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Despite firmer than expected factory orders, the USD slipped against all G7
currencies. Risks appear to be taken off the table ahead of the Independence
Day, with the 10y UST yield slipping around 5 bps during the NY session. Note
also, that the 30y UST vyield is testing recent lows for the third time, and also
running against its 200-day MA.

The de-risking move also led some USD-JPY longs to be closed. Expect the
USD-JPY and JPY-crosses on ongoing trade issues.

Overall risk sentiments though appeared to ease somewhat on the back of
positive EU/EM equities and a firmer EM FX. Our FX Sentiment Index (FXSI)
inched away from the Risk-Off zone.

On the EUR front, some political uncertainties were eased after the resolution
of the migration issue within the CDU/CSU union. A more difficult discussion is
set for Thursday, with the SPD. Until market attention moves on from this,
we refrain from being outright constructive on the EUR, at least until the
release of the FOMC minutes on Thursday.

The GBP also caught a tailwind on hawkish comments by BOE’s Saunders,
hitting above 1.3200 against the USD this morning. Elsewhere, note that the
Reserve Bank of Australia (RBA) refrained from tilting too far into the dovish
bracket in the latest policy decision, even as it held rates unchanged.

With political issues not completely cleared in Germany, we think the G7
currencies should still be in a lockdown mode within established ranges,
at least until the FOMC minutes. A dovish message from the FOMC
minutes may spur a positioning shift away from the broad USD, in favour
of the EUR.

With the US away, the data calendar is focused on Europe. Watch for a series
of services and composite PMIs from Europe (0715 GMT onwards).
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Asian FX

The focus in Asia remains on the RMB complex. As we mentioned, the first key
waypoints (USD-CNY above 6.70, CFETS RMB Index at 95) for potentially
heavier PBoC intervention were hit early yesterday. Indeed, we saw the
governor, Yi Gang, enter the fray to jawbone the USD-CNY lower, and to “keep
the RMB exchange rate basically stable at reasonable and balanced level”.
Heavy USD selling was also noted from the state banks.

With the signaling strong from the PBoC, we think the USD-CNY may
have seen a near-term top ahead of the impending imposition of the
tariffs. At this juncture, we do not rule out a move towards 6.6000 levels if
onshore USD selling spreads from the state banks to corporates. The
movement of the CFETS RMB Index around the 95.00 region will also be
key.

Renewed sense of stability coming from the RMB complex should support
Asian currencies. Expect the Asian Currency Index (ACI) to dip lower intra-
day. Nevertheless, the impending trade war should continue to cast a pall.
Remain cautious in chasing USD-Asia lower, unless the reversal in the RMB
complex deepens.

In terms of Asian portfolio flows, note that equity outflows from Taiwan has
neared depressed levels by recent standards, and the momentum still shows
no signs of slowing. Outflow momentum is also building in Thailand, while
staying near elevated levels for India.

SGD NEER: The SGD NEER firmer this morning, standing at around +0.40%
above its perceived parity level (1.3687). The NEER-implied USD-SGD
thresholds were lower alongside the weaker USD overnight. Expect the pair to
move within the +0.20% (1.3660) and +0.50% (1.3619) thresholds intra-day.
Note the quick reversal back below the 1.3700 handle after the initial spike
yesterday. We continue to expect the 1.3700 handle to be a firm resistance
going forward, and for the USD-SGD to consolidate between the 1.3630 to
1.3680 levels.

CFETS RMB Index: The USD-CNY mid-point was set higher, within
expectations, at 6.6595 compared to 6.6497 on Tuesday. The CFETS RMB
Index weakened to 94.79, compared to 95.10 previously.
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CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Short term Asian FX views
Currency Bias Rationale
USD-CNH /1 Sino-US trade tensions becoming base case, 6 July is the key date; we have hit the first key waypoints

(RMB index at 95, USD-CNY at 6.70) for possible intervention on RMB depreciation, and the response was
swift; a near term top may have been established

USD-KRW 1 Net portfolio inflows remain at healthy levels; may suffer significant collateral damage if Sino-US trade war
escalates; headline economic prints, latest being PMI and inflation, still weak for South Korea

USD-TWD 1 Equity outflows intensifying; pair led higher by the weakening RMB complex

USD-INR /1 Higher oil prices continue to pressure; RBI ease foreign ownership caps on government bonds while using
OMO to support the local bond market

USD-SGD /1 SGD NEER comfortable again within the +0.20% to +0.60% above parity zone; pair responsive to broad
USD movements; expect resistance around the 1.3700 handle

USD-MYR 1 Pair may grind towards 4.10 after moving clear of 4.00 on the back of USD strength; easing political tensions
as new government settles into the role

USD-IDR 1 Surprise 50 bps hike; coordinated effort by the government and Bl may limit USD-IDR gains, but will not
fundamentally reverse the trend; latest inflation prints mixed, near bottom end of Bl tolerance band

USD-THB 1 BOT remains a laggard among the Asian central banks, keeping rates unchanged in the latest meeting; note
official tolerance over weakening THB; bond outflows re-asserting; latest inflation prints mixed

USD-PHP 1 BSP hiked rates in the latest meeting, signaling further rate hikes to come; PHP remains pressured due to

intensifying outflows

Source: OCBC Bank
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USD-Asia VS. Net Capital Flows
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ACI VS. Net Capital Flows FX Sentiment Index
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1M Correlation Matrix Technical support and resistance levels
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Government bond vield changes
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FX Forecasts

Spot Jul-18 Sep-18 Dec-18 Mar-19
USD-JPY 110.89 111.45 112.31 112.95 113.42
EUR-USD 1.1655 1.1558 1.1456 1.1655 1.1908
GBP-USD 1.3177 1.3067 1.2981 1.3207 1.3395
AUD-USD 0.7379 0.7282 0.7230 0.7355 0.7472
NZD-USD 0.6770 0.6640 0.6576 0.6734 0.6892
USD-CAD 1.3168 1.3293 1.3391 1.3059 1.2848
USD-CHF 0.9918 0.9969 1.0020 0.9889 0.9735
USD-SGD 1.3646 1.3718 1.3776 1.3797 1.3596
USD-CNY 6.6351 6.6836 6.7135 6.6884 6.6353
USD-THB 33.13 33.40 33.54 33.48 32.87
USD-IDR 14355 14488 14547 14533 14508
USD-MYR 4.0398 4.0557 4.0831 4.0723 3.9971
USD-KRW 1118.15 1131.87 1140.20 1147.65 1133.30
USD-TWD 30.456 30.680 30.836 30.943 30.550
USD-HKD 7.8458 7.8474 7.8486 7.8465 7.8430
USD-PHP 53.39 53.74 53.93 53.65 53.27
USD-INR 68.44 69.12 69.59 69.99 69.57
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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.

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 I1”), 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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