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Despite softer than expected US August PPI readings, tax reform headlines
coupled with climbing UST vyields (10y at 2.1970%) saw the greenback
pulling higher across G10 except against the CAD. Meanwhile, the ECB’s
Praet continued to highlight subdued wage dynamics on Wednesday, giving
little positive impetus for EUR-USD upside. On other fronts, crude surging
above 49.00 saw the USD-CAD topping out at intraday highs to eventually
end flat to lower on the day.

Despite the slightly softer than expected UK wage data, the primary focus
today will be on the BOE MPC with investors on the lookout for the voting
pattern (7:2 to 6:3?) with the accompanying statement still expected to be
inherently hawkish.

Elsewhere, note that markets may not be out of the woods just yet with
respect to geopolitical risks, with scattered reports of North Korea
undertaking pre-launch activity in the last two sessions.

Today, central bank-speak include the ECB’s Weidmann (1530 GMT) and
Mersch (1600 GMT) while the SNB also convenes (0730 GMT). Key data
points include Australian August labor market numbers (0130 GMT) and US
August CPI (1230 GMT). The China data stream is scheduled at 0200 GMT
with the release of August retail sales, urban fixed asset investments, and
industrial production. August monetary/credit aggregates are also pending
release today or tomorrow.

The recent consolidation higher in the greenback has been fairly rapid,
with the DXY trading briefly above 92.50 overnight. In our view, the
capitulation of the DXY (potential for a push towards 93.00?) and the
10y UST yield (back at our aforementioned zone of 2.20%) may be at an
inflection point, especially ahead of the US CPI tonight and FOMC next
week. It remains to be seen if overnight positivity surrounding US tax reform
(simply more bi-partisan?) has further legs. On this front, we’d watch for the
UST2/10 to reclaim the 85-90 region as a barometer of renewed optimism.

Post the warmer than expected UK August core CPIl and PPI inflation
readings, markets may continue to adopt a hawkish tilt going into the BOE
MPC on Thursday. Note that leveraged CFTC positioning had gone
increasingly short the pound in the last four weeks, leaving space for a
partial washout of outstanding shorts. Meanwhile, short term implied
valuations have also been partially lifted by compressing rate differentials.
From a spot ref of 1.3325 on Wednesday, we look to a tactical long GBP-


mailto:ngcyemmanuel@ocbc.com

14 September 2017

. &) ocBcBank
Daily FX Outlook

USD targeting 1.3570 and place a stop at 1.3200.

Asian FX

On the Asian net portfolio inflow front, net outflows for the KRW continues to
abate, the net balance situation for the TWD remains moribund. Meanwhile,
net outflows for the INR continue to deepen but net inflows for the IDR and
THB continue to climb significantly. The data also indicate an attempt at a
recovery for net inflows for the PHP.

With the FXSI (FX Sentiment Index) continuing to dip lower within Risk-
Neutral territory, the ACI (Asian Currency Index) may be expected to be
slightly top heavy after firming on Wednesday in tandem with broad dollar
moves. On a structural horizon, our medium term model for the ACI
meanwhile continues to head south (i.e., Asian FX resilience).

SGD NEER: The SGD NEER this morning is softer on the day at around
+0.54% above its perceived parity (1.3577) with NEER-implied USD-SGD
thresholds marginally higher on the day. At current levels, the +0.50%
threshold is estimated at 1.3509 with perhaps some scope to weakened
further to +0.40% (1.3523) if the broad dollar continues to ascend. On the
downside for USD-SGD, the +0.70% (1.3483) threshold may govern pending
further external headlines. Meanwhile, we continue to watch the 200-week
MA (1.3481) as a crucial junction for the pair on a technical basis.

Asian Currency Index
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CFETS RMB Index: This morning, the USD-CNY midpoint rose as largely
expected to 6.5465 from 6.5382 on Wednesday. This saw the CFETS RMB
Index inching higher to 94.98 from 94.86 yesterday.
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CFETS NEER vs. USD-CNY mid-point
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121 FUR-USD e EUR-USD German August CPl readings
119 came in as expected on Wednesday but broad
. dollar moves continued to dominate. Watch for
113 further ECB rhetoric today and we note that short
r term implied expectations have edged slightly lower,
123 likely continuing to discourage fresh longs in the
105 interim. Multi-session, watch for any breach of the
T EEEEEEEEEREE 200-week MA (1.739) while intra-day, 1.1835 is
RN EE R expected to be the first line of defense on the
A downside.

Source: OCBC Bank

USD-JPY e USD-JPY Near term views remain
123 unchanged and a firmer US yield complex may also
ns continue to prop up the USD-JPY. Short term
113 valuations have continued to firm in sympathy with

the 55-day MA (110.79) and the 200-week MA
(111.64) likely to provide interim waypoints on the
upside. In the interim, investors may collect into any
|t dips towards 110.15 ahead of the US CPI.
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AUD-USD

e AUD-USD The slightly soft China August data
points this morning have been overshadowed by
the encouraging positive surprises in the Australian
August labor market numbers also reported this
morning. Barring another risk appetite implosion,
the 200-week MA (0.7959) may cushion on dip with
short term implied valuations still looking
underpinned. In the interim, investors may continue
to accumulate on dips towards 0.7960/75.
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GBP-USD e GBP-USD GBP-USD was taken off intra-day
highs by softer than expected July wage growth
readings (and despite a drop in the July
unemployment rate to 4.3%). Crunch time for cable
today with the BOE MPC with short term implied
valuations still looking a tad supported. Expect
1.3140/60 to support pre-BOE MPC.
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USD-CAD

e USD-CAD Short term view also remains
unchanged and stay top heavy on the USD-CAD
within 1.2130-1.2230, especially if crude continues
to prove supportive of the loonie. Note that short
term implied valuations remain top heavy.
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Malaysia
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Security DXY USGG10
DXY 1 0.802
SGD 0.96 0.757
TWD 0.893 0.699
CNH 0.89 0.737
CNY 0.889 0.774
CHF 0.861 0.878
CAD 0.85 0.586
MYR 0.847 0.584
PHP 0.819 0.629
USGG10 0.802 1
CCN12M 0.789 0.44
THB 0.773 0.564
IDR 0.673 0.297
INR 0.62 0.413
KRW 0.493 0.345
JPY 0.435 0.673
NzD 0.162 0.255
GBP 0774 0425
AUD 0916  -0.752
EUR 0966  -0.782

Source: Bloomberg

Source: OCBC Bank
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |07-Sep-17 S USD-JPY 109.01 106.75 110.15 Suppressed UST yields, dovish Fed
rhetoric, geopolitical risks
2 |11-Sep-17 S USD-CAD 1.2128 1.1850 1.2270 Support from earlier than expected
BOC rate hike, inherent USD
vulnerability
3 |12-Sep-17 S USD-SGD 1.3447 1.3315 1.3525 Fade the USD relief rally, prepare
forrenewed interest towards
EM/Asia
4 [13-sep-17 B GBP-USD 1.3325  1.3570  1.3200 Hotter than expected Aug core
CPI/PPI, hawkish expectations
ahead of BOE MPC
STRUCTURAL
5 |09-May-17 B GBP-USD 1.2927 1.3700 1.2535 USD skepticism, UK snap elections,
positioning overhang, hawkish
6 |20-Jul-17 Bullish 2M 1X1.5 AUD-USD Call Spread More positive than expected RBA
Spot ref: 0.7915; Strikes: 0.7909, 0.8111; minutes, supportive data, weak
Exp: 21/09/17; Cost: 0.65% usD
7 |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
8 |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 [18-Jul-17 14-Aug-17 S USD-SGD 1.3671 1.3611 Vulnerable USD, implicit inflow for  +0.40
SGD
2 |04-Jul-17 16-Aug-17 B EUR-USD 1.1346 1.1741 Draghi's change of stance in late +3.14
June may further fuel the EUR
3 |01-Aug-17  04-Sep-17 S USD-JPY 110.18 109.79 No surprises expected from Fed- +0.19
speak after the last FOMC
4 |116-Aug-17  05-Sep-17 S GBP-USD 1.2888 1.3035 Doused hawkish BOE expectations, -1.06
space for a USD capitulation
5 |12-Jul-17 08-Sep-17 Bullish 2M 1X1.5 EUR-USD Call Spread ECB transitioning to neutral, Fed +0.05
Spot ref: 1.1455; Strikes: 1.1492, 1.1724; wavering
Exp: 12/09/17; Cost: 0.46%. Closed at 1.2063
6 |12-Jul-17 08-Sep-17 Bearish 2M 1X1.5 USD-CAD Put Spread Hawkish BOC being increasingly +0.09

Spot ref: 1.2664; Strikes: 1.2653, 1.2415;
Exp: 15/09/17; Cost: 0.50%. Closed at 1.2090

pricedin

Jan-Sep*** 2017 Return

2016 Return

+6.77
+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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