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FX Themes/Strategy/Trading Ideas

Crashing US equities on the back of trade war jitters saw the dollar in
general on Monday with the JPY also outperforming across the board as risk
aversion surfaced.

Going ahead, expect the temperature on global trade tensions to persist in
the coming sessions. Following China’s announcement of additional tariffs
on US products on Sunday, note that the Trump administration is due (by
Friday) to also announce planned imports on a further list of China imports
under the auspices of Section 301.

In the immediate term, look towards soggy equities and commodities (note
crude crashed -2.10% to 62.79) for intra-day cues. Our FXSI (FX Sentiment
Index) climbed further into Risk-Off territory on Monday with EM risk
premiums continuing to widen. Note that the Index has remained in Risk-Off
territory for the past 8 sessions.

On the macro front, the string of global manufacturing PMIs may
continue to fuel incipient negativity across global markets. While the
manufacturing PMIs for Australia were mixed, the indices for Japan softened
(1Q Tankan headlines were on the wrong side of expectations) from the
previous month, while the US equivalent came in softer than expected. In
addition, the March ISM also moderated more than expected from the
previous month, with the employment sub-index also deteriorating.

In Asia, the manufacturing PMIs for China, South Korea, Taiwan, Malaysia,
Indonesia, and Thailand deteriorated from the previous month, with the
indices for South Korea, Malaysia, and Thailand slipping into contraction
territory (i.e., <50.0).

Overall, preference to stay heavy on the AUD-USD and the JPY-crosses
in the current risk environment. Meanwhile, with the global macro
environment displaying little in the way of optimism, expect the global
long-end (US2/10s are now sub-50bps) to remain depressed.

For today, the RBA (0430 GMT) is expected to remain static at 1.50%
(markets looking for no change for 2018) with inflation not an immediate
threat and wage growth remaining largely constrained. Watch also for any
acknowledgement of a potential drag on growth from global trade tensions.

Look to Fed speak from Kashkari (1330 GMT) and Brainard (2030 GMT)
from central bank speak otherwise expected to be quiet for today. The data
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feed includes EZ manufacturing PMI (0800 GMT) and UK manufacturing
PMI (0830 GMT).

Asian FX

On Asian net portfolio inflows, South Korea remains in a net inflow balance
(on a rolling 20-day basis) while Taiwan continues to experience net equity
outflows. For Indonesia, net bond inflows remain strong although the bleed
from net equity outflows continues to persist. Similarly, Thailand continues to
enjoy strong inflows on the bond front, with the negative gap for net equity
outflows continuing to compress.

Thus, the infection from global trade tensions has yet to translate into an
actual flight from EM/Asia at this juncture, although markets may potentially
be in close proximity to a flashpoint. To this end, we note that short-end EM
FX vols still not outpacing G7 vols at this juncture. Overall, expect downside
for the ACI (Asian Currency Index) to remain limited nonetheless.

South Korea: The authorities are keeping a close watch on USD-KRW
movements as it fell through the 1060 handle, and will take corrective action
to negate excessive movements.

India: The RBI will allow state banks to spread their mark-to-market bond-
trading losses across four quarters. This is thought to be a positive for the
state banks, and reignite demand for government bonds.

SGD NEER: The March PMI improved to 53.0 from 52.7 in February but
investors may continue to look towards external cues. The SGD NEER
meanwhile is softer on the day at around +0.43% above its perceived parity
(1.3174). NEER-implied USD-SGD thresholds are a touch higher on the day.
Expect a familiar +0.30% (1.3135) to +0.60% (1.3096) range to prevail intra-
day.

Asian Currency Index
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CFETS RMB Index: The USD-CNY mid-point rose (as largely expected) to
6.2833 on Tuesday from 6.2764 on Monday. This took the CFETS RMB
Index lower to 96.69 from 96.82.
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CFETS NEER vs. USD-CNY mid-point
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FUR-USD e EUR-USD The EUR-USD may remain
‘ anchored (albeit top heavy) around the 1.2300
handle pending further cues. Note that short term
implied valuations are attempting to edge lower but
a slide may be forestall barring another bout of
acute risk aversion. In the interim, expect a base
towards 1.2255 with the 55-day MA (1.2337) seen

EEEEEEEEEEEE: capping.
25288 8%528¢%38¢%
— Actual — Fitted
Source: OCBC Bank
USD-JPY e USD-JPY The USD-JPY’s foothold at 106.00

may remain questionable if risk aversion continues
to simmer in the background. Short term implied
valuations for USD-JPY remain southbound at this
juncture and 105.30 may continue to remain on the
horizon at this juncture.
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AUD-USD

e AUD-USD Ahead of the RBA later today,
expect a glass ceiling at 0.7700 and investors are
expected to be characteristically sensitive to any
less than hawkish hints from the central bank. Risk-
reward in the interim may continue to favor an
eventual drift towards 0.7600.
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GBP-USD e GBP-USD The GBP may attempt to continue
147 to strike out on its own despite prevailing market
142 ] nervousness in general. Ahead of the
137 | manufacturing PMI later today (0830 GMT), expect
132 ] base building towards the 55-day MA (1.3988) with
127 ] immediate resistance expected on approach of
122 | 1.4100.
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USD-CAD

139 e USD-CAD The CAD may remain a casualty of
ol fumbling crude and generalized risk aversion levels
in the near term. Meanwhile, short term implied
valuations are relatively static and the pair may
remain cordoned off within 1.2800-1.3000.
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USD-Asia VS. Net Capital Flows
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ACI VS. Net Capital Flows

EX Sentiment Index
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FX Trade Ideas
Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
STRUCTURAL
1| 19-Jan-18 B EUR-USD 1.2274 1.2865 1.1975 ECB likely to alter its forward
guidance into the spring
2 | 31-Jan-18 S USD-JPY 108.67  102.35  111.85 Market fixation on USD weakness,
despite mitigating factors and the
BOJ
3| 15-Feb-18 B GBP-USD 1.4014  1.4855  1.3590 Borad dollar vulerability coupled

with hawkish BOE expectations.

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S  Currency Spot Close Rationale P/L (%)*

1| 09-Feb-18  15-Feb-18 B USD-CAD 1.2600 1.2470 Softer crude and fragile appetite -1.03
towards the cyclicals

2 | 22-Feb-18 09-Mar-18 B USD-CAD 1.2696 1.2820 Post FOMC minutes, rising implied +0.99
valuations for the pair

3 | 06-Mar-18 12-Mar-18 S AUD-USD 0.7765 0.7855 Non-hawkish RBA meeting -1.14
outcome, vulnerability to USD
resilience

4| 08-Mar-18 13-Mar-18 S USD-JPY 106.00 106.85 White House policy uncertainty, -0.83

risk aversion

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 Bank, its related companies, their respective directors and/or employees (collectively “Related
Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein.
Such interests include effecting transactions in such investment products, and providing broking, investment
banking and other financial services to such issuers. OCBC Bank and its Related Persons may also be related to,
and receive fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not
share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or
any information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or
entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity)
(any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In
particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials
to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and
the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID 11”), or
any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible
for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including,
without limitation, MiFID II, as implemented in any jurisdiction).
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