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FX Themes/Strategy/Trading Ideas

Despite a positive global equity backdrop (note better than expected March
China trade numbers) and softer than expected US March retail sales and
PPI data points, the USD continued to retrace higher against the majors on
Wednesday. The greenback (prodded along by slightly more hawkish
rhetoric from Fed-speak this week) may be expected to potentially capitulate
higher following its recent slide but this may be tempered somewhat if global
equities continue to push firmer.

At this juncture, markets may continue to be slightly Fed-centric,
preferring to trade off any implications on the FOMC’s projected
trajectory, as opposed to reacting to risk appetite developments. On the
latter, note that the FXSI (FX Sentiment Index) continued to dip lower for
the 4™ consecutive session on Wednesday within Risk-Neutral territory, with
the index potentially seen brushing up against Risk-On territory.

Asian FX

Intra-day in Asia, despite the positive start to Asian equities, expect USD-
Asia to potentially higher on the back of the broad dollar, the surprise MAS
move, and the higher than expected USD-CNY mid-point. As such, look for
the ACI (Asian Currency Index) to continue to bounce higher intra-day.

MAS Monetary Policy Statement: Quick thoughts

Today, the MAS ”set the rate of appreciation of the SSNEER policy band at
zero percent”, while maintaining the width of the policy band and the
location at which the parity is centered.

From an operational perspective, the NEER-implied USD-SGD thresholds
are essentially unchanged (for today), with the estimated parity estimated at
1.3525 and -2.00% is approximately at 1.3800. Additionally, the -1.00%
threshold is around 1.3663. The index is currently trading around -0.57%
currently compared to around +0.13% immediately before the policy
announcement.

Immediate implications include a tentative test by the market towards the -
1.00% threshold into the end of the week, especially if the broad dollar
backdrop is conducive. Forwards points have also reacted to the right as a
result given the removal of the appreciation bias for the NEER.
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e The USD-CNY mid-point was set significantly higher than expected at
6.4891 compared to 6.4591 on Wednesday. Despite overnight moves in the
basket’s constituent currencies, today’s USD-CNY mid-point leaves the
CFETS RMB Index at a lower than expected 97.41 today, relative to 97.35
yesterday.

e At the risk of generalization, today’s suppression of the CFETS RMB Index
may imply an official intent to guide and maintain the index at soft levels
(reflecting the current fundamental picture). As we have warned previously,
this policy posture, coupled with any bounce in the broad dollar, will see the
USD-CNY continuing to surprise on the upside. To illustrate, the USD-CNY
mid-point has not witnessed such a significant day-on-day change since 7
Jan 16, when the mid-point jumped to 6.5646 from 6.5314 on the previous

day.
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e EUR-USD The EUR-USD seeped lower on Wednesday in tandem with

the major currency pairs despite the ECB’s Nowotnhy warning against
overplaying the low inflation environment. Stay tuned for EZ inflation number
later today with risks towards 1.1200 increasing if the broad dollar continues
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to garner traction.

e USD-JPY Japanese officials are likely to be slightly comforted with the
latest creep higher in the USD-PY, with the BOJ’s Kuroda also peppering the
screens with prospects dovish comments with respect to further QQE. Intra-
day, the pair may look to test beyond 109.50 towards 110.00.

e AUD-USD This morning, the Australian March employment numbers
surprised on the upside (employment change +26.1k) and this should put a
drag on broader based USD strength with respect to the AUD-USD.
Encouraging China trade numbers are also perceived to provide marginal
support. As such, a floor around 0.7600 may materialize in the short term.

e GBP-USD GBP-USD also succumbed to a firmer broad dollar on
Wednesday and in this environment, any renewed Brexit concerns may pave
the way lower for the pair ahead of the BOE MPC later today. In the interim,
expect a range bound pair with the 55-day MA (1.4263) seen capping while
risks towards 1.4100 remain evident.
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1M Correlation Matrix
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Immediate technical support and resistance levels

S2 S1 Current R1 R2
EUR-USD 1.1179 1.1200 1.1260 1.1300 1.1465
GBP-USD 1.4014 1.4100 1.4153 1.4200 1.4243
AUD-USD 0.7481 0.7600 0.7638 0.7700 0.7706
NZD-USD 0.6725 0.6800 0.6840 0.6900 0.6961
USD-CAD 1.2773 1.3100 1.3142 1.3200 1.3315
USD-JPY 107.63 109.00 109.39 110.00 112.49
USD-SGD 1.3415 1.3600 1.3616 1.3700 1.3713
EUR-SGD 1.5217 1.5300 1.5355 1.5389 1.5400
JPY-SGD 1.2242 1.2400 1.2430 1.2500 1.2536
GBP-SGD 1.8950 1.8970 1.9000 1.9610 1.9628
AUD-SGD 1.0130 1.0158 1.0174 1.0187 1.0200
Gold 1208.88 1230.78 1233.50 1265.21 1287.80
Silver 15.37 16.00 16.08 16.10 16.34

Source: OCBC Bank

FEX performance: 1-month change agst USD
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing stop  Rationale

1| 04-Mar-16 S USD-SGD 1.3881 1.3380 1.3755 Brightening risk appetite,
vulnerable broad dollar

2| 30-Mar-16 B EUR-USD 1.1297 1.1630 1.1130 Dollar negativity post-Yellen

3 11-Apr-16 S USD-JPY 107.72 104.15 109.50 JPY still not drastically overvalued,
endemic USD weakness

STRUCTURAL

Policy dichotomy, Brexit concerns,

4 | 03-Feb-16 S GBP-USD 1.4401 1.3700 1.4755 and space for further NEER
depreciation

5| 18-Feb-16 B EUR-USD 11137 11825  1.0790 Growing suspicion that the Fed will
hesitate
Inconsequential G20, dented FOMC

6 | 01-Mar-16 S USD-JPY 112.91 105.00 116.90 prospects, risk aversion, global
growth worries
Potential risk appetite, abating

7| 07-Mar-16 B AUD-USD 0.7412  0.7955 0.7135 global growth concerns, static Fed
expectations

8 12-Apr-16 S USD-CAD 1.2895 1.2045 1.3325 Stabilizing crude, soft USD,
sanguine BOC

9| 12-Apr-16 B NzD-USD 0.6885  0.7450 0.6600 Recovery in cyclicals, search for
yield

RECENTLY CLOSED
Inception Close B/S currency Spot Close Rationale P/L (%)

1 14-Mar-16  15-Mar-16 B GBP-USD 1.4380 1.4180 Abating Brexit concerns, potential -1.41
for Yellen to underwhelm

2| 18Mar-16 24-Mar-16 B EUR-USD 11321 1.1150 Tiltin policy balance after ECBand ~ -1.53
FOMC

3| 18-Feb-16 31-Mar-16 S USD-SGD 1.4034 1.4335 USD vulnearbility, stabilization in +4.54
RMB, equities/commodities

4| 03-Mar-16  08-Apr-16 B AUD-USD 0.7284 0.7410 Stabilizing commodities/equities,  +3.19
coupled with recent upside aussie

5| 29-Feb-16  08-Apr-16 S USD-CAD 1.3533 1.3139 Bottoming crude +2.98

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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