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Amidst a slightly firmer (and still flattening) UST curve, the dollar traded mixed
to slightly firmer on Wednesday with mild support from the Beige Book report.
Note however that broad dollar strength was far from universal, with gains on
the CAD and GBP opportunistic while the AUD was boosted by a stronger
commodity (metals and crude) complex.

The USD-CAD jumped above 1.2600 after the Bank of Canada, at its policy
meeting, came across as less hawkish than expected but nevertheless
continued to flag further rate increases “over time”. The central bank noted that
the economy was weaker than expected in 1Q 18 and highlighted trade and
geopolitical risks. GBP-USD tripped briefly below 1.4200 following softer than
expected March CPI readings.

Positive EZ/US/EM equities saw the FXSI (FX Sentiment Index) sinking
further within Risk-Neutral territory on Wednesday, a 3" consecutive session of
risk appetite improvement.

Fed-speak today includes Brainard (1200 GMT), Quarles (1330 GMT), and
Mester (2245 GMT), while the BOE’s Brazier (1010 GMT) and Cunliffe (1630
GMT) are also on tap. In Asia, expect Bank Indonesia to remain static with
respect to its policy parameters.

Overall, it remains to be seen if widening aggregated rate differentials can
impart more than fleeting support for the greenback in general and we remain
healthy skeptics at this juncture. As stated previously, only the USD-JPY may
remain relatively more efficient at expressing this view.


mailto:ngcyemmanuel@ocbc.com
mailto:TerenceWu@ocbc.com

&) ocBc Bank

19 April 2018 Daily FX Outlook

G7

EUR-USD EUR-USD Short term implied valuations are attempting to

edge lower but the pair continues to stay aloft above its 55-
1231 day MA (1.2333). With no drastic disappointment out of the
™, EZ CPI readings yesterday, risks towards 1.2430 may
' continue to circulate.
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USD-JPY Abe-Trump headlines had little discernible impact
on markets and in tandem with firmer US rates and improved
global risk appetite levels, expect the USD-JPY to continue to
pick higher gingerly in the near term. Expect initial support on
dips towards the 55-day MA (106.90) with 107.80 likely to
attract for now.

AUD-USD March Aussie labor market numbers this morning
came in on the wrong side of expectations but this may not
materially dent upside prospects for the pair in view of the
more sanguine global market environment at this juncture.
Expect sustained buoyancy towards the 200-day MA (0.7817)
if the pair manages to detach away from its 55-day MA
(0.7787).
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GBP-USD
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e GBP-USD Expect some further room for consolidative
trading after the corrective price action the last 48 hours.
Short term implied valuations meanwhile have also stuttered
in the near term. Expect a cushion within 1.4150-1.4200 to
prevail as weak longs bail.
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e USD-CAD Expect some base building behavior to persist in
the wake of the BOC policy meeting (markets are somewhat
puzzled by the central bank’s cautious tone) with the 200-day
MA (1.2622) likely to function as a near term junction in the
interim. The 100-day MA (1.2676) is expected to cap and
note that short term implied valuations for the pair remain
southbound.
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In Asia, positive net bond inflows are blipping higher for South Korea, while the
rest of the region continues to experience moderating net inflow momentum.
Nonetheless, against a positive risk appetite/equity backdrop, the ACI (Asian
Currency Index) may tip lower intra-day.

Indonesia: Expect Bank Indonesia to remain static today at its policy meeting,
with the central bank expected to be mindful of any implications on the IDR
from any dovish hints, with inflation risks still benign.

India: RBI meeting minutes are due today, with investors on the lookout for
confirmation that the RBI is indeed adopting a more dovish slant.

SGD NEER: The SGD NEER is firmer on the day at around +0.57% above its
perceived parity (1.3178) with NEER-implied USD-SGD thresholds largely
unchanged on the day. Expect a +0.50% (1.3117) to +0.70% (1.3091) range
intra-day for the basket. With forwards shifting right perceptibly in the last two
sessions, any residual implicit left hand side bias (in our view, negligible in the
first place) from the MAS slope steepening last Friday has been all but nullified.
In the interim, expect USD-SGD to remain anchored in the vicinity of the 1.3100
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handle amid range trading conditions.
e CFETS RMB Index: The USD-CNY mid-point inched higher marginally to
6.2832 (in line with model derived estimates), resulting in the CFETS RMB
Index easing to 96.87 from 96.90 on Wednesday.
CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Currency S.T. bias Rationale

USD-CNH — Relative stability of RMB Index, RMB to shoulder potential volatility instead, watch US-Sino tensions

USD-KRW /1 Easing tensions with the North, net portfolio inflows moderating, inflation/current account surplus
projection downgraded, BOK expected to remain neutral

USD-TWD 1 Net equity outflows, new CBC govenor non-hawkish

USD-INR /1 India placed on US Treasury’s watchlist, foreign investor limit on government bonds eased, mild net
positive inflows, less aggressive fiscal borrowing plans, wider than expected March trade deficit, warmer
than expected March CPI

USD-SGD H NEER hovering around parity; MAS steepns NEER slope in April, pair buffeted by global trade tension
headlines

USD-MYR /1 BNM remains accommodative; country on election watch (09 May 18)

USD-IDR H Rating upgrade from Moodys to Baa2, Bl containing IDR volatility, sees little room to cut rates;
fundamentals intact, strong net bond inflows

USD-THB — BOT remains accommodative, moderating net bond inflows

USD-PHP ol] Net equity outflows, BSP downplaying rate hike expectations but remains vigilant towards inflation risks
(markets unconvinced), note surprise contraction in Feb exports

Source: OCBC Bank
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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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Government bond vield changes
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FX Trade Ideas
Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
STRUCTURAL
1| 19-Jan-18 B EUR-USD 1.2274 1.2865 1.1975 ECB likely to alter its forward
guidance into the spring
2 | 31-3an-18 S USD-JPY 108.67  102.35  111.85 Market fixation on USD weakness,
despite mitigating factors and the
BOJ
3 | 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| 09-Feb-18  15-Feb-18 B USD-CAD 1.2600 1.2470 Softer crude and fragile appetite -1.03
towards the cyclicals

2 | 22-Feb-18  09-Mar-18 B USD-CAD 1.2696 1.2820 Post FOMC minutes, rising implied ~ +0.99
valuations for the pair

3 | 06-Mar-18 12-Mar-18 S AUD-USD 0.7765 0.7855 Non-hawkish RBA meeting -1.14
outcome, vulnerability to USD
resilience

4| 08-Mar-18 13-Mar-18 S USD-JPY 106.00 106.85 White House policy uncertainty, -0.83
risk aversion

* realized 1Q 18 Return +12.43

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 11”), 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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