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FX Themes/Strategy/Trading Ideas — The week ahead

Despite negative EZ/US equities, global risk appetite levels improved on
news of chief strategist Steve Bannon’s exit from the White House on Friday,
with the USD trailing across G10 space and with the cyclicals outperforming
across the board. UST yields were a touch firmer, presumably as haven
flows sought to reverse partially.

On the CFTC front, large non-commercial and leveraged accounts pared
their net implied short dollar bias in aggregate in the latest week. However,
asset manager accounts added significantly to their net implied short dollar
bias in the latest week. This we think continues to demonstrate the cross
currents between shorter term investors and more structural market
participants in terms of overall positioning, leaving ample room for volatility
ahead.

Going ahead, the USD may remain somewhat vulnerable on background
worries surrounding political developments in the US and as pointed out
previously, it remains to be seen if US political developments (especially with
respect to fiscal impetus) will continue to impact broader global risk aversion
trends. In the interim, investors may gingerly return towards risk-
sensitive plays barring further global headlines.

The annual US-South Korea joint military exercise commencing today and
running through to 31 August 2017 may continue to keep geopolitical
headlines potentially humming in the background. On this front, note
continued rhetoric out of Pyongyang over the weekend.

This week, the Jackson Hole symposium (24-26 August 17) is expected to
hold center stage with Yellen scheduled for 25" Aug 17 (1400 GMT) and the
ECB’s Draghi also on Friday at 1900 GMT. Note however that the ECB’s
Constancio is also due to make an appearance on Tuesday (1200 GMT)
while Draghi preempts his Jackson Hole appearance with a speech on
Wednesday (0700 GMT). Overall, the interplay between the Fed and the
ECB is expected to remain the primary focus.

Elsewhere on the busy global calendar, Wednesday brings a slew of global
PMiIs while in Asia, Bank Indonesia is expected to remain static on its policy
parameters on Tuesday.

Asian FX

EPFR data meanwhile showed implied equity inflows into Asia (Ex Japan,
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China) flipped to a net outflow of USD308.82mn from a net inflow from
USD1.14bn the previous week. Implied net bond inflows meanwhile also
shrank to USD98.04mn from USD465.86mn the previous week. With the
improvement in risk appetite levels since last Wednesday, we could plausibly
expect some positive turnaround into Asian assets this week.

Overall, we expect the ACI (Asian Currency Index) to edge lower at the
onset of the week and off recent near term highs in the current environment,
with the FXSI (FX Sentiment Index) also dipping slightly within Risk-On
territory on Friday to end lower on the week (i.e., net improvement in risk
appetite levels).

SGD NEER: The SGD NEER starts the week slightly firmer on the day
around +0.49% above its perceived parity (1.3700) with NEER-implied USD-
SGD thresholds also softer on the day. If risk appetite levels remain
supported, expect the NEER to be slightly tuned to the upside and fluctuate
within +0.40% (1.3646) and +0.60% (1.3619) intra-day.

Asian Currency Index
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CFETS RMB Index: This morning, the USD-CNY mid-point dropped (as
largely expected) to 6.6709 from 6.6744 last Friday. This still lowered the
CFETS RMB Index to 93.71 from 93.81.
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CFETS NEER vs. USD-CNY mid-point
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e AUD-USD Range bound behavior may prevalil
in the interim with domestic headlines expected to
be scares this week and inspiration expected to be
had from external headlines instead. Note that in
the latest week, net leveraged AUD longs
increased further significantly to elevated levels,
setting the stage for a pull-back despite supported
near term implied valuations. Favor fading upticks
within 0.7820-0.8000 in the interim.
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GBP-USD e GBP-USD Brexit news flow may be expected
to dominate this week with the British government
expected to unveil 5 position papers on tis Brexit
negotiation initiatives. We’d rather stay heavy on
the pair in the interim with net leveraged CFTC
GBP shorts increasing in the latest week. With
short term implied valuations also coming off recent
highs, 1.2800 may continue to attract.
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USD-CAD

e USD-CAD USD-CAD may remain caught
between the crosswinds of risk appetite gyrations
and US-centric USD volatility in the coming
sessions, trapping the pair within a (supported)
1.2400-1.2800 range in the interim. On the other
hand, short term implied valuations are a touch
heavier with net leveraged CFTC CAD longs being
built up further in the latest week, potentially
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Malaysia
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Security
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |01-Aug-17 S USD-JPY 110.18  107.75  111.45 No surprises expected from Fed-
speak after the last FOMC
2 |16-Aug-17 S GBP-USD 1.2888 1.2605 1.3035 Doused hawkish BOE expectations,
space for a USD capitulation
STRUCTURAL
3 |09-May-17 B GBP-USD 1.2927 1.3500 1.2535 USD skepticism, UK snap elections,
positioning overhang, hawkish
4 (12-Jul-17 Bullish 2M 1X1.5 EUR-USD Call Spread ECB transitioning to neutral, Fed
Spot ref: 1.1455; Strikes: 1.1492, 1.1724; wavering
Exp: 12/09/17; Cost: 0.46%
5 |12-Jul-17 Bearish 2M 1X1.5 USD-CAD Put Spread Hawkish BOC being increasingly
Spot ref: 1.2664; Strikes: 1.2653, 1.2415; priced in
Exp: 15/09/17; Cost: 0.50%
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;
Exp: 21/09/17; Cost: 0.65%

minutes, supportive data, weak
USD

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S Currency Spot Close Rationale P/L (%)Y
1 |17-Jul-17 20-Jul-17 B GBP-USD 1.3077 1.2935 BOE rhetoric and vulnerable USD -1.11
2 |28-Jun-17 21-Jul-17 B USD-JPY 112.31 111.05 Yield differential argument -1.04
supportive of the USD-JPY
3 |13-Jul-17 03-Aug-17 B AUD-USD 0.7708 0.7935 Vulnerable USD, improving risk +2.89
appetite, supportive China data
4 105-Jun-17 03-Aug-17 2M USD-SGD Put Increasingly endemic USD +0.01
Spot ref: 1.3796; Strikes 1.3639; weakness, +ve risk appetite
Exp: 03/08/17; Cost: 0.24%
5 [01-Aug-17  04-Aug-17 B GBP-USD 1.3207 1.3060 Expected trace of hawkishnessat ~ -1.14
BOE MPC
6 |23-May-17  08-Aug-17 S USD-CAD 1.3494 1.2667 USD skepticism, sanguine risk +6.40
appetite, supported crude
7 [18-Jul-17 14-Aug-17 S USD-SGD 1.3671 1.3611 Vulnerable USD, implicit inflow for  +0.40
SGD
8 |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
Jan-Aug*** 2017 Return  +7.78]
2016 Return  +6,91

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

Source: OCBC Bank
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