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FX Themes/Strategy/Trading Ideas

With the FOMC standing pat, the markets reacted in typical fashion with the
dollar softer across the board (including the CHF) and the cyclicals (CAD and
AUD) outperforming across the board. Meanwhile, the UST curve flattened
from the back-end (as opposed to steepening from the front —plausibly with
expectations for a hike now being channeled towards December (FF-implied
odds rose to 61% from 58% a day earlier), with the statement and Yellen’s
subsequent comments being perceived as a “hawkish hold”. Note that the
three dissenters (George, Mester, Rosengren) overnight were looking for a
hike. Elsewhere, global equities and commodities (crude) also picked higher,
sending the FXSI (FX Sentiment Index) lower within Risk-Neutral territory.

In the near term, the broad dollar may continue to wobble slightly with
investors perhaps picking gingerly at yield, although we expect some caution
given that Yellen has effectively telegraphed a December rate hike. Overall,
overnight developments essentially put a damper on our previous
tactical dollar longs while underpinning our long standing structural
short dollar recommendations. In a nutshell, expect market participants
to revert back to risk in the short term. To this end, note the softer 2017
dot plots (as expected) with the median dropping significantly from 1.625% to
1.125% while the mode also dropped from 1.375% to 1.125%.

Thoughts on BOJ: Despite some “disappointment” after no move on the
policy rate and abandoning a hard commitment to a monetary base target,
markets seem to be taking a positive read from the future latitude for
monetary base adjustments, a long term interest rate target, a hands on
approach to yield curve dynamics (which the markets had been expecting),
and desire for an inflation overshoot above 2% (removal of the 2% timetable
notwithstanding). Overall, arguably net negative for the JPY on a theoretical
basis although this is hardly expected to be a catalyst for a structural
turnaround in the USD-JPY.

Following the BOJ MPC, our 01 Sep 16 idea to be tactically long USD-JPY
(spot ref: 103.33) was stopped out at 100.90 on Wednesday, yielding an
implied -2.33% loss.

Asian FX

With Asian equities also taking a shine to the Fed’s inaction, the weaker
broad dollar is expected to weigh on the regional pairs with the ACI (Asian
Currency Index) expected to soften for a second consecutive session. On a
related note, in addition to the Fed overnight, EM risk premiums have also
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been compressing this week, tempering the caution expressed in our FX
Viewpoint: Asia — Net portfolio capital inflow update, 21 Sep 16. On the
calendar, we expect Bank Indonesia to stand pat today at 5.25% today

while the BSP is expected to also remain static at its policy meeting.

The authorities may not be too pleased with the SGD NEER firmer at +0.48%
above its perceived parity (1.3580) in the wake of the FOMC. SGD
outperformance yesterday has been significantly on the back of USD
weakness, although we also not relative SGD strength over the EUR and
CNY. At current levels, +0.50% corresponds to 1.3513 and +1.00% 1.3446
although market participants may be wary of chasing the pair lower
excessively. From a technical perspective, the 55-day MA (1.3518) sits at
1.3518 and a sustained break may light the way to 1.3500 and then 1.3460.
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In the aftermath (or lack of) of the FOMC, the CFETS RMB Index fell further
to 94.28 from 94.48 on Wednesday, with the USD-CNY mid-point easing
(less than expected) to 6.6513 from 6.7838.

CFETS NEER vs. USD-CNY mid-point
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EUR-USD The pair lifted higher after the FOMC and resistance levels
at 1.1200 and 1.1250 now come into play with resultant yield differential
arguments also weighing on the pair. On the downside, pressure on the 55-
day MA (1.1161) and the 200-day MA (1.1151) has been alleviated for now
and should serve as good interim supports.

UsD-JPY After the BOJ and FOMC, the expected tone for the pair
(aided by yield differentials) is expected to be unambiguously heavy in the
short term with the 100.00 floor under imminent threat. Beyond this key
threshold, 99.50 is also expected to loom.

AUD-USD Supportive comments from the RBA’s Lowe this morning
coupled with the vulnerable dollar tilt the short term bias for the AUD-USD,
potentially back towards the upper reaches of its range. With the 55-day MA
(0.7583) and 0.7600 now serving as supports, risks towards 0.7690 may
heighten at this juncture. The RBNZ remained static as expected late
Wednesday but remained characteristically dovish, leaving the door open for
further rate cuts, capping the AUD-NZD.

GBP-USD The wavering broad dollar may grant the GBP a respite in
the near term while investors may once again revert to watching UK data
points while keeping a lookout for Brexit-related headlines. In the short term,
1.3000 once again may function as a near term support with the next key
resistance expected towards 1.3100.
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DXY USGG10
DXY 1000 -0.374
CHF 0.879  -0.330
JPY 0537  -0.135
SGD 0339 -0.346
AUD 0.054 0.298
PHP 0042 -0.266
IDR -0.155  -0.110
TWD -0.263 0.063
GBP -0.264  -0.275
CAD -0.270 0.095
CNH -0.279 0.107
CNY -0.289 0.208
CCN12Mm -0.319 0.066
INR 0319 0111
THB 0330  -0.068
KRW -0.339  -0.098
USGG10 -0.374 1.000
MYR -0.377 0.101
NzD -0.465 0.486
EUR -0.949 0.366

Source: Bloomberg

Immediate technical support and resistance levels
Current
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1M Correlation Matrix
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R2
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FX performance: 1-month change agst USD
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G10 FX Heat Map
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing stop  Rationale
TACTICAL
1| 25-Aug-16 B GBP-USD 1.3210 1.4055 1.2785 Moderating short term pessimism
2 | 25-Aug-16 B USD-SGD 1.3527 1.3780 1.3395 Moderating net inflows in Asia,
potential for broad USD uptick
3| 15-Sep-16 B USD-CAD 1.3202 1.3535 1.3030 Fading crude, soft macro outlook,
ahead of FOMC
STRUCTURAL
4| 18-Feb-16 B EUR-USD 1.1137 1.1825 1.0790 Growing suspicion that the Fed will
hesitate
Potential risk appetite, abating
5| 07-Mar-16 B AUD-USD 0.7412  0.7955 0.7135 global growth concerns, static Fed
expectations
6| 14-Jun-16 S USD-SGD 1.3542 1.2815 1.3910 USD expected to disappoint on the
back of the summer FOMCs
7 04-Jul-16 S USD-JPY 102.58 91.85 107.95 Yield differentials to wiegh on the
pair, esp if Fed hesitates
8 26-Jul-16 S GBP-USD 1.3120 1.1555 1.3905 Macro pain of a potential Brexit
9| 25-Aug-16 S USD-CAD 1.2918 1.1960 1.3400 Stabilizing global macro, potential
traction for oil
RECENTLY CLOSED
Inception Close B/S  Currency Spot Close Rationale P/L (%)
1| 05-Aug-16 23-Aug-16 S USD-SGD 1.3409 1.3498 Flight to yield/EM vs. weak dollar -0.66
2| 08-Aug-16  25-Aug-16 B AUD-USD 0.7611 0.7610 Opportunity for a tactical long on 0.01
assumption of transient USD
3| 18-Aug-16  26-Aug-16 S USD-CAD 1.2813 1.2985 Recovering oil vs fading FOMC -1.33
prospects
4 | 11-Aug-16  30-Aug-16 S USD-JPY 101.22 101.96 Fading dollar coupled with -0.80
potential risk aversion
5| 12-Apr-16 07-Sep-16 B NZD-USD 0.6885 0.7450 Recovery in cyclicals, search for 8.37
yield
6 | 04-Aug-16 19-Sep-16 B EUR-USD 1.1149 1.1157 Static Fed vs. ECB -0.80
7 | 01-Sep-16  21-Sep-16 B USD-JPY 103.33 100.90 Ahead of NFP numbers and BOJ -2.33
MPC
Jan-Aug 2016 Return +7.80

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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