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Market Themes/Strategy/Trading Ideas

The majors ended mixed against the USD amid Trump’s latest criticism of the Fed
(rates are too high) and the undervaluation of other currencies (the EUR was
mentioned). GBP rose against the USD and its peers on supportive data points
and mixed BOE rhetoric. With wobbly US equities, the FXSI (FX Sentiment Index)
inched higher within Risk-Neutral territory.

Trade tensions in focus. On Sino-US trade matters, Trump also confirmed that
he is personally holding up the deal until the G20 meeting (and China returns to
terms it had reportedly reneged on) but so far, Chinese authorities have not
confirmed the Xi-Trump meeting. Expect investors to remain antsy with US
Commerce Secretary expecting ho major breakthrough deals, while official rhetoric
from China continues to harden.

Look to China May CPI (0130 GMT) and US May CPI numbers today (1230 GMT)
while we continue to look to central bank appearances for further cues. On this
front, we have the ECB’s Muller at 0800 GMT and Draghi at 0815 GMT, the RBA’s
Ellis at 0900 GMT, and the ECB’s Guindos and Coeure at 0900 GMT and 1215
GMT respectively.

Stay supported on the EUR-USD and heavy on the USD-CAD in the interim
but simmering trade tension uncertainty may continue to keep the likes of
the AUD on an unsteady footing.

EUR-USD Firming stance. Despite short term implied
valuations consolidating slightly lower, we’d
prefer to bounce dips in the EUR-USD on
approach of 1.1300 while the 200-day MA
(1.1364) remains a near term resistance.
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Top heavy range. Short term implied
valuations for the USD-JPY continue to look
supported but potential for USD vulnerability
and/or risk aversion imply that a top heavy
posture may continue to be preferred within
108.00-109.00.

Neutral/heavy. Short term implied valuations
for the AUD-USD are beginning to decay and
this may continue to impose a near term ceiling
on the pair. Watch for further developments
from the China data and Sino-US trade front for
further cues. In the interim, expect a tendency to
be heavy within 0.6900-0.7000.

Stabilizing. Positive reads from Apr/May labor
market numbers may be near term supportive
but markets received mixed cues from the
BOE’s Broadbent, Saunders and Vlieghe on
Tuesday. Meanwhile, short term implied
valuations are looking to find a bottom and the
pair may continue to bounce on dips within
1.2650-1.2750 for now.

Softer. Downside scope for the pair we think
remains in play (barring a further slide in crude)
with short term implied valuations for the pair
still searching south. Preference to fade any
updie departure from the 200-day MA (1.3275)
towards for 1.3300 for 1.3250 instead.
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Asian Markets

e USD-Asia: Range-bound, slight bias higher. Positive EM/FX equities from overnight (Chinese
stocks boosted by further selective accommodation via infrastructure spending) and a heavy USD-
CNH may give the USD-Asia a weighted posture on an intraday basis. Beyond the immediate horizon
however, USD-Asia may be trapped between a softer USD profile on one hand, and weaker macro
prints (note China CPI prints in-line with expectations) and escalating trade tensions on the other.
Overall, we think this will leave the USD-Asia largely flat for now.

e USD-CNH topside may be capped for now. The PBOC continued to set the USD-CNY midpoint
lower than the market expectations / model-driven estimates this morning. If this pattern persists, we
think it underscores the determination by the PBOC to keep the USD-CNY and USD-CNH stable.
Couple this with a lack of USD-positive impetus for now, we think the USD-CNH spot may remain
reluctant on the upside at this juncture. Nevertheless, the CFETS RMB Index has continued to slip,
and now stands sub-93.00. There is still room before the near-term floor at 92.00 level, though it is
worth considering whether the “floor” will still exist under worsening trade tensions. For a more
detailed RMB view, please see the OCBC FX Viewpoint — Renminbi Pause.

e USD-SGD: Fade upticks for now. The USD-SGD faded slightly to hover around the 55-day MA
(1.3637). The pair may continue to be cushioned above 1.3600/10, though the heavy posture may
persist, pending further developments. On the topside, 1.3680 may be a near term cap. The SGD
NEER firmed slightly in response, standing at +1.50% above its perceived parity (1.3838). NEER-
implied USD-SGD thresholds turned lower on the day. Watch retail sales data release later today

(0500 GMT).
FX Sentiment Index Technical Support and resistance levels
25
S2 S1 Current R1 R2
20 RISK OFF EUR-USD 1.1219 1.1300 1.1328 1.1348 1.1380
GBP-USD 1.2603 1.2700 1.2718 1.2776 1.2800
15 AUD-USD 0.6865 0.6900 0.6951 0.7000 0.7009
0 NZD-USD 0.6482 0.6500 0.6573 0.6600 0.6623
USD-CAD 1.3256 1.3275 1.3285 1.3300 1.3412
05 A m USD-JPY 107.82 108.00 108.46 109.00 110.38
00 " il 1 F UsD-sGD 1.3570 1.3600 1.3645 1.3646 1.3654
os EUR-SGD 15314 1.5400 15457 1.5465 1.5480
JPY-SGD 1.2468 1.2500 1.2580 1.2600 1.2683
10 GBP-SGD 1.7266 1.7300 1.7354 1.7400 1.7570
RISK ON AUD-SGD 0.9442 0.9460 0.9485 0.9500 0.9530
-15
n n [} o ~ ~ [ee] 0 o
¢ 3 I % 0§ 3 ¢ 3 £ Gold 129185 130000 132690  1347.70  1349.10
4 < 4 < 4 B 4 < 4 Silver 14.25 14.70 14.76 14.79 14.80
Crude 50.60 52.40 52.47 52.50 59.65
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| 14-May-19 S AUD-JPY 76.12 73.90 77.20 Escalating Sino-US trade tensions
2| 07-Jun-19 B EUR-USD 1.1266 1.1465 1.1165 Pitting the ECB against the FOMC
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 19-Mar-19 16-May-19 Long 2M USD-SGD 25-delta strangle Relatively depressed vol surface 0.06
Spot ref: 1.3508; Strikes: 1.3618, 1.3371; Exp: ahead of imminent global
16/05/19; Cost: 0.41% headline risks
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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).

Co.Reg.no.:193200032W
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