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FX Themes/Strategy/Trading Ideas — Risk aversion but no fear

A classic risk-off environment saw global equities (including in EM) and
commodities selling off, UST yields slumping, with the USD, JPY, and CHF
outperforming their peers. On the data front, the US Jan non-manufacturing
ISM came in at a stronger than expected 59.9 from an upwardly revised
56.0.

The S&P slumped -4.10% while the 10y UST vyield crashed to 2.7093% from
2.852% on safe haven bids. The FXSI (FX Sentiment Index) rocketed into
Risk-Off territory on Monday as short term FX vols spiked and EM risk
premiums jumped. Note that the Index has not ventured into Risk-Off
territory since late June 2016.

The ECB’s Draghi offered sufficiently support comments with respect to the
macro outlook in Parliament on Monday. Note however that he reiterated
that caution towards currency market volatility. For Tuesday, look towards
any evolving headlines on ongoing German political coalition talks

Cross-asset price action in the last two global sessions has been
characterized as corrective, long liquidation, profit taking, and capitulation.
Thus, the current market psychology continues to retain a measure of
optimism (at this juncture) — risk aversion without the fear amid talk of bottom
fishing. Further implicit dollar support may be expected intra-day if “risk--
aversion” continues to play out with investors expected to watch key
supports across assets prices.

Our 16 Jan 18 idea to be tactically short USD-SGD (spot ref: 1.3230) was
closed out at the profit stop of 1.3175 on 02 Feb 18 for an implied +0.39%
gain.

Asian FX

Asian equities this morning started in the red (N225 down -4.71 as of the
time of writing) and expect USD-Asia to search higher in the current
environment with the ACI (Asian Currency Index) now within reach of
neutralizing its year-to-date decline. On this front, the MYR and the THB we
think would be at greater relative risk if net inflows continue to evaporate in
the coming sessions.

Except for India, net portfolio inflows for South Korea, Taiwan, Indonesia,
Philippines, Thailand have continued to moderate south and this will
potentially leave the regional pairs relatively more vulnerable to further USD
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strength/risk aversion.

e SGD NEER: The SGD NEER veered towards parity again in NY but has
since stabilized around +0.10% above its perceived parity (1.3225). NEER-
implied USD-SGD thresholds are slightly firmer on the day. At current levels,
the -0.10% threshold is estimated at 1.3238 and +0.20% at 1.3198.
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e CFETS RMB Index: The USD-CNY mid-point this morning rose as largely
expected to 6.3072 from 6.3019 yesterday. This somewhat restrained move
resulted in the CFETS RMB Index gaining further to 96.83 from 96.72
yesterday.

CFETS NEER vs. USD-CNY mid-point
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FUR-USD e EUR-USD With its recent moderation lower,
the EUR-USD has expunged it's perceived over
valuation relative to its short term implied
valuations. Ahead of German political headlines and
amidst the current bout of risk aversion, a further
retracement towards 1.2300/30 cannot be

1’ ) discounted.
— Actual — Fitted
Source: OCBC Bank
USD-IPY e USD-JPY With the N225 collapsing this

morning, the USD-JPY would invariably be
expected to hunt lower towards 108.00/30. Short
term implied valuations have also ratcheted lower
on the back of risk aversion.
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AUD-USD

e AUD-USD This morning, the Dec trade
080 1 balance surprised with a -AUD1.36bn deficit
078 | (instead of a surplus) while Dec retail sales also
076 disappointed with a larger than expected -0.50%

contraction. For today, look to the RBA policy
meeting (0330 GMT) for further cues, although with
risk appetite still tender, any “disappointment” out of

2892895555553 the RBA may further trip the pair towards the 50%
5323583532358 3% retracement of 0.7819. Short term implied
Actial ——Fitted valuations meanwhile remain suppressed.
Source: OCBC Bank
GBP-USD e GBP-USD Jan composite/services PMI came
147 | in on the wrong side of expectations on Monday
142 | while background caution towards discord within
137 the Tory party may also restrain the GBP in an
132 | environment of risk aversion. Ahead of the BOE
127 | MPC this week, note that short term implied
122 ] valuations meanwhile remain continue to remain
117 supported. Barring an acute meltdown in global
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markets, expect some base building behavior
towards 1.3900/30 ahead of 1.3860.
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USD-CAD

e USD-CAD Ahead of the BOC’s Wilkins on
Thursday, USD-CAD may potentially gravitate
towards its 55-day MA (1.2604) and its 100-day MA
(1.2608) if global sentiment continues to remain
fragile in the near term on the back of an
equity/crude sell off.
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South Korea

USD-Asia VS. Net Capital Flows
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1M Correlation Matrix Technical support and resistance levels
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FX Trade ldeas

Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1 |15-Jan-18 B EUR-USD 1.2199 1.2645 1.2305 "Hawkish" ECB expectations,
positive German poloitical news
flow
STRUCTURAL
2 | 19-Jan-18 B EUR-USD 1.2274 1.2865 1.1975 ECB likely to alter its forward

guidance into the spring

3| 31-Jan-18 S USD-JPY 108.67 102.35 111.85 Market fixation on USD weakness,
despite mitigating factors and the
BOJ

RECENTLY CLOSED TRADE IDEAS

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

1 |21-Nov-17  09-Jan-18 S USD-SGD 1.3561 1.3345 Little contagion in geopolitical +1.56
risks, sanguine portfolio inflow
environment,USD fragility

2 |09-May-17 12-Jan-18 B GBP-USD 1.2927 1.3700 USD skepticism, UK snap elections,  +4.71
positioning overhang, hawkish
BOE?

3 |27-Nov-17  26-Jan-18 B GBP-USD 1.3344 1.4135 Investors may imputeBrexit talks in ~ +5.56

December. Prevailing USD
weakness.

4 |16-Jan-18 02-Feb-18 S USD-SGD 1.3230 1.3175 Heay dollar, positive risk appetite, +0.39
SGD NEER not excessively strong

**of notional

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.

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 II”), 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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