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Tuesday, March 20, 2018
FX Themes/Strategy/Trading Ideas

e The dollar faded lower against most of the majors on Monday despite firmer
US vyields and despite supportive aggregated rate differentials. The EUR
meanwhile received a boost after a wire report indicated that the debate
within the ECB is shifting from bond purchases to policy rate trajectory.
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e With global (and EM) equities in the red on Monday with techs leading the
way lower, the FXSI (FX Sentiment Index) inched higher within Risk-Neutral
territory and may run the risk of venturing into Risk-Off territory if investors
remain nervous.

e Overall, amid ongoing concerns with regards to the US administration as
well as the potential for heightened global trade tensions, expect investor
sentiment to remain fragile intra-day (continue to watch equities as a
barometer) and ahead of the FOMC tomorrow (hawkish expectations
continue to accumulate). In the interim, remain constructive on the GBP-
USD and USD-CAD, while continuing to fade upticks in the AUD-USD.

e Today, the calendar includes RBA meeting minutes (0030 GMT) and the
RBA’s Bullock (0415 GMT), while UK Feb CPI (0930 GMT), and German
March ZEW (1000 GMT) are on tap.

Asian FX

e Asian net portfolio flows meanwhile show some pullback in net bond inflows
for South Korea with net equity flows now neutral after bottoming out
recently. Elsewhere, net equity outflows for Taiwan continue to bottom out.
Net bond flows for India remain in outflow territory with no indication of a
recovery, although equity flows have re-emerged. Despite this, the INR may
however remain vulnerable to fragile risk appetite across Asia.

e For Indonesia, the recent step bond outflows are attempting to reverse but
may have to be predicated on broader EM/Asian sentiment. For Thailand,
net bond flows have bounced smartly into inflow territory while net equity
outflows have compressed significantly in the past week — THB supportive.

Treasury Research &

Strategy e For today, the ACI (Asian Currency Index) may be slightly top heavy on the

back of USD vulnerability but the downside should be tempered by potential
risk aversion. Expect recent ranges to continue to govern for most of the
regional pairs although the USD-INR may continue to push the envelope on
the upside (note deteriorating 4Q current account deficit).
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SGD NEER: The SGD NEER is firmer on the day at around +0.42% above
its perceived parity (1.3209) with the basket expected to be within +0.20%
(1.3183) and +0.50% (1.3144). Technically, the 55-day MA (1.3193) may
continue to cap, with initial support seen on approach of 1.3120.
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CFETS RMB Index: The USD-CNY mid-point fell (slightly less than

expected) to 6.3246 from 6.3320 yesterday. This firmed the CFETS RMB
Index to 96.27 from 96.21.

CFETS NEER vs. USD-CNY mid-point
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EURLSD e EUR-USD Near term support may be had
123 4 from the latest ECB murmurings although short term

implied valuations remain flat lined at this juncture.
In the interim, the 55-day MA (1.2290) may continue
113 1 to anchor the pair within 1.2230-1.2400.
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USD-3PY e USD-JPY Despite continuous rhetoric out of
the BOJ, the USD-JPY may continue to pay heed to
US-centric (White House or Fed) forces instead.
While short term implied valuations have ticked
higher the pair may continue orbit 106.00 ahead of
the FOMC.
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AUD-USD

e AUD-USD RBA meeting minutes this morning
hardly left an indelible impact on the AUD-USD. We
continue to stay negative on the pair in light of the
current risk appetite environment with short term
implied valuations still laden. A breach of 0.7700
threatens 0.7630.
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GBP-USD e GBP-USD GBP was lifted on Monday after
147 reports indicated that a transition deal had been
142 reached (earlier than markets had expected)
137 between Britain and the EU. Watch for headlines
132 out of the EU Summit on Thursday for further
127 clarity. In the interim, short term implied valuations
122 continue to attempt to bottom out and the pair may
117 ) remain supported within the 55-day MA (1.3900)
z Z; % ié Z f 2 E g i“ : 2 i and 1.4100 up top ahead of the FOMC/BOE.
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USD-CAD

139 4 e USD-CAD Short term implied valuations for
ol the USD-CAD may remain oriented to the upside
given the current air of uncertainty (implied BOC
rate hike odds have faded slightly). Watch for G20
headlines today (especially with regards to trade
protectionism) and investors may continue to
bottom fish within 1.300-1.3200.
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FX Trade ldeas

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

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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