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Friday, May 10, 2019
Market Themes/Strategy/Trading Ideas
e Amid a flurry of headlines from US and China, market jitters and USD strength

reversed slightly by late NY on Thursday although we note that the CHF and the
JPY still managed to retain the bulk of their intra-day gains.
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e Still negative EZ/US equities coupled with North Korean missile headlines and US-
Iran tensions, the FXSI (FX Sentiment Index) continued to shrink higher within
Risk-Neutral territory. Elsewhere, UST (and other core govie) yields eased on a
safety bid. This week, risk premiums (especially in EM) have pushed noticeably
wider and carry strategies have turned south (both in G10 and Asia), pointing to
towards an acute adjustment in the market’s risk appetite demeanor.

e Headline watching. For today, Sino-US trade talks are currently still underway
with the 0401 GMT tariff deadline apparently still live. If the tariffs are enacted
today, expect any retaliatory responses from China even as talks may be expected
to drag beyond Friday. As such, market participants may in the interim remain less
than enamored with risk-taking behavior. On the calendar, look also to the RBA’s
Statement on Monetary Policy at 0130 GMT, while central bank rhetoric comes in
the form of 5 ECB and 3 Fed appearances today. On the data front, US April CPI
and Canadian labor market numbers are due at 1230 GMT.

EUR-USD Stabilizing. EUR-USD’s short term implied
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USD-JPY Heavy. Short term implied valuations (and
technicals) for the USD-JPY remain under
negative pressure but much will hinge on risk
appetite volatility into the end of the week.
Expect a 109.70-110.30 range to prevail in the
interim.
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AUD-USD Top heavy still? The RBA’s Monetary Policy
Statement this morning did not reveal an unduly
sour outlook (despite the downgraded GDP/CPI
forecasts) and the pair may continue to look to
Sino-US headlines for cues. Despite yet heavier
short term implied valuations, 0.7000 may
anchor for now but 0.6925 may remain within
reach if global negativity spikes again.
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GBP-USD Familiar ranges. GBP-USD may orbit its 100-
i day MA (1.3007) with short term implied
valuations still stuck in a neutral rut. Cross party
138 talks continue with little clear resolution in sight.
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USD-CAD Rangy. Conflict between suppressed implied
158 short term implied valuations for the USD-CAD
136 and actual price discovery may continue to keep
12‘2’ the pair trapped in rcent ranges. Apart from risk
130 appetite gyrations, look to the Canadian labor
128 market numbers for further guidance. A 1.3400-
126 1.3500 range may continue to prevail.
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Asian Markets

e USD-Asia: Epicenter. EM FX melted lower against the USD as risk appetite continued to dwindle
on Thursday but managed to stabilize retrace slightly in line with the majors into the end of the
global day. After breaching 6.8600 briefly overnight, USD-CNH also managed to capitulate lower
slightly. Ahead of the Sino-US related headlines today, expect investors to remain benched but
cautious of discrete 2-way volatility.

e China’s April CPI/PPI numbers continue to indicate implicit price pressure within the economy while
credit creation/monetary aggregates, although slightly disappointing continue to imply an attempt at
stabilization. On other fronts, against a backdrop of disappointing 1Q GDP numbers, the BSP
delivered 25bps cuts to its benchmark rates as widely expected (telegraphed). For today, look also
to 1Q current account numbers from Indonesia and China.

e USD-SGD: Underpinned. This morning, the SGD NEER is flat to softer at +1.56% above its
perceived parity (1.3840) with NEER-implied USD-SGD thresholds easier on the day. The 200-day
MA (1.3652) remains in sight while dips may floored at 1.3620 pending Sino-US headlines today.

FX Sentiment Index Technical Support and resistance levels

25

S2 S1 Current R1 R2

20 RISK OFF EUR-USD 11100 11118 11130 11136  1.1200
GBP-USD 12866 12881 12890 12900  1.2961

1 AUD-USD 07000 07015 07019 07100  0.7107
0 NZD-USD 06600 06607 06636 06700  0.6728
USD-CAD 13337 13400 13477 13483  1.3500

05 h USD-JPY 11131 11151 11168 11200 11235

00 WAU ' USD-SGD 13543 13600 13616 13617 13652

o5 EUR-SGD 15150 15153 15154 15200 15280

JPY-SGD 12100 12167 12191 12200  1.2212

10 GBP-SGD 17521 17547 17551 17600  1.7694

RISK ON AUD-SGD 09542 09546 09557 09600  0.9625
-15
i 0z ¢ 3 § o3 0§03 % Gold 126423 126600 127580  1299.97  1300.00
I a4 i R 3 Silver 14.77 14.90 14.94 14.98 15.00
Crude 61.11 64.70 64.79 64.80 66.60
Source: OCBC Bank Source: OCBC Bank
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Trade Ideas
Inception B/S  Currency Spot/Outright  Target Stop/Trailing Stop Rationale
TACTICAL
1] 24-Apr-19 S GBP-USD 1.2933 1.2495 1.3155 Sutained Brexit uncertainty and
pressure to oust PM May
STRUCTURAL
2 | 19-Mar-19 Long 2M USD-SGD 25-delta strangle Relatively depressed vol surface
Spot ref: 1.3508; Strikes: 1.3618, 1.3371; Exp: ahead of imminent global
16/05/19; Cost: 0.41% headline risks
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 05-Mar-19  11-Apr-19 S AUD-USD 0.7074 0.7159 Potentially dovish RBA, macro -1.13
conditions soggy
2| 15-Apr-19  24-Apr-19 B AUD-USD 0.7167 0.7055 Near term recovery in global -1.61
macro sentiment
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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 I, as implemented in any jurisdiction).
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