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Market Themes/Strategy/Trading Ideas — The week ahead

With President Trump promising another summit with Chinese President Xi
Jinping, markets performed in classic fashion with positive investor sentiment
pulling the dollar (and JPY) lower against most of the majors on Monday. Not
surprisingly, the AUD (and NZD) outperformed against their peers. USD-CAD
however rose towards the 1.3200 handle as crude dived (WTI < 56.00).
Elsewhere, UST yields ended the day firmer with most of other core curves in
tow.

Late Monday/early Tuesday, the GBP-USD spiked higher after news emerged
that PM May is considering a delay to Brexit and crucially, potentially avoiding
a no-deal crash out of the EU. Expect headline risks for the pound on Tue-Wed
to run particularly high as the UK parliament discusses and votes on several
Brexit-related motions. Note that the front-end of the vol surface has
already been attempting to imbue background positivity for the GBP.

With regards to the Korean peninsula, the 27-28 Feb summit in Hanoi may
provide scope for distraction and a positive news feed may further fuel USD
vulnerability.

The FX Sentiment Index (FXSI) ticked slightly higher but remained
entrenched in Risk-On mode with cross-asset EM risk premiums compressing
in recent sessions. With much positivity baked in for now, we would remain
watchful for any fading euphoria pending further news flow.

In the current environment, expect the DXY to remain top heavy with the 100-
day MA (96.422) and the 55-day MA (96.382) still acting as crucial supports.
Risk appetite drivers however may remain more relevant at this juncture and
for US-centric cues, look to Powell’s testimony before the Senate Banking
Committee at 1445 GMT.
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Asian Markets

EM equities (notably China-related equities) popped higher on Monday while
the USD-CNH also settled lower around the 6.6800 neighborhood. After
grinding lower on Monday, USD-Asia may continue to take the lead from
resilient EM FX (see the ZAR) and prevailing positive sentiment.

Investor positivity is expected to continue to radiate from the Chinese front in
the near term with the renminbi complex now uncharacteristically leading the
other regional FX against the USD in the current episode. We look for levels
to be tactically engaged for a negative USD-CNH gradient in the near
term, especially with the DF curve having resurfaced back above par.

On the portfolio flow front, net inflows for South Korea and Taiwan are still
holding up at significantly positive levels. Meanwhile, net inflows for India may
be recovering smartly on the back of a jump in net equity inflows. On other
fronts, net portfolio flows for Thailand are compressing with net equity inflows
showing signs of a revival.

SGD NEER: The SGD NEER stood at around +1.82% above its perceived
parity (1.3737), with implied USD-SGD thresholds staying depressed. Jan CPI
readings (headline and core) came in softer than expected, while the MAS/MTI
2019 headline inflation forecast was cut to 0.5%-1.5% from 1.0%-2.0%.
Nevertheless, generalized USD vulnerability and a heavy USD-CNH may keep
the SGD NEER pinned around the +1.80% handle at this juncture. Industrial
production data scheduled today (0500 GMT).

CFETS RMB Index: The USD-CNY midpoint came in below the 6.7000 mark
and within expectations, at 6.6952 this morning, compared to 6.7131 on
Monday. The CFETS RMB Index’s appreciation continues unabated, with the
latest print at 94.98 from 94.81 previously.

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

USD-Asia | 10y govie (%) | Rationale

China l (_>/T 7-day repo rate stabilizing. While further rate cuts cannot be ruled out, recent comments
on flushed interbank liquidity by senior officials may reduce those odds in the near term.
4Q GDP as expected at 6.4% yoy. Dec monetary aggregates show new yuan loans and
aggregate financing beating expectations. Jan CPI/PPI surprise on the downside. Dec
industrial profits deteriorate further at -1.9% yoy. Dec retail sales and industrial
production in-line to stronger than expected. Jan PMIs improve but Caixin PMIs weaken
further. Jan trade momentum surprises on the upside; await Feb figures for better clarity.

S. Korea (_)ll > Geopolitical tensions easing with CDS on govies nearing historical lows. BOK static in
January, but downgraded 2019 growth and inflation forecasts further. BOK to retain
accommodative stance, but has ruled out a rate cut for now. Jan CPI (headline and core)
softer than expected again. Dec exports go into contraction at -1.2% yoy. Jan
manufactuirng PMI deteriorates further to 48.3. Nov current account surplus shrank to
lowest level since April. 4Q GDP higher than expected at +3.1% yoy on the back of fiscal
support. Jan unemployment jumps to 4.4%.

Taiwan (_)/l (_)/l 4Q GDP disappoints at +1.78% yoy. CBC static at 1.375% in Dec 2018. CBC governor
ambivalent on the benchmark rate. Some CBC members looking towards policy
normalization to afford the authority eventual downside wiggle room. Jan manufacturing
PMI drops to 47.5. Jan CPI readings surprise on the soft side. Dec exports orders slump
-10.5% yoy. Jan exports contract less than expected.

India (_)/l (_)/T RBI delivered a surprise 25 bps cut in Feb and shifted back to neutral stance. Room to
bull steepen in the near term on possibility of further cuts, while the back-end remains
constrained by fiscal slippage concerns. Jan CPI (including core) was cooler than
expected, although RBI sees core inflation sticky at a high 6%. 3Q GDP weaker than
expected. Jan manufacturing PMI improves to 53.9. Dec mechandise trade deficit wider
than expected on firmer crude. Elections due Apr/May 2019.

Singapore (_)/i > SGD NEER veering away from the extreme end of its fluctuation band. Expect
movements in the USD-SGD to track broad USD prospects. 4Q GDP surprises on the
downside at 1.6% saar. Jan NODX disappoints at -10.1% yoy. Jan 19 CPI readings
cooler than expected. Dec IPI disappoints at +2.7% yoy.

Malaysia (_)Ii i BNM static at 3.25% in Jan 2019 and is expected to be static through 2019. Jan CPI
pinted a deepr than expected -0.7% yoy. Dec manufacturing PMI falls to 47.7 from 48.4.
Dec exports and industrial production numbers outperformed. Jan CPI shows stronger
than expected negative price pressures. 4Q GDP surprises on the upside at +4.7% yoy.

Indonesia (_)Il H/l« Bl static at Feb meeting, refrained from reiterating previous “hawkish” intent, replaced
with an emphasis on external stability (ie. containing current account deficit and
maintaining a sufficient yield buffer) while exploring further macroprudential measures;
still sees IDR as undervalued. Jan CPl mixed, export/import performance mixed and
trade deficit slightly wider than expected. 4Q18 CA deficit widened more than expected.
4Q GDP better than expected. Elections slated for 17 April 2019.

Thailand PERN T BOT kept rates unchanged in Feb. Accomodative policy “still appropriate”, 2 of 7
members voted to hike; subsequent minutes reveal that policy is still tilted towards hikes.
BOT comments on recent THB appreciation may recur if the THB continues to
strengthen. Jan customs exports underperformed. Jan headline and core inflation in-line
with expectations. Elections scheduled on 24 March, with uncertainties heightening. 4Q
GDP at a better than expected +3.7% yoy.

Philippines l BSP warns against premature easing and remains on the hawkish side despite being
static in Feb. 4Q GDP below expectations at 6.1% yoy. Dec exports underperformed
expectations at -12.3% yoy. Dec manufacturing PMI weakens to 53.2 from 54.2. Dec CPI
softer than expected at +5.1% yoy. 2018 fiscal deficit likely widened to 3.1%.

Source: OCBC Bank
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South Korea

USD-Asia VS. Net Capital Flows

Taiwan
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ACI VS. Net Capital Flows

FX Sentiment Index
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Trade Ideas
Inception B/S  Currency Spot/Outright  Target Stop/Trailing Stop Rationale
TACTICAL
1] 23-Jan-19 B GBP-AUD 1.8159 1.8745 1.7865 Contrasting risk profilesin the
near term
2| 11-Feb-19 S EUR-USD 1.1325 1.1120 1.1430 Darkening EZ macro outlook
3| 14-Feb-19 B USD-JPY 111.00 113.50 109.70 Dollar resilience, revival in risk
appetite levels
STRUCTURAL

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 31-Jan-19 07-Feb-19 S USD-CAD 1.3131 1.3250 Improvement in risk appetite, -0.91
supportive crude
2] 31-Jan-19 07-Feb-19 B XAU-USD 1,320.09 1,304.00 Improvement in risk appetite, -1.29

supportive crude
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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 11”), 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 II, as implemented in any jurisdiction).
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