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FX Themes/Strategy/Trading Ideas

Despite a firmer UST curve (alongside bund yields), positive global equities
and stabilizing commodities left the USD weaker across G10 on Monday.
The FXSI (FX Sentiment Index) softened on the back of a slight recovery in
risk appetite but remained in Risk-Off territory.

Late Monday, the RBA’s Ellis was less than hawkish, warning that wage
growth recovery could take longer than expected even if the labor market
reaches full employment.

Ahead of Wednesday’s US CPI numbers investors may be slightly cautious
of any USD-positive cues or any implied changes to the projected Fed
trajectory (with selected FOMC members having acknowledged the near
term potential positive impacts of US tax cuts on growth). This caution is
expected to be balanced by a community that remains inherently suspicious
of the broad dollar.

For today, markets may be reduced to data/headline watching with
Australian Jan NAB business confidence (0030 GMT) and UK Jan CPI/PPI
(0930 GMT). In Asia, look to Taiwan’'s 4Q GDP number at 0800 GMT.
Meanwhile, central bank rhetoric is light today, with the Fed’s Mester at 1300
GMT.

In the near term, we think that there may remain potential for the AUD-USD
to test lower. Apart from potential global equity volatility, we note global risk
appetite levels have deteriorated, the commodity complex has deflated, and
the RBA has proved to be less than hawkish. Ahead of the US January CPI
numbers on Wednesday and the Australian January labor market numbers
on Thursday, we initiate a tactical short AUD-USD on Monday. From a spot
ref of 0.7829, we target 0.7665 and place a stop at 0.7915.

Asian FX

Global EM equities managed to scrape higher on Monday for a second
consecutive session with Asian stocks also off to a positive start on Tuesday.
Nonetheless, amid weak net portfolio flow momentum in Asia, USD-Asia
downside may be somewhat limited, putting a floor on the ACI (Asian
Currency Index). Background caution towards uncertainty and USD
strength may continue to lurk in the near term. On a relative basis, the PHP
is still seen hampered by current account concerns while the INR is still seen
relatively underpinned on a lack of a substantial fall off in net inflows.
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In addition, the China data stream yesterday saw January aggregate yuan
financing coming in softer than expected, and in the near term, cited USD
selling pressure onshore has reportedly abated.

SGD NEER: The SGD NEER is stronger on the day this morning at around
+0.16% above its perceived parity (1.3256), with NEER-implied USD-SGD
thresholds softer from yesterday. We look for the NEER to trade within parity
and +0.30% (1.3216) pending further external cues.
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CFETS RMB Index: This morning, the USD-CNY mid-point came in at a
higher than expected 6.3247 from 6.3001 on Monday. Nonetheless, this had
the effect of sinking the CFETS RMB Index lower to a more comfortable
96.59, from 97.15 yesterday.

CFETS NEER vs. USD-CNY mid-point
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G7
FUR-USD e EUR-USD Short term implied valuations
continue to bottom out this week although the EUR-
USD may continue to range trade in the interim as
investors search for new cues. Top side is expected
into 1.2340 with 1.2240 expected to cushion intra-
day.
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USD-JPY e USD-JPY TKY is back from its long weekend
today and although the BOJs Kuroda was
sufficiently accommodative in his comments this
morning, the pair may retain a top heavy tone
(within 108.30-109.00) on the back of broader
dollar vulnerability. Note however that the USD-JPY
remains on a significant tear in relation to its short
L e S S ——" term implied valuations, and any heightened Fed
‘ s hike expectations may instigate a sharp move
higher in the pair. >>>
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e AUD-USD With short term implied valuations
stabilizing after last week’s global volatility, the

080 partial recovery in global risk appetite levels may
078 | continue to encourage bottom fishing in the AUD-
076 | USD. Offers may however materialize towards
074 | 0.7910. Note also the above stated comments from
s | the RBA’s Ellis and mixed Jan NAB business

AUD-USD

confidence readings. Expect the 55-day MA
22 3839895555559 (0.7810) and 0.7895 up top govern in the interim.
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GBP-USD e GBP-USD Ahead of the CPI/PPI readings
today, look to fade upticks with short term implied
valuations looking a tad suppressed amidst
lingering Brexit uncertainty and despite the
improvement in global risk appetite levels. Expect
1.3800 to anchor in the interim.
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USD-CAD

e USD-CAD A slightly more positive risk
appetite complexion may cap the USD-CAD in the
near term. Note that short term implied valuations
for the pair remain underpinned with the 55-day MA
(1.2589) still at risk of a breach towards the 100-
day MA (1.2620).
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ACI VS. Net Capital Flows
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1M Correlation Matrix
Security  DXYUSGGI0  CNY ~ SPXWSELCA CRY JPY  CLL  VIX ITRXEX CNH
DXY 1 -0263 0648 0374 0458 0639 0562 0661 0136 0114 0732
THB 0904 042 081 0212 0273 0433 0643 -0453 -0.044 -0.062 0.862
MYR 089 -0282 0687 -0.256 -0.366 0548 0597 -0542 -0022 0054 0711
TWD 0839 -0296 071 -0.303 -0.366 -0492 0665 0471 0071 0038 0736
CHF 0803 -0679 0916 0243 0091 0064 083 -0.057 -0435 -0.449 0.926
SGD 0767 0218 0151 -0.797 0772 0838 0191 0774 0609 0584 0274
CNH 0732 -0744 0972 0254 019 0032 0774 0052 -0464 -0.509 1
CNY 0648 -0.796 1 0387 0284 013 0777 0088 0582 0577 0972
CAD 0637 043 -0073 -0.879 -0.864 0881 -0099 0868 0758 0735 0014
Y 0562 -0581 0777 0328 0245 0132 1 0248 -0473 0529 0774
INR 0203 0704 0364 0865 0838 0854 035 -0.761 074 0825 -0.294
CONI2M 016 0537 -0.145 -0.454 -0413 -0449 009 0379 0311 0487 -0.078
IDR 008 0852 -0501 0912 0883 082 0514 -0.783 0887 0973 -0511
KRW 0054 0813 -0584 -0887 -0803 -0.727 -0.388 -0.666 0915 088 -0.501
USGG10 -0.263 1 -079 -0672 -0633 -0573 0581 0531 0688 0844 -0.744
AUD 0487 -0558 0234 0953 0905 088 0166 0815 0833 0816 0125
PHP 0498 0856 0798 0512 0383 036 064 -0314 0623 0697 -0.806
NZD 0644 0223 0091 074 0678 0714 0032 0713 -0576 -0532 -0.224
GBP 0919 0087 -0464 0567 0626 0745 0329 074 0375 0329 -0501
EUR 0953 0245 0615 0341 0443 0583 0472 0595 -0.122 -0.121 -0.699
Source: Bloomberg
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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| 09-Feb-18 B USD-CAD 1.2600 1.2855 1.2470 Softer crude and fragile appetite
towards the cyclicals
2 | 12-Feb-18 S AUD-USD  0.7829  0.7665  0.7915 Unstable equity/risk appetite
environment. Less than hawkish
RBA
STRUCTURAL
3| 19-Jan-18 B EUR-USD 1.2274  1.2865  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
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1 |21-Nov-17  09-Jan-18 S USD-SGD 1.3561 1.3345 Little contagion in geopolitical +1.56
risks, sanguine portfolio inflow
environment,USD fragility
2 |09-May-17 12-Jan-18 B GBP-USD 1.2927 1.3700 USD skepticism, UK snap elections,  +4.71
positioning overhang, hawkish
BOE?
3 |27-Nov-17  26-Jan-18 B GBP-USD 1.3344 1.4135 Investors may imputeBrexit talks in ~ +5.56
December. Prevailing USD
weakness.
4 |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
5 |15-Jan-18 07-Feb-18 B EUR-USD 1.2199 1.2305 "Hawkish" ECB expectations, +0.72

positive German poloitical news
flow

**of notional

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.

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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