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FX Themes/Strategy/Trading Ideas

The dollar ended largely unchanged against the majors on Thursday with the
EUR-USD a touch lower following the ECB council meeting. Elsewhere, the
SNB also remained static (with inflation forecasts downgraded) as widely
expected but with the SNB’s Jordan stating that there is room to cut rates if
necessary. On other fronts, USD-JPY also gained as global trade tensions
continued to be kept at bay.

However, note front-end bund (and UST) yields dipped on Thursday despite
some upside recovery at the back-end. In the near term, the global back-end
(yields) may continue to stabilize (including in China) in tandem with the
guidance provided by the US curve. However, we’d increasingly focus on
the potential for volatility in the global front-end as we head into 2019,
especially if global central bank expectations surrounding policy
normalization continues to get re-jigged. To this end, note that short-end
(TU) Treasury futures remain poised to head higher at this juncture.

As expected, the ECB terminated its asset purchase program with Draghi
describing the risks surrounding the economy as “broadly balanced” but
“moving to the downside”. Growth and inflation projections for 2019 were also
lowered as expected. Meanwhile, rhetoric surrounding reinvestment of
maturing bonds (timeframe remains noncommittal) and prospects for an
eventual rate hike (to be kept static through summer 2019) were not materially
altered.

In spite of slightly shaky EZ/US, the FXSI (FX Sentiment Index) still managed
to edge marginally lower within Risk-Off territory on Thursday. The Index has
demonstrated an improvement of risk appetite levels over the past week but
investors are likely to remain inherently cautious into the end of the year,
especially with the FOMC next week.

In the European complex and post ECB, we’d expect the EUR-USD to be
slightly top heavy into the end of the week, with GBP-USD still trapped in
arange pending any further headline risks from the EU Summit.

Despite some containment on the global trade friction front at this
juncture, upside for the AUD-USD may remain fleeting Nov CBA PMiIs
deteriorated from the prev month). Elsewhere, continue to expect the
USD-JPY to grind higher on implicit rate differential support and with
outlook readings from the latest Tankan dipping.
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Asian Markets

Wobbly Asian equities early Friday coupled with overnight price action may see
USD-Asia on a supportive tone intra-day.

On the Asian net portfolio flow front, strong net bond inflows continued to be
registered for South Korea while Taiwan remains laden by recent net equity
outflows. In the south, latest outflows (bond and equities) are finally
manifesting in the data for India, with the net inflow environment (on a rolling
sum basis) moderating. As mentioned previously, the net inflow environment
for Indonesia has compacted significantly of late, largely under the weight of
net bond outflows. The environment in Thailand remains relatively more staid,
with net inflows incrementally higher — underscoring the recent outperformance
of the THB.

SGD NEER: The SGD NEER is a touch softer on the day at around +1.97%
above its perceived parity (1.3985). NEER-implied USD-SGD thresholds are
also firmer on the day. A discretionary bias for USD-SGD may continue to
remain absent with the 55-day MA (1.3763) limiting while 1.3660 should
support intra-day.

CFETS RMB Index: This morning, the USD-CNY mid-point came in at a higher
than expected 6.8750 from 6.8769 yesterday. This resulted in the CFETS RMB
Index gaining to 93.283 from 93.193 on Thursday. Structurally, for 2019, we
expect back-end CNH vols (6M for e.g.) to continue realizing higher as
authorities continue to ensure the renminbi’s valuation remains synced
with underlying fundamentals..

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 (_)/\L Beijing taking actions (soybeans) to implement the Xi-Trump trade truce, adding to market positivity over a
thawing of tensions. 3Q GDP numbers “disappointed ”. PBOC’s quarterly monetary policy report sounding
accommodative. Core view remains that the exchange rate mechanism may serve as an escape valve for
trade-war and economic deceleration concerns. Nov CPI/PPI and official PMI prints underperform. Nov
monetary aggregates indicate some stabilization after the recent deterioration but govie and NDIRS curve
may remain soggy.

USD-KRW > BOK hiked 25bps as expected in November with the hike characterized as a one-off dovish hike by markets.
3Q GDP and Oct industrial production readings came in lower than expected. Nov CPI prints also in-line to
softer.

USD-TWD H/l CBC remained static at its policy meeting in September and is expected to remain so into 2019. Govie (and
NDIRS) yields slightly more underpinned. CBC governor ambivalent on the benchmark rate. Some CBC
members looking towards policy normalization to afford the authority eventual downside wiggle room.

USD-INR PERN A miss on Nov CPI adds on to the softer than expected 3Q GDP print. RBI static in Dec, with accompanying
rhetoric signaling a pull back of rate hike expectations if inflation does not materialise (inflation forecasts
revised lower). Brewing political uncertainty, after the loss in three key state elections, ahead of the 2019
nationwide elections. First comments by new RBI governor served to allay fears on RBI independence, but
suggest some dovish inclinations.

USD-SGD > MAS steepens the NEER’s slope again in October. With the NEER remains near its upper boundary, expect
declines in the pair to track downside in the broad USD, and not as a result of explicit SGD strength. 3Q
GDP numbers disappoint. SGS and IRS yields continue to fluctuate with US yields.

USD-MYR <« The mid-term review of the 11th Malaysia Plan saw growth forecasts downgraded and with the previous plan
to achieve a balanced budget by 2020 scuppered, replaced by an projected -3.0% deficit. BNM static in
November,highlighting the drag from the fiscal front. Frosty market reception to the latest budget
announcement (significantly larger than expected 2018 budget deficit penciled in).

USD-IDR PERN Note recent outflow pressure for bonds, underpinning govie yields. The Nov hike is positioned as a pre-
emptive move to keep pace with (or stay slightly ahead of) the Fed in terms of normalization path, with the BI
expected to stay pre-emptive and ahead of the curve in 2019. Bl resumes intervention at the FX and bond
markets.

USD-THB <_)/l BOT unchanged at Nov MPC, but shows an inclination towards a Dec hike, rather than Feb. Any rate hike
should be viewed as a step back to neutrality, rather than a turn towards hawkishness. Latest global yield
developments may however erode any urgency to normalize monetary policy. Stronger than expected
rebound in Oct exports offset weak 3Q GDP print. Nov CPI dipped back below the BOT’s target range,
potentially complicating the Dec rate hike outlook again. Govie yields touch softer but lag softening IRS
yields. General elections scheduled for 24 Feb 2019, with clarity on this front possibly supporting investor
confidence in Thai equities and bonds.

USD-PHP <« BSP remained static at their policy meeting in Decemberas expected with the central bank highlighting
receding inflation pressures (inflation forecast revised lower). 3Q GDP prints below expectation on slower

consumer spending. BSP expected to stand pat in December.

Source: OCBC Bank
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ACI VS. Net Capital Flows FX Sentiment Index
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FX Trade Recommendations

Inception B/S  Currency Spot/Outright  Target Stop/Trailing Stop Rationale
TACTICAL
1| 23-Oct-18 B 3M USD-THB 32.780 33.500 32.400 Vanishing net inflows, firmer USD,
fragile risk appetite
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1| 13-Nov-18 14-Nov-18 S EUR-USD 1.1230 1.1035 1.1330 Italian fiscal uncertainty, USD -0.89
underpinned by FOMC prospects
2 | 09-Nov-18 16-Nov-18 B USD-JPY 113.88 113.00 Rate differential support for the -0.77
USD, epecially post-FOMC
* realized, excl carry
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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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