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FX Themes/Strategy/Trading Ideas

The broad dollar consolidated on Thursday although the cyclicals continued to
underperform across the board as global equities tanked. This still left the DXY
sitting above 95.50 with the 10y UST vyield breaking above 3.20% to 3.232%. In
addition, US economic prints continue to show resilience, with initial jobless
claims coming in at a lower than expected (+207k), and factory orders also
beating expectations.

The past couple of sessions underlined the shiftiness of risk sentiments in
recent weeks, with our FX Sentiment Index (FXSI) now back in the middle of
Risk-Neutral zone, after touching the Risk-On boundary early week. Going
forward, this should favor the dollar and JPY.

Despite less than hawkish comments from the ECB’s Coeure, the EUR-USD
managed to firmed slightly as bunds (10y at >0.50%) underperformed USTs.
Nevertheless, aggregate yield differentials between the dollar and the rest of
the G7 currencies widened further (both in the short- and long-end), thus
providing further implicit support for the dollar.

Given the current positive nervousness towards the USD, tonight's US NFP
numbers (1230 GMT) may prove crucial in determining prospects for further
US curve steepening and the time path of the DXY. On structural note, given
the continued darkening clouds on the global macro horizon, expect investors
to remain suspicious towards the antipodeans.

In a nutshell, in line with our short term models, we’d favor a top heavy EUR-
USD and GBP-USD profile while bouncing any dips in the USD-JPY. As
alluded to above, markets may not hesitate to fade upticks in the AUD-USD
and take the pair lower in a hurry. Elsewhere, USD-CAD may be a stand out at
this juncture and remain on a slightly slippery slope given the recent positivity
attached to the loonie.

On the calendar today, watch for the ECB’s de Guindos (1100 GMT), and the
Fed’s Kaplan (1630 GMT) and Bostic (1640 GMT). German factory orders
(0600 GMT) and Canadian employment data (1230 GMT) also on tap.
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Asian FX

EM FX remained under the weather on Thursday against the USD with EM
equities in aggregate also sliding. In this environment, expect investors to
remain inherently on the long side with respect to the USD ahead of the NFP.
Regional rates meanwhile remain susceptible to US (and the other majors)
curve developments, with idiosyncratic macro/inflation dynamics on the
backburner for now.

Net portfolio flows meanwhile denote waning inflow momentum for South
Korea, Taiwan, although inflows for Thailand seem to be bouncing. India
meanwhile remains under implicit negative pressure amidst net outflow
momentum, while on a brighter note, net outflows for Indonesia and Philippines
are compressing.

The RBI today is expected to hike its benchmark repo and reverse repo rates
by 25bps while leaving the CRR unchanged.

SGD NEER: The SGD NEER dipped briefly below +1.0% by late NY but has
since bounced slightly to around +1.04% this morning in Asia. NEER-implied
USD-SGD thresholds are steady to a touch firmer and expect the pair to
bounce on dips within 1.3785-1.3850 intra-day.

CFETS RMB Index: China is away for holidays this week.

CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Short term Asian FX/bond market views

Currency Bias Rationale

USD-CNH (_)/T Expect inherent bouyancy in the pari stemming from the broad dollar complex. Premier Li indicates no intent
for competitive devaluation. Note however softening CFETS RMB Index of late. The FX vol curve has
softened but this belies the riskies continuing to lean in favor of the USD. Firm CPI readings may be
expected to keep the yield curves supported.

USD-KRW (_)/T BOK governor notes that monetary accomodation needs to be reduced. Finance Minister warns of further
potential weakness in labor markets. However, Sep CPI prints were warmer than expected.

USD-TWD PERN Expect to track North Asian trends in general; flow dynamics remain supportive amid recovering EM
sentiment.CBC remained static at its policy meeting in Spetember and is expected to remain so into 2019.

USD-INR T Monitor potential for rate hikes this Friday. Current account concerns for India plus the larger EM overhang
may continue to see outsized vulnerability of the INR. Latest FX measures did not surprise prior
expectations; net bond/equity outflows continue to deepen. Investors awaiting potential new administrative
measures.

USD-SGD (_)/ T Pause in broad USD momentum cap near term advances in the pair; balance of considerations may now tilt
towards external uncertainties in the MAS’s October decision. NEER may remain afloat above +1.00% if risk
appetite remains supported.

USD-MYR <> BNM static in September; MYR remains vulnerable in line with its peers. USD-MYR expected to test the 4.15
resistance but firmer global crude may serve to temper. Local curves also expected to firm in sympathy with
the US lead.

USD-IDR T Bl hiked another 25bps as expected in September. Authorities preparing further incentives for exporter

repatiration and bond investments.

USD-THB > BOT MPC members mulling a policy normalization timetable. We note however a lack of immediate inflation
risks. Note however that the BOT governor noted that there is currenlt no shift to a hwakish stance.

USD-PHP <_)/T BSP hiked another 50bps in September; BSP retains a hawkish stance, ready to hike further if inflation
remains tilted higher. Slower growth and firmer inflation prospects weigh on sentiment.

Source: OCBC Bank

USD-Asia VS. Net Capital Flows

Treasury Research & Strategy 3



5 October 2018

Daily Market Outlook

&) ocBcBank

South Korea

Taiwan

10000 1045 4000
1065
8000 3000
1085 2000
6000
1105 1000
4000 1125 0
1145
2000 -1000
1165
-2000
0 1185
1205 3000
-2000
1225 ~4000
-4000 5000
5 ~ 5 5 ® ® S ® 5 : > 5 % © © 4
& L iy & & W iy 0 < 0 iy & < 0 i 5
s £ = S K £ = o < < 2 o = < = ©
B NFB: Bond & Eq20DRS ~ —— USD-KRW B NFB: 20d RS —— USD-TWD
India Indonesia
63.0 13100
11000 5000
13300
9000
65.0 3000 13500
7000
13700
5000 1000
67.0 13900
3000
1000 14100
1000 69.0 14300
-1000 -3000 14500
71.0
-3000 14700
-5000
-5000 14900
73.0
-7000 - w 7000 15100
5 05 3 5 8 =2 2 o= 5 5 5 3 o= 9w = %
s g 2 8 = : 3 8 s 5 3 s 5 5 = 5
I NFB: Bond & EQRS 20D  —— USD-INR B Bond & Equity: 20DRS —— USD-IDR
Philippines Thailand
600 49.0 308
2500
400 50.0 2000 3138
1500
200 510 1000 3238
500
0
338
52.0 0
-200 -500
53.0 34.8
-1000
-400
| 358
54.0 -1500
-600 -2000 -
5 0% 5 5 8 = = o= 5 5 5% oy 8 = o= o=
8 g 3 8 8 g E 8 kK 2 2 8 5 g 2 3
B NFB: RS20 —— USD-PHP e e i e oo e
1500 -
1000 -
500 -
0 -
-500
1000 -
-1500 -
-2000 -
~ ~ ~ ~ 0 (=} 0 =]
b o = < < - = 5
= 3 = t" f= = = U
Source: CEIC, Bloomberg, OCBC Bank = 53 2 < = g 2 IS
B Equity 200RS  —— USD-MYR
ACI VS. Net Capital Flows FX Sentiment Index
Treasury Research & Strategy 4



&) ocBc Bank

5 October 2018 Daily Market Outlook
1 ‘z‘;;cko’\rAeA Stronger AsiaFX Im% [ -4 28

1.0 - P -3 2.0 RISK OFF
05 - m [ 2 15
00 A W/} \,\j Y

r AL y
W v VI 1 0 0.5
05 '
1 00 | | M
1.0 : T ' ' T L,JI’U
’ L2
-0.5
15 . L3
Weaker Asia FX
-1.0
20 - -4
: Z : ~N ~N N o4} [oo] 0 [+4] 00 15 RISK ON
— - — — — — - -
e T 3 3 8 & ¢ g 5 5 03 2
s & & 3 ¢ 5 & & ® 3 g < I < I < I < by < I
S22 “oz =2 2 o s 2 s 5 £ 5 5 3 £ 3
; = ; - v - v “t D el
—Total Net Flows (20DRS) —— ACI (RHS) - - - - -
Source: OCBC Bank Source: OCBC Bank
1M Correlation Matrix Technical support and resistance levels
DXY USGG10  CNY  SPX MSELCAPF  CRY  JPY  CLL  VIX MRYEX CNH  EWR
o S s % L7 s e socwe  m R
CHF 086 04 02 0l 0% 0% 06 0T 000 o o5 g SO USD 1.1467 1.1500 1.1510 1.159 1.1600
DR 0609 059 0108 02 023 075 069 06 009 0% os o5y  GBP-USD 12971 13000 13020 13100  1.3235
CNH 0463 0579 0812 02 0109 06 0701 064 0074 -03% 1 454 AUD-USD 0.7059 0.7063 0.7067 0.7100 0.7261
MYR 0413 03 0419 0713 0628 028 03 0303 0831 064 0163 045 NZD-USD 0.6463 0.6468 0.6469 0.6500 0.6633
THB 0268 0755 05 0909 045 0623 8% 0763 0807 0816 04 925  USD-CAD 1.2875 1.2900 1.2927 1.3000 1.3019
JPY 0157 0902 0677 0793 0169 0873 1 0947 -0613 -0675 0701 -0.248 USD-JPY 111.75 113.00 113.89 114.00 114.55
CAD 0114 0831 038 084 003 0731 0819 0816 0742 0708 0369 -0003
INR 011 0839 0668 046 0373 005 0754 0719 0265 0601 0693 -0.66
KRW 00 A4 036 064 0% D21 04 oas  o0g 03%  4m om  USD-SGD 1.3703 1.3800 1.3809 1.3821 1.3829
USGGI0 0% L 081 04 0005 073 0% 08% 051t A7 059 0on  EUR-SGD 15822 1.5890 15894 1.5900 1.6001
WD 0135 048 0617 0609 05% 0616 0737 071 058 051 053 013 JPY-SGD 1.2003 1.2100 1.2124 1.2200 1.2220
CNY 0181 062 1038 0177 057 067 058 4 0655 082 0169 GBP-SGD 1.7789 1.7900 1.7979 1.8000 1.8095
PHP 0287 0792 06% 0564 0165 058 068 067 042 7% 054 023  AUD-SGD 0.9751 0.9753 0.9758 0.9800 0.9950
ND 0782 019 0175 0563 068 003 002 0024 0513 572 0389 082
AUD 08 0L 008 0S% 067 009 008 00 OS5 049 0B 08K oo 1180.00 118596 119720 120000  1200.71
6BP 082 0399 042 045 0043 005 0157 0016 041 0683 002 074
ERR QL O 019 0% 00 O 028 QW 03 D Qs 1 Silver 13.91 14.50 14.60 14.60 14.66
Crude 74.00 74.50 74.80 76.63 76.90
Source: Bloomberg Source: OCBC Bank
G10 FX Heat Map Asia FX Heat Map
NID ER o8P Y CAD 1USD 60 WR Uso JY CNY SGD MR KRW  TWD  THB PHP INR IDR

o N - S ———

-l _HOEE N Sy EE . Ea
oo I N O O

- I -

- I N - -

- I N - .

- . N - .
THB --

. DN N o

« HINEEEE X EEEEEENE
| e

Source: OCBC Bank Source: OCBC Bank

Government bond vield changes

Treasury Research & Strategy 5



5 October 2018

Daily Market Outlook

&) ocBcBank

16.00
14.00
12.00
10.00
8.00
6.00
4.00
2.00
0.00
-2.00

-0.50

-1.00

-1.50

-2.00

-2.50

-3.00

-10.00 -

us
bps

=

3M 6M  12M 2y 3Y 5Y Y 10y

B 1D change M 1W change

UK

bps

L

3mM 6M 2m 2y 3y 5y 7Y 10y

m 1D change M 1W change

bps China

6M 12m 3y 5Y 10y

m 1D change M 1W change

India

bps

HH
o w &5 &
g8 8 8 8

3M 6M 2m 2y 3y 5Y 10y

m 1D change M 1W change

Thailand

bps
3m M 12m 2y EV sY 10v
= 1D change ™ 1W change

Eurozone
8.00 7pn¢
6.00
4.00 4
2.00 o
0.00
2.00 4
-4.00 4
6.00
-8.00 -
-10.00 1
-12.00 -
3M  6M  12M 2y 3y 5Y N 10Y
W 1D change M 1W change
Australia
8.00 7 bps
6.00
4.00
2.00
0.00 -+
-2.00
-4.00
-6.00
-8.00
3M 12M 2y 3y 3% v 10y
m 1D change M 1W change
Korea
b
9.00 7 °P°
8.00
7.00 |
6.00 -
5.00
4.00
3.00
2.00 -
1.00 o
0.00
3M 6M 12m 2y 3y 5Y 10v¥
® 1D change M 1W change
35.00 - Indonesia
bps
30.00
25.00 4
20.00
15.00
10.00
5.00
0.00
5.00
-10.00
-15.00 -
¥ 2y 3y 5Y 7Y 10
m 1D change M 1W change
bps Malaysia
5.00 -
4.50 A
4.00 1
3.50
3.00
2.50
2.00
1.50
1.00
0.50 4
0.00 -
3M M 12M 2y 3y 5Y 7Y 10v
m 1D change ™ 1W change

FX Trade Recommendations

Japan
4.50 4 bps
4.00 4
3.50 4
3.00 4
2,50 4
2,00 4
150 A
1.00
0.50 1
0.00
0.50
-1.00 4

6M 12m 2y 3y 5Y Y 10y

W 1D change M 1W change

Canada
16.00 bps
14.00 A
12.00 A
10.00 A
8.00 1
6.00 1
4.00 1
2.00 A
0.00 -

-2.00 1

-4.00 -

3m 6M  12M 2y 3y sY 7Y 10Y

1D change M 1W change

Taiwan

bps

2y sY 10Y
® 1D change M 1W change

Singapore
10.00 4 bps

8.00 1
6.00 A
4.00 1
2.00 A

0.00 A
|

-2.00 -

m 1D change M 1W change

Philippines
100.00 1
80.00
60.00
40.00

20.00 1

-20.00 -
-40.00 -
-60.00 -

-80.00 -

-100.00 -

m 1D change ™ 1W change

Treasury Research & Strategy



&) ocBcBank

5 October 2018 Daily Market Outlook
Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1| 11-Sep-18 B GBP-USD 1.3056 1.3325 1.2920 Positoning ahed of BOE MPC and
positivty from Brexit news flow
3| 20-Sep-18 B USD-JPY 112.89 114.65 112.00 USD-JPY responsive to firmer US
rates
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 07-Sep-18 12-Sep-18 B USD-CAD 1.3137 1.3020 USD resilience, NAFTA uncertainty -0.89
2| 10-Sep-18 13-Sep-18 S USD-JPY 111.05 111.95 Risk of further global market -0.81
uncertainty
3 | 04-Sep-18 19-Sep-18 S AUD-USD 0.7190 0.7275 Vulnerability to contagion, static -1.18
RBA
2 | 20-Sep-18 28-Sep-18 B EUR-USD 1.1702 1.1600 Risk appetite recovery, rate -0.87
differentials on back burner
* realized, excl carry

Treasury Research & Strategy 7



. &) ocBcBank
5 October 2018 Daily Market Outlook

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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