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FX Themes/Strategy/Trading Ideas — The week ahead

Despite a softer UST curve (10y yield slipped to 3.0633%), the DXY traded
briefly above 93.80 as the greenback clawed higher against most of its G10
peers on Friday. The EUR in particular remain weighed by Italian political
uncertainty.

On the risk appetite front, the FXSI (FX Sentiment Index) ticked higher within
Risk-Neutral territory on Friday amid negative EZ/US equities and we note that
investor sentiment in the past week turned slightly more watchful. In the near
term however, positive risk appetite may be bolstered slightly with “friendly” US-
Sino trade war headlines (USTR Munchin stated that the trade war is “on hold”
as both sides dropped tariff threats and initiated a framework to address trade
imbalances).

CFTC data meanwhile showed large non-commercial accounts and asset
manager accounts paring further their net implied short dollar positioning in
aggregate in the latest week.

However, leveraged account net dollar longs in aggregate increased
significantly in the latest week. Specifically, leveraged EUR positioning flipped
to a net short balance fairly aggressively in the latest week. On our end, the
EUR may remain a notable casualty of potential dollar resilience. Meanwhile,
net leveraged JPY longs picked up in the latest week but this may be partially
attributed to a spot of risk aversion early last week.

Elsewhere, net leveraged AUD positioning also flipped to a net short balance in
the latest week while net leveraged NZD longs were halved. In addition, net
leveraged CAD shorts also increased in the latest week. Pending further risk
appetite gyrations, the cyclicals may be increasingly at risk of being sunk by
the greenback.

Going ahead, the interplay between relative central bank postures this
week may remain paramount for discerning major currency prospects. To
this end, companion central banks and their respective currencies may remain
impaired relative to the USD in the absence of overt hawkish intent.

This week’s calendar is expected to be heavy with potential Fed cues, with
FOMC minutes on Wednesday but with a busy Fed appearance schedule
starting with Bostic (1615 GMT), Harker (18:05 GMT), and Kashkari (1515
GMT) due today. Notably, Fed-chair Powell’'s speech in Stockholm on Friday
may be closely watched for further cues.
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Elsewhere, ECB rhetoric may also figure prominently this week with Notwotny
(0700 GMT) kicking off the week on Monday. More EBC-speak is expected on
Tuesday, Thursday and Friday while ECB meeting minutes on Thursday may
also garner particular interest. On the BOE front, Carney is penciled in for
Tuesday and Thursday, while the RBA’s Lowe is due on Wednesday. In Asia,
the BOK is expected to remain static at 1.50% on Thursday.

Asian FX

On the EPFR front, net implied equity flows for Asia (excl Japan, China) turned
to a net inflow balance in the latest week but net bond outflows deepened in the
latest week. This should not surprise given that the global re-pricing in recent
weeks has been via the bond route. These developments have also been
playing out from a broader perspective, with net equity flows into EM
(emerging market) turning to a slight positive in the latest week while net bond
flows for EM continued to show implied outflows (albeit moderating) in the latest
week.

Actual net portfolio flows in Asia continue to denote stable net inflows for South
Korea and compressing net outflows for Taiwan but what is disconcerting is
that the respective currency pairs are still being lifted by broader dollar
dynamics. Net outflows for India meanwhile remain somewhat persistent, while
net outflows for Indonesia and Thailand are looking look to deepen.

Overall, expect the ACI (Asian Currency Index) to stay supported on dips
despite the perceived improvement in risk appetite levels stemming from the
US-Sino headlines over the weekend.

Indonesia: The rate hike last week and subsequent strong rhetoric from Bank
Indonesia (Bl) fails to provide support for the IDR. Global cues leading to
rebalancing and stress in EM continues to dominate.

SGD NEER: The SGD NEER is relatively stronger on at around +0.45% above
its perceived parity (1.3491) with NEER-implied USD-SDG thresholds also
higher from last Friday. We look for a +0.30% (1.3451) to +0.60% (1.3411)
range intra-day. In the current environment, expect support to kick in towards
the 200-day MA (1.3375), with a preference to angle for 1.3500 multi-session.

CFETS RMB Index: The USD-CNY mid-point rose (largely within expectations
an in line with unbiased models) to 6.3852 from 6.3763. This saw the CFETS
RMB Index softening to 97.87 from 97.88.
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CFETS NEER vs. USD-CNY mid-point Asian CurrencyIndex
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Short term Asian FX views

Currency Bias Rationale

USD-CNH /1 RRR cut, relative stability of RMB Index, RMB to shoulder potential volatility instead, near term truce in US-
Sino trade tensions following Liu He’s visit to the US

USD-KRW | Tensions with the North may reassert; net portfolio inflows remain at healthy levels; inflation/current account
surplus projection downgraded; BOK expected to remain neutral

USD-TWD of] Net equity outflows attempting to compress; new CBC govenor non-hawkish

USD-INR 1 Firmer than expected WPI and CPI data puts pressure on RBI to hike early; net portfolio outflows worsening;
higher crude imposing drag on INR and govies

USD-SGD /1 NEER hovering around parity; MAS steepens NEER slope in April; pair responsive to firmer DXY

USD-MYR 1 Surprise defeat for the ruling BN coalition; neutral to rich valuation compared to peers on foreign reserves
and current account measures, note calm response from financial markets after re-opening

USD-IDR /1 Unexpectedly wide trade deficit piles further pressure; short term vol premium widening; net portfolio
outflows deepening, carry strategy under reassessment; Bl rate hike providing limited support for the IDR
despite promise of further tightening

USD-THB /1 BOT remains accommodative, keeping rates unchanged in the latest meeting; net portfolio outflow balance;
unexpectedly strong 1Q18 GDP data provides support

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

Source: OCBC Bank
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USD-Asia VS. Net Capital Flows
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ACI VS. Net Capital Flows
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1M Correlation Matrix
DXY USGGI0  CNY  SPX MSELCAPF  CRY  JPY  CLL  VIX ITRXEX CNH
DXY 1000 0466 0944 0573 0652 0760 0831 0750 -0804 0384 08%2
MYR 0978 0617 0903 06%9 0728 0861 0882 0859 -08%8 0312 0829
SGD 094 0520 0888 0598 0617 0724 0811 0766 -0762 -0317 0891
CNY 094 0395 1000 0351 0439 0637 0767 0621 -0609 -0248 0956
THB 0935 0549 0838 0724 0651 0827 0790 0877 083 -0297 0768
WD 0922 0541 080 0578 0555 0712 0848 0763 -0740 -0285 0825
CHF 0904 0210 087 0509 0631 0787 0621 0662 -0805 -0555 0860
CNH 0892 0318 096 0273 0390 054 0713 052 -0562 0235 1000
DR 0883 0647 0819 0627 0583 073% 0766 0811 0719 -0078 0749
INR 085 0712 0750 0780 0723 0757 0867 0875 -0764 032 0654
Y 0831 0735 0767 0481 0554 0470 1000 0600 D561 -01% 0713
USGGI0 0466 1000 03%5 0531 0372 0309 073 0552 -0317 0158 0318
KRW 0326 0406 0445 0133 0325 0051 0457 0037 003 0457 0470
CAD 0311 0073 0471 0351 0207 025 0232 0128 0152 0203 0564
PHP 0050 0732 018 0414 0116 -0086 0350 0235 0001 0338 0166
AUD 0828 0267 0894 025 0501 0465 -0663 0406 0546 0352 0885
NZD 097 062 0828 0671 0760 0728 0880 0761 0777 0472 0784
GBP 0953 0280 0879 055 0708 -0812 -06% 0719 0834 0532 0853
EUR 099 049 0929 0616 0671 0790 0829 0786 0823 0383 0884
Source: Bloomberg
G10 FX Heat Map
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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 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).
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