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FX Themes/Strategy/Trading Ideas — The week ahead

The USD reached a level just shy of 92.00 on Friday, before retreating back
towards the 91.50 region. The GBP underperformed its G10 peers as GDP
prints came in softer than expected, causing the market implied probabilities of
a May BOE rate hike to collapse further.

Going ahead, the shelf life of this latest episode of USD resilience may have to
be predicated on several developments: Firstly, it remains to be seen if long-
end US yields can continue to ascend or at least maintain resilience on any
downside dips. On this front, any ability to continue to hold within a 2.95%-
3.05% range for the 10y UST yield may continue to grant the USD
support. On the flip side, if the 10y decays below 2.95%, expect the recent
USD rally to fizzle and retrace.

On the macro front, note that the ECB and the BOJ remained fairly confident in
their economic and inflation prognosis in April. This view, we think, will be
increasingly echoed by other major central banks. Specifically, global central
banks seem content to downplay the recent deceleration in economic
momentum, while talking up prospects of an eventual attainment of inflation
targets in the medium term. Absent are any residual deflationary risks as the
global inflation environment continues to bottom out. As a result, expect global
yields to have likely found a floor for now.

This brings us to the second key development to watch out for. Since late
2017, the USD has had a dismal track record of benefitting from favourable
rate differential developments, a key factor for USD strength in the latter part of
April. Therefore, remain cautious towards overselling absolute yield and yield
differentials arguments as a source of USD strength. Supportive rhetoric from
companion central banks may eventually cause yield differential arguments to
be crimped, resurrecting the weak USD dynamic.

Thirdly, purely on technical grounds, an ability by the DXY to surmount the
92.00 handle may be required to keep the USD afloat. However, base
building behaviour within 91.00-92.00 may suffice in the coming weeks. Any
failure on this front may well confine the broad USD lower once again.

Finally, potential global trade tensions may dilute the above arguments, and
instead shackle global currency pairs in a range. Note that the FXSI (FX
Sentiment Index) has ventured back into Risk-Neutral territory. If trade
tensions re-occur, expect the majors to part ways. The USD may turn weaker
against the EUR and GBP, while prospects for the JPY and the cyclicals/lEM
FX would be dependent on the resultant impact on global risk sentiments.
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Asian FX

Implied equity and bond flows into Asia, as tracked by EPFR, remained mixed
in the latest week. Implied equity inflows firmed for North Asia, while continuing
to moderate in South Asia. Meanwhile, in terms of actual net portfolio flows,
South Asia continues to be plagued by persistent bond outflows. Improving
equity and bond inflows are seen in South Korea, perhaps in recognition to the
improving situation in the Korean peninsula leading up to the inter-Korea
summit. The positive outcome from the inter-Korea summit may impart some
tailwind to the KRW, but this will be predicated the optimism coalescing into a
sustained improvement in net portfolio inflows.

Despite the generalized moderation of net inflows in Asia (flipping to a net
outflow balance in selected countries) in recent weeks, note that the Asian
currencies have outperformed their G10 counterparts in the latest bout of USD
strength. We think this is afforded by the relatively sanguine risk appetite levels.
Another spike in risk aversion, especially if arising from US-Sino tensions, could
well see sentiment towards EM/Asia unravel rapidly. At this juncture, expect the
ACI (Asian Currency Index) to firm marginally on the back of improving risk
sentiments, pending further USD directionality arising from the May FOMC.

Indonesia: Bank Indonesia (Bl) Governor Agus Martowardojo noted that the Bl
“‘won’t hesitant” to use rate hikes to defend the IDR. This follows from the
Deputy Governor's comments earlier that rate hikes are a “last resort”. Note
however, that under the broad context of recent USD strength, IDR
depreciation does not appear excessive compared to other Asian currencies.

India: The Reserve Bank of India (RBI) lifted cap on foreign investment on any
government security to 30%, from 20%, and reduced the minimum residual
maturity to one year, from three years. This is the latest in a series of steps by
the RBI to open up the government bond market to foreign investors.

SGD NEER: The SGD NEER is softer this morning at around 0.63% above its
perceived parity (1.3320). Intra-day range may be denoted by the +0.40%
(1.3267) and +0.80% (1.3215) levels. Further USD strength into the FOMC may
put 1.3300 at risk. Nevertheless, expect the SGD may continue to outperform
the likes of the EUR, GBP, and the AUD in the near term.

CFETS RMB Index: Public holiday.
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CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Short term Asian FX views

Currency Bias Rationale

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

USD-KRW 1 Positive outcomes from the inter-Korea meeting, net bond inflow moderation, inflation/current account
surplus projection downgraded, BOK expected to remain neutral

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

USD-INR 1 RBI minutes more hawkish than expected, India placed on US Treasury’s watchlist, net portfolio inflows
evaporated, less aggressive fiscal borrowing plans, wider than expected March trade deficit, warmer than
expected March CPI, higher crude imposing drag on INR and govies

USD-SGD 1 NEER hovering around parity; MAS steepns NEER slope in April, pair buffeted by global trade tension
headlines, responding to firmer DXY

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

USD-IDR 1 Rating upgrade from Moodys to Baa2, Bl containing IDR volatility, would not hesitant to use rate hike to
defend IDR, even if it is regarded as a last resort, fundamentals intact, carry strategy under reassessment

USD-THB 1 BOT remains accommodative, net bond flows flipped into negative territory, equity outflows deepening

USD-PHP — Rating outlook upgrade by S&P, net equity outflows narrowing, 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
15 4 28
5 - z-score ) m% T -
Awk MA StrongerAsia FX 20
RISK OFF
10 - L3 15
05 4 L2 1.0
I \
0.0 T xu T AHA A T T T -1 ﬂ
ALY S P
05 0 05
10 WeakerAsia - 1.0
15 RISK ON
15 L2
N NN N NNNNINNDNNDNNNDN 0 ®© 0 o 20
A SO R A Y ¥ %3 % 3 3 4908 % 9 5 5 3
——Total Net Flows (20DRS)  —— ACI (RHS) ST L L B
Source: OCBC Bank Source: OCBC Bank
1M Correlation Matrix Technical support and resistance levels
DXY USGGI0  CNY  SPX MSELCAPF  CRY  JPY  CLL VX IRYEX CMH  EWR
o QTR i ox e oo on o © s oo mw
CNY 00 089 100 010 OM0 015 087 070 029 018 05 g EoRUSD 1.2013 1.2100 1.2125 1.2200 1.2303
T8 0810 084 092 017 0081 0505 0% 057 0508 0433 096 gy CBP-USD 13747 13767 13779 13800  1.4008
CHF 0859 0945 0787 0358 0075 0666 0945 0717 0687 0612 0722 87 AUD-USD 0.7530 0.7532 0.7563 0.7600 0.7737
DR 082 09 082 012  00% 050 0911 0605 0478 042 075 0789  NZD-USD 0.7025 0.7040 0.7070 0.7100 0.7176
ChH 0877 0608 0S5 017 030 009 0790 0169 0150 017 100 988 USD-CAD 1.2800 1.2815 1.2848 1.2900 1.2940
Py 0% 0587 087 024 006 067 L0 0682 5% 5L 010 082 ygp.jpy 106.87 109.00 109.12 109 54 109,58
W 078 09 072 03F 015 0619 0%l 071 671 0686 079 0752
IR 077t 0%L 0731 028 0089 0707 0828 O07% 0659 0614 060 -06%
D O7B 00 056 054 051 a0 03 o ozt o o0 o5 USD-SGD 13161 13200 13236 13289 13297
USGEI0 078 1000 06%9 0405 0179 075 0837 071 0688 0610 06 e EUR-SGD 1.6000 1.6020 1.6049 1.6080 1.6100
MYR 0691 0917 0703 0448 0219 07718 0904 0780 0758 0755 06¢4 061 JPY-SGD 1.2111 1.2115 1.2132 1.2149 1.2200
PHP 053 0703 0578 004 031 0188 067 0252 028 012 052 050 GBP-SGD 1.8200 1.8226 1.8238 1.8245 1.8300
KRW 04 06% 0589 025 0195 0612 0805 051 050 055 062 4% AUD-SGD 0.9999 1.0000 1.0010 1.0100 1.0182
GBP 096 055 0765 0205 0306 0073 0644 022 0066 0066 0701  08%
NID 004 0705 0814 06 024 025 0769 035 027 0165 0756 0910
AD 0% 0@ 082 0% 0% 013 07 028 oon o g5 o ©0d 1306.60 131340  1323.00 133046  1357.60
ER 098 068 09 0160 036 0095 082 0240 0165 009 088 L0 Silver 16.07 16.40 16.43 16.50 16.51
Crude 64.21 67.80 67.89 67.90 69.56
Source: Bloomberg Source: OCBC Bank
G10 FX Heat Map Asia FX Heat Map
AUD NID EIR GBP Y CAD 1) 6D WR JY CNY SGD MR KRW ~ TWD  THB PHP INR IDR

o o -
. B SR Il EEEENE.
CNY
. I I
o I N
» I .
- N .
: .
- D
N = e

Source: OCBC Bank Source: OCBC Bank

Treasury & Strategy Research 5



30 April 2018

Daily FX Outlook

&) ocBcBank

0.00

-1.00

-2.00

-3.00

12.00

10.00

-2.00
-4.00
-6.00

-8.00

25.00

20.00

15.00

10.00

-5.00

30.00

25.00

20.00

15.00

10.00

us
bps

3M 6M  12M 2y 3y 5Y

®1D change M 1W change

m 1D change M 1W change

China

6M 12m 3y 5Y
W 1D change M 1W change
India
bps.

3M &M 12m 2y 3y

m 1D change M 1W change

Thailand

W 1D change M 1W change

1oy

Government bond vield changes

0.00 -

-0.50

-1.00 A

-1.50

-2.00 A

-2.50 -

-5.00 -

50.00

-20.00 -

15.00

-10.00 -

bps

3M

bps

bps

1

6M

Eurozone

12m 2y 3y 5Y Y

® 1D change ™ 1W change

Australia

12m 2y 3y sY 7v
1D change M 1W change
Korea

6M

12m 2y 3y

® 1D change M 1W change

Indonesia

2y 3y 5Y 7Y
m1D change M 1W change
Malaysia

12m 2y 3y 5y 7Y

® 1D change ® 1W change

£

10y

3.00 A
2.00 4
1.00 1
0.00 +
-1.00 4
-2.00 1
-3.00 A
-4.00 A
bps

40.00 -
30.00 A
20.00 4
10.00 1
0.00 -
-10.00 1

10y

bps
10.00 4
5.00
0.00
5.00 -

0.60 7 bps
0.40 4
0.20 4
0.00 4
0.20
0.40
0.60 -
0.80
-1.00

6M

bps

0.00
-1.00
-2.00

-3.00

-5.00

bps

2m 2y

6M

Japan

£

3y 5Y s 1oy

® 1D change M 1W change

Canada

:

12m 2y 3y sY 7Y 1oy

® 1D change M 1W change

Taiwan

-0.50 A

-1.50

-2.00 -
2y

bps

3M

600.00 -

bps

500.00 -

400.00 -

300.00 -

200.00 -

100.00 1

3M

-

sY 1oy

m 1D change M 1W change

Singapore

- SRR S N3
Q o o o o [=3
o o o o o o

6M 12m 2y 5Y 10y

m 1D change M 1W change

Philippines

M 12m 2y 3y 5Y 7Y

m 1D change M 1W change

Treasury & Strategy Research



&) ocBcBank

30 April 2018 Daily FX Outlook
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 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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