PY e USD-JPY Preference to remain top heavy on

118 1 the USD-JPY despite calmer market conditions

s | amidst inherent US-specific risks surrounding the

N/\) greenback. If the foothold at 106.00 is lost, expect
108

slippage towards 105.25.
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AUD-USD

e AUD-USD Jan trade numbers surprised on
the upside at AUD1.06bn and may play into the
hands of still supported short term implied
valuations, especially with risk appetite recovering
slightly in the last 24 hours. In the near term, expect
a range bordered by the 200-day MA (0.7794) and
0.7850 up top.

I S

¢ 07 9 09 9

8-Mar-18 -

Actual ——Fitted

Source: OCBC Bank

GBP-USD e GBP-USD Despite supported short term
147 implied valuations, GBP-USD may remain range
142 bound within its 55-day MA (1.3828) and 1.4000
137 ahead of the ECB. Meanwhile, note continued
132 tension between Britain and the EU after the latter
127 released its draft guidelines for Brexit on
122 Wednesday.
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USD-CAD

1.39

e USD-CAD The Bank of Canada at its policy
meeting on Wednesday continued to covey a
sufficient degree of caution (citing trade
uncertainty) with respect to its prognosis. Although
Canada may ultimately be exempted from wide
ranging US tariffs on steel and aluminum, the Nafta
overhang may continue to plague the loonie. The
resistance at 1.3000 may continue to be eyed.
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USD-Asia VS. Net Capital Flows
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ACI VS. Net Capital Flows EX Sentiment Index
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1M Correlation Matrix Technical support and resistance levels
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Government bond vield changes
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FX Trade ldeas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1| 22-Feb-18 B USD-CAD 1.2696 1.3230 1.2820 Post FOMC minutes, rising implied
valuations for the pair
2 | 06-Mar-18 S AUD-USD  0.7765  0.7590  0.7855 Non-hawkish RBA meeting
outcome, vulnerability to USD
resilience
STRUCTURAL
3| 19-Jan-18 B EUR-USD 1.2274 12865  1.1975 ECB likely to alter its forward
guidance into the spring
4 | 31-Jan-18 S USD-JPY 108.67 102.35 111.85 Market fixation on USD weakness,
despite mitigating factors and the
BOJ
5 | 15-Feb-18 B GBP-USD 1.4014  1.4855  1.3590 Borad dollar vulerability coupled
with hawkish BOE expectations.
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1|27-Nov-17  26-Jan-18 B GBP-USD 1.3344 1.4135 Investors may imputeBrexit talks in ~ +5.56
December. Prevailing USD
weakness.
2 |16-Jan-18  02-Feb-18 S USD-SGD 1.3230 1.3175 Heay dollar, positive risk appetite,  +0.39
SGD NEER not excessively strong
3 |15-Jan-18 07-Feb-18 B EUR-USD 1.2199 1.2305 "Hawkish" ECB expectations, +0.72
positive German poloitical news
flow
4 | 12-Feb-18 14-Feb-18 s AUD-USD 0.7829 0.7915 Unstable equity/risk appetite -1.09
environment. Less than hawkish
RBA
5 | 09-Feb-18  15-Feb-18 B USD-CAD  1.2600 1.2470 Softer crude and fragile appetite -1.03

towards the cyclicals

**of notional

Source: OCBC Bank

Treasury & Strategy Research




. &) ocBcC Bank
8 March 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 Bank, its related companies, their respective directors and/or employees
(collectively “Related Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein. Such
interests include effecting transactions in such investment products, and providing broking, investment banking and other financial services to
such issuers. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products.

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 I1I”), 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).

Co.Reg.no.:193200032W

Treasury & Strategy Research 9



