X
o
o
wd
=
=
o
X
T8
Su
=
=
(=]

Treasury Research &
Strategy

Emmanuel Ng
+65 6530 4073
ngcyemmanuel@ocbc.com

&) ocBC Bank

Thursday, October 19, 2017

FX Themes/Strategy/Trading Ideas

Despite supportive Fed-speak (from Williams and Dudley) and the Beige
Book, firmer UST vyields (led by the back-end) still left the greenback mixed
across G10 space. Improved risk appetite levels saw the JPY
underperforming across the board while the CAD was lifted by better than
expected August manufacturing sales (+1.6% mom). >>

The “Taylor put” so far has only manifested efficiently via the USD-JPY
(with additional lift from the upcoming weekend elections in Japan) while
markets may continue to trade off idiosyncratic factors (e.g., EUR, GBP,
NZD) for the other currency pairs in the near term. Key technical levels (for
the DXY and 10y UST vyield for example) meanwhile remain fairly secure in
the interim and not in imminent danger of a breach, potentially confining
investors to further range trading. In the coming weeks, the US President is
due to announce his choice for the next Fed chair (before 03 Nov 17) and
we note that rate differential arguments in the interim have continued to
bolster prospects for the broad dollar. Watch the news feed for any ensuing
headlines with Trump scheduled to have an interview with Yellen today with
the WH also indicating that the decision could be forthcoming “in the coming
days”.

For today, central bank speak comes potentially from the Fed’s George
(1330 GMT) while US data on tap include weekly initial claims and the Philly
Fed at 1230 GMT. On the China front, 3Q GDP and September data stream
is scheduled for 0200 GMT.

The Bank of Korea left its benchmark rate unchanged at 1.25% this
morning as widely expected. Meanwhile, Bank Indonesia is expected to
also remain static (despite comments from the President earlier this week) at
its policy meeting today. Real interest rate arguments may suggest outside
risks for another cut but given the still sanguine growth outlook and stable
inflation outlook, the central bank may opt to leave its policy parameters
unchanged, especially in light of exchange rate considerations.

Asian FX

On the net portfolio inflow front in Asia, we see continued moderation of
outflow momentum for the KRW and the TWD on a rolling 1-month basis.
Meanwhile, the IDR continues to experience sequential net equity outflows
while the INR and the THB may be looking slightly stretched to the upside
relative to still prevailing (albeit moderating) outflow pressures. Intra-day,
expect the ACI (Asian Currency Index) to pick higher despite the FXSI (FX
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Sentiment Index) dipping into Risk-On territory for the first time since
August.

e SGD NEER: A loose pattern has continued to play out in the few sessions,
with the SGD NEER drifting back below the +1.00% threshold as the Asian
session gets underway. This morning, the SGD NEER is softer on the day at
around +0.97% above parity (1.3688) with NEER-implied USD-SGD
thresholds slightly firmer on the day. At current levels, the +1.00% threshold
is estimated at 1.3552 and +1.10% at 1.3539 where a base for the pair is
expected pending further external headlines. Technically, USD-SGD may
continue to orbit its 55-day MA (1.3562).
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e CFETS RMB Index: This morning, the USD-CNY mid-point rose (largely in
line with expectations) to 6.6093 from 6.5991 on Wednesday. This took the
CFETS RMB Index lower to 94.77 from 94.80 yesterday.

CFETS NEER vs. USD-CNY mid-point
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121 EURLSD e EUR-USD The ECB’s Draghi yesterday did
1191 not address monetary policy while Catalonia-related
headlines (deadline 0800 GMT) may hold the
market's attention today instead. Elsewhere,
investors will also be watching ongoing coalition
talks in Germany while hawkish expectations
surrounding the ECB’s taper continue to moderate.
Overall, short term implied valuations remain
relatively suppressed we prefer a heavy stance
within 1.1730 and the 55-day MA (1.1840).
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" USD-JPY e USD-JPY Fed-speak yesterday remained

sufficiently supportive of further rate hikes while the
ne BOJ’s Sakurai did not come across as excessively
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| aforementioned dynamics continue to persist.

108

20-Oct-15
20-Dec-15
20-Feb-16
20-Apr-16
20-Jun-16
20-Aug-16
‘ 20-Oct-16
20-Dec-16
20-Feb-17
20-Apr-17
20-Jun-17
20-Aug-17

u)

——Actual itted

Source: OCBC Bank

AUD-USD

e AUD-USD This morning, the better than
expected September labor market numbers
(employment change +19.8k) gave the AUD-USD a
slight boost. Watch for cross-talk from political
developments in NZ (NZ First’s announcement due
today) with short term implied valuations for the
AUD-USD still perceived to be top heavy with the

D g % 53 100-day MA (0.7817) and the 55-day MA (0.7909).
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USD-CAD
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numbers. As such,
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USD-Asia VS. Net Capital Flows

Short term implied valuations for
the USD-CAD may potentially nullify near term
positivity from the

latest manufacturing sales
the pair may attempt to base

build off its 55-day MA (1.2463) within the recent
1.2400-1.2600 range as investors mull the BOC
meeting next week amid prevailing Nafta-related
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Malaysia
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Security DXY USGG10
DXY 1 0.757
CAD 0.927 0.814
SGD 0.879 0.746
MYR 0.877 0.752
IDR 0.814 0.806
CHF 0.796 0.748
USGG10 0.757 1
JPY 0.709 0.784
TWD 0.648 0.633
THB 0.645 0.598
INR 0.632 0.434
CNH 0.586 0.332
CCN12Mm 0.454 0.391
CNY 0.406 0.113
PHP 0.401 0.549
KRW 0.115 0.194
NzD 0801  -0.792
AUD -0.837 -0.84
GBP -0.863  -0.796
EUR 0967  -0.628

Source: Bloomberg

Source: OCBC Bank
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1M Correlation Matrix
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Immediate technical support and resistance levels
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FX performance: 1-month change agst USD
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |21-Sep-17 B USD-JPY 112.58 115.05 111.30 Policy dichotomy post FOMC-BOJ +
positive risk appetite levels
2 |28-sep-17 S AUD-USD 0.7816  0.7625  0.7915 Cyclicals may undergo a
reassessment in face of corrective
moves in the USD and US yields
3 |28-Sep-17 B USD-CAD 1.2500 1.2795 1.2350 Reality check from the BOC's Poloz
even as the USD garners renewed
interest
STRUCTURAL
4 |109-May-17 B GBP-USD 1.2927 1.3700 1.2535 USD skepticism, UK snap elections,
positioning overhang, hawkish
5 |22-Aug-17 Bearish 2M 1X1.5 USD-JPY Put Spread Underwhelming data feed,
Spot ref: 109.31; Strikes: 109.00, 106.04; gradualist Fed, potential negative
Exp: 20/10/17; Cost: 0.57% .
US political baggage
6 |29-Aug-17 Bearish 2M 1X1.5 USD-SGD Put Spread Vunerable USD, prevailing

Spot ref: 1.3519; Strikes: 1.3511, 1.3361;
Exp: 27/10/17; Cost: 0.31%

positivity towards carry, EM/Asia

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S Currency Spot Close Rationale P/L (%)Y
1 [11-Sep-17  18-Sep-17 S USD-CAD 1.2128 1.2270 Support from earlier than expected -1.16
BOC rate hike, inherent USD
vulnerability
2 [20-Jul-17 21-Sep-17 Bullish 2M 1X1.5 AUD-USD Call Spread More positive than expected RBA  +0.04
Spot ref: 0.7915; Strikes: 0.7909, 0.8111; minutes, supportive data, weak
Exp: 21/09/17; Cost: 0.65%. Closed at 0.7964 UsD
3 |19-Sep-17  27-Sep-17 B GBP-USD 1.3540 1.3395 Earlier than expected paradigm 111
change by the BOE
4 |28-Sep-17 11-Oct-17 S EUR-USD 1.1734 1.1860 Political overhang from Germany -0.99
contrasting with FOMC, Yellen
5 |09-Oct-17 12-Oct-17 S GBP-USD 1.3116 1.3256 Brexit concerns plus additional -1.05
leadership threats to PM May's
position
6 |04-Oct-17 12-Oct-17 B USD-SGD 1.3602 1.3525 Potential USD resilience- Fed, -0.56
geopolitical risks, static MAS,
decaying capital inflows in Asia
Jan-Oct** 2017 Return -8.68

2016 Return  +6,91

*realized **of notional **month-to-date

Source: OCBC Bank
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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.
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