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FX Themes/Strategy/Trading Ideas — The week ahead

After being gripped slightly by geopolitically-driven risk aversion last Friday,
expect markets to be guided by central bank rhetoric this week despite the
plethora of geopolitical/political headlines over the weekend. At the onset of
the week, apparent USD resilience we think would be more a function of the
implicit uncertainty surrounding several of the other major G10 currencies.

Despite Merkel’s victory by her conservatives at the weekend German
elections, the rise of the AfD’s portion of votes (13.0%) and its entry into
Parliament may undermine the EUR-USD at the onset of the week (with
uncertainty towards an eventual ruling coalition still expected to instill some
market caution), although we think that attention may ultimately swing
towards the ECB this week.

Elsewhere, the NZ elections over the weekend also yielded no clear
majority for the incumbent National Party and the ensuing uncertainty
surrounding the coalition building is also expected to keep the NZD on the
defensive (including against the AUD).

On other fronts, with PM May’s Brexit address short on details and initiating
some disappointment towards the GBP, market sentiment was also weighed
slightly by the Moody’s rating downgrade by one notch to Aa2.

BOJ MPC minutes are due Tuesday but expected market attention to be
focused on PM Abe on Monday, when he is expected to hold a press
conference (in the TKY afternoon) to announce a snap election. In the
interim, the JPY may remain undermined with polls indicating support for the
PM and with market participants continuing to expect further stimulus if he
remains firmly holding the reins.

White noise surround the North Korean situation meanwhile may continue
to keep the market mindful of geopolitical risks simmering in the background,
with Pyongyang and the White House continuing to trade barbs over the
weekend. At this juncture, investors seem to have relegated these concerns
slightly pending further headline risks.

On the CFTC front, large non-commercial accounts and asset managers
increased their net implied short dollar bias in aggregate in the latest week
(pre-FOMC) while leveraged accounts did likewise in the same period.
However, excluding JPY positioning, note that leverage accounts pared
slightly their implied short dollar bias — a somewhat prescient move ahead of
the FOMC.
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Beyond the political and geopolitical static at the start of the week, expect
markets to potentially revert to trading off relative central bank policy
dynamics as the week progresses. While broad dollar prospects may be
slightly muddied in the near term by competing crosswinds, we look perhaps
for greater clarity on global long end vyields. Regarding the latter, it
remains to be seen if the recent climb in global bond yields will be
stymied by central bank speak this week.

Fed-speak is heavy this week with appearances every day and kicks off with
appearances by Dudley (1230 GMT), Evans (1640 GMT), and Kashkari
(2230 GMT) today, while Yellen is scheduled for Wednesday. On this front,
we look for any concerted attempts by the Fed speakers to steer the
market and right any misconceptions regarding any perceived
hawkishness on their part.

Meanwhile in the EZ, the ECB’s Constancio (0700 GMT), Draghi (1300
GMT), Coeure (1445 GMT), and Mersch are also on tap on Monday, with
ECB appearances also littered through the week with Draghi (and the BOE’s
Carney) again on Friday. Similarly, the balance of risks from ECB forward
guidance we think may continue to err on the side of caution although still
portending a taper.

The RBA’s Bullock is scheduled for today (2115 GMT) and Debelle is
scheduled for Thursday. Look also towards the RBNZ policy meeting late
Wednesday with the OCR expected to be kept unchanged at 1.75%.
Elsewhere, the BOC’s Poloz is due on the wires on Wednesday.

Asian FX

Not surprisingly, the FXSI (FX Sentiment Index) inched higher within Risk-
Neutral territory on Friday on the back of background risk aversion although
the regional pairs may start the week slightly heavier on the absence of
acute geopolitical risks. As such, the (Asian Currency Index) may be
expected to be slightly heavy in the near term but still subject to external
headline risks this week. In Asia, the Bank of Thailand convenes on
Wednesday with no change in policy expected. Elsewhere, the Asian
calendar will topped off by the Caixin China manufacturing PMI for
September on Friday.

EPFR data meanwhile showed a decrease in net implied equity and bond
inflows into Asia (excl. Japan, China) in the latest week — a potential
structural impediment to Asian FX resilience. On other fronts, actual net
portfolio inflow numbers remain highly selective and show abating outflow
momentum for KRW but increased outflow pressures on the TWD. A recent
recovery of inflows for the INR also seems to be wobbling once again, while
net inflow momentum for the IDR remains strong. On other fronts, net inflows
for the PHP remain steady (if still lackluster) while implied inflows for the
THB continue to strengthen from already elevated levels.

Bank Indonesia surprised with another 25bps cut to its benchmark reverse
repo rate to 4.25% on Friday, ostensibly on the back of still benign inflation
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and credit growth. On our part, we had reckoned that although real interest
rates were off historical lows, it did not warrant further monetary easing given
the ongoing recovery in the economy. Nonetheless, we concur with the
central bank that the latest cut would bring into alignment interest rates and
the Bank’s latest projected macroeconomic forecasts. The central bank
subsequently signaled that its policy posture would likely be maintained (i.e.,
done for now) pending further developments and we think that the IDR
would not be expected to be impinges as a result of the latest two rate cuts.

SGD NEER: Singapore’s August CPI readings are due at 0500 GMT today
with the SGD NEER firmer on the day at around +1.00% above its perceived
parity (1.3604). NEER-implied USD-SGD thresholds are largely unchanged
on the day with the NEER having been driven higher by the USD-SGD’s
heaviness. At current levels, the +1.20% threshold is expected at around
1.3444 and this may provide an interim base for the pair. On the topside, the
200-week MA continues to reside at 1.34090.

Asian Currency Index
120 4

118 o
116 -
114
112
110
108 -
106
104 -
102
100

SGD NEER % deviation USD-SGD

T % T o o9 g o8 oo Current 12556 105 1.3470

o o o o o o o o o o o

s 8§88 gdgggg¢g

g 5 385 285 3 8 8 #200% 12674 13338

T 8 83 8 8 3 5 & 3 8 Parity 124.26 1.3604
200% 12177 13882

Source: OCBC Bank
CFETS RMB Index: This morning, the USD-CNY mid-point rose (as largely

expected) to 6.5945 from 6.5861 last Friday. This softened the CFETS RMB
Index lower to 94.42 from 94.54.
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1211 FUR-USD e EUR-USD Short term implied valuations

101 remain somewhat underpinned (but off recent
highs) despite the weekend German election static
but we also note that the EUR-USD itself is looking
somewhat distended to the upside relative to
implied fair value. In the interim, we’d prefer to fade
upticks towards 1.2000 with near term support
T EEEEEEEEEEE expected into 1.1835.
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USD-3PY e USD-JPY Barring another outbreak of North
] Korean headlines, short term implied valuations for
118 7 the USD-JPY remain relatively aloft at this juncture.
13 4 Look to collect into dips within 111.50-112.95, with

the 200-day MA (112.14) providing a convenient
junction in the interim.
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AUD-USD

e AUD-USD Investors may not be in the mood
to jump right back on the risk bandwagon just yet
with short term implied valuations also stepping
lower. In the interim, expect gravity to potentially
pave the way towards the 55-day MA (0.7931)
ahead of 0.7900.
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GBP-USD e GBP-USD Political  uncertainty on the
European front and little new visibility on Brexit may
keep the GBP in check in the near term, despite
still supportive short term implied valuations for the
GBP-USD. As such, the GBP-USD’s hold on
1.3500 in the near term may be slightly tenuous
with 1.3450 expected to offer initial support.
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USD-CAD

e USD-CAD Despite underpinned crude, softer
than expected August Canadian inflation readings
and mixed July retail sales numbers, coupled with a
supported broad dollar, kept the CAD at a
disadvantage on Friday. Ahead of Poloz this week,
short term implied valuations have inched higher
and investors may accumulate on dips towards
1.2260 with first resistance expected around
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Security DXY USGG10
DXY 1 0.208
SGD 0.847 -0.03
CAD 0.684 0.071
THB 0.555  -0.389
IDR 0555  -0.116
TWD 0.55 0.484
CNH 0.524 0.498
CHF 0514 0.873
CNY 0.476 0.587
MYR 0411  -0.498
CCN12M 0.349 0.251
PHP 0282  -0.272
JPY 0.274 0.956
USGG10 0.208 1
INR 0.04 0.681
KRW -0.239 0.202
GBP -0.384 0.73
NzD -0.46 0.57
AUD 0712 0313
EUR -0.896  -0.265

Source: Bloomberg

Source: OCBC Bank
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FX Trade Ideas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |19-Sep-17 B GBP-USD 1.3540 1.3825 1.3395 Earlier than expected paradigm
change by the BOE
2 |21-Sep-17 B USD-JPY 112.58 115.05 111.30 Policy dichotomy post FOME-BOJ +
positive risk appetite levels
STRUCTURAL
3 |09-May-17 B GBP-USD 1.2927 1.3700 1.2535 USD skepticism, UK snap elections,
positioning overhang, hawkish
4 (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
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 [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
2 |16-Aug-17 ~ 05-Sep-17 S GBP-USD 1.2888 1.3035 Doused hawkish BOE expectations, -1.06
space for a USD capitulation
3 |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
4 |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; priced in
Exp: 15/09/17; Cost: 0.50%. Closed at 1.2090
5|07-Sep-17  12-Sep-17 S USD-JPY 109.01 110.15 Suppressed UST yields, dovish Fed ~ -1.06
rhetoric, geopolitical risks
6 |13-Sep-17  13-Sep-17 B GBP-USD 1.3325 1.3200 Hotter than expected Aug core -0.95
CPI/PPI, hawkish expectations
ahead of BOE MPC
7 |12-Sep-17  14-Sep-17 S USD-SGD 1.3447 1.3525 Fade the USD relief rally, prepare -0.58
for renewed interest towards
EM/Asia
8 |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
Jan-Sep*** 2017 Return  -1.56
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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