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e Risk deterioration. As US trade tensions escalated (China announced retaliatory
tariffs), the cyclicals led the way lower against the USD while the JPY and CHF
also outperformed across the board. On the Fed front, note that most speakers,
including Rosengren and Bostic, remained non-committal on the effect on the trade
tensions, save for indicating increased uncertainty and inflation pressures might
rise. The main drift of the Fed rhetoric remains one of a broadly firm US economy
(in spite of some mixed signals) allowing for more patience on rate moves.

e The sell-off in global equities on Monday meanwhile also sent the FXSI (FX
Sentiment Index) significantly higher within Risk-Neutral territory with the US 3/10
curve inverting again.

e Fed-speak today includes Williams (0715 GMT), George (1645 GMT), and Daly
(2200 GMT). In the interim, expect sustained global trade tensions to act as
refrigerant on investor sentiment, keeping implicit negative pressure on the
cyclicals/lEM/Asia. On a relative basis, something like the EUR-AUD may have
legs yet on the upside if tensions continue to simmer.

EUR-USD Stabilizing. Not unexpectedly, the EUR proved
128 4 slightly more resilient on Monday (expectations
- for the Fed to soften in the face of heightened
122 trade tensions) but this outperformance may not
1201 last if rumblings of US tariffs and counter tariffs
" from the EU continue to grow. Short term
114 implied valuations for the EUR-USD remain
112 supportive and investors may pick bottoms on
i s icezszzzgaaa dips towards 1.1200 with the 55-day MA

232333:32:83%¢ (1.1258) capping for now.
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USD-JPY Heavy. The USD-JPY’s downside in the
currrent episode has been relatively measured
despite the significantly pressured short term
implied valuations of the pair. The 109.00 floor

He we think will continue to be contemplated
108 pending further headline risks.
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AUD-USD Down under. The next downside frontier for

AUD-USD is expected at 0.6900 for now with
short term implied valuations still on a distinctly
negative gradient over the past few sessions.
Upside resistance may be expected on any
bounce towards 0.6980.
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GBP-USD Heavier. The apparent collapse of cross-party
talks also dragged the GBP-USD below 1.3000
on Monday. Sentiment towards the domestic
political situation may potentially sour further
and short term implied valuations are now
attempting to tilt lower. Any lost of traction at the
200-day MA (1.2958) risks 1.2880.
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USD-CAD Conflicted. Range bound behavior may persist

158 with the CAD a victim of its sensitivity to global
136 trade tensions. Expect investors to comntinue to
12‘2’ bounce dips within 1.3400-1.3500.
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Asian Markets

e USD-Asia: Near-term pressures not abating yet. USD-CNH strengthened above 6.9000 to near
6.9200 overnight while EM FX/equities also melted lower against the greenback. Apart from
continued vulnerability of Asian currencies to USD resilience, Asian govie yields may also track core
yields lower (with Indonesia the exception) with already chatter about another liquidity injection from
the RBI. Meanwhile, expect regional central banks to remain on hand to temper excessive market
volatility.

e No buffer for USD-Asia from portfolio flows. On the net portfolio flow front, net inflows into
South Korea remain underpinned (bond inflows strengthening even as net equity inflows collapse)
while net equity inflows into Taiwan have moderated to an almost neutral position. India is also
sitting on a near neutral balance (weakening net equity inflows balancing out net bond outflows). On
other fronts, net outflows for Thailand meanwhile continue to deepen gradually as with net equity
flows having flipped to a net outflow situation, joining negative bond flows.

e USD-SGD: On to a higher plane? The SGD NEER collapsed to around +1.24% above the
perceived parity (1.3879) overnight, before recovering this morning to +1.38% above parity this
morning. The NEER-implied USD-SGD thresholds tracked the broad USD higher. In the coming
sessions, expect the SGD to stay in lockstep with the RMB complex. With the 200-day MA (1.3652)
taken out swiftly yesterday, expect the USD-SGD to flirt with the 1.3700 level going forward, with the
dips perhaps supported near 1.3650.

FX Sentiment Index Technical Support and resistance levels
S2 S1 Current R1 R2
RISK OFF EUR-USD 11132 11200 11233 11249  1.1283
GBP-USD 12900 12958 12961 13000  1.3081
AUD-USD 0.6908 06940  0.6954 07000  0.7078
NZD-USD 06527 06548  0.6585 06600 06718
USD-CAD 13393 13400 13473 13500  1.3521
USD-JPY 109.02 10927 10957 11000  111.18
USD-SGD 13600 13652 13692 13697  1.3700
EUR-SGD 15300 15361 15380 15400  1.5421
JPY-SGD 12250 12400 12496 12500  1.2519
GBP-SGD 17690 17700 17745 17750  1.7800
AUD-SGD 09485 09500 09521 09600  0.9604
n n © © ~ ~ © o o

: 3 ¢ 3§ 3 i i i Gold 129857 130000 130010  1307.10  1400.00
2 4 i 4 3 4 2 4 2 Silver 14,59 14.70 14.71 14.80 14.93
Crude 60.69 61.10 61.18 61.20 61.38

Source: OCBC Bank Source: OCBC Bank
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Trade Ideas
Inception B/S  Currency Spot/Outright  Target Stop/Trailing Stop Rationale
TACTICAL
STRUCTURAL
1| 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| 15-Apr-19 24-Apr-19 B AUD-USD 0.7167 0.7055 Near term recovery in global -1.61
macro sentiment
2| 24-Apr-19 03-May-19 S GBP-USD 1.2933 1.3155 Sutained Brexit uncertainty and -1.64
pressure to oust PM May
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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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