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FX Themes/Strategy/Trading Ideas — The week ahead

Supportive US August NFP numbers lifted the UST yield curve and broad
dollar on Friday. Apart from EUR weakness, the antipodeans in particular
trailed the USD on the back of ongoing global trade tensions and we remain
negative on the AUD.

From a yield differential perspective, Friday’s US labor market numbers
continue to bolster underpinnings for FOMC rate hike expectations and
USD resilience. On this front, note that the TY is now looking increasingly
bearish as we begin a new week.

On the CFTC front, large non-commercial positioning in aggregate saw a slight
dip in the implied net long dollar bias in the latest week but asset manager
accounts pared slightly their implied short dollar bias. Meanwhile, leveraged
accounts also reduced slightly their overall implied net long dollar bias in the
latest week. Nonetheless, note that implied net dollar longs for this class of
accounts remain essentially at cyclical highs.

On the risk appetite front, note that the FXSI (FX Sentiment Index) continued
to climb within Risk-Neutral territory for the 6th consecutive session on Friday
and the Index continues to run the risk of bleeding into Risk-Off territory this
week.

The highlights on the data calendar this week include industrial production in
UK (0830 GMT), Germany (0900 GMT) and Eurozone (Wed), Australia
business conditions (Tue), US CPI (Thu) and retail sales (Fri).

On the central bank front, watch for BOE and ECB policy decisions (Thu), and
the Fed Beige Book (Wed). Today will see comments from Bostic (1600 GMT),
before a swathe of central bank speakers over the week, headlined by Fed’s
Brainard (Wed) and BOE’s Carney (Thu).

With the broad dollar still in the ascendant and the Bank of Canada torn
between NAFTA uncertainties (which remain unresolved) and the need to
address solidifying inflation pressures, USD-CAD may have scope to test
higher in the near term. From a USD-CAD spot ref of 1.3137 on Friday, we
target 1.3365 and leave a stop at 1.3020.
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Asian FX

With US President Trump still continuing to spew rhetoric on the tariff front with
respect to China, US-Sino trade tensions are expected to remain front and
center within global markets this week, as we await the expected
announcement on further tariffs on US$200bn of Chinese goods and any other
further provocations. Watch global equities as a key barometer.

EPFR flow data for the latest week denote a reduction of net implied inflows in
Asian (ex Japan, China) equities in the latest week but jump in net implied
outflows for Asian bonds. On both fronts however, this represents a 3¢
consecutive week of net outflows for bonds and equities in the region.

In terms of actual net portfolio flows in the region, sharp bond outflows
are finally manifesting significantly in the bond market while rolling net
bond and equity flows have collapsed to neutral, leaving INR and govies
vulnerable to further weakness. Overall, despite fairly elevated carry and
vols, Asian markets may remain vulnerable to a fresh bout of negative
global sentiment.

On the Asian data calendar this week, watch for India CPI and industrial
production (Wed) and China retail sales and industrial production (Fri).

SGD NEER: The SGD NEER eased further at the start of this week, coming in
softer at around +0.65% above its implied parity (1.3891) this morning with
NEER-implied USD-SGD thresholds higher. We remain constructive on the
pair, and look to add on dips to 1.3740.

CFETS RMB Index: The USD-CNY mid-point came in largely as expected at
6.8389 from 6.8212 on Friday. This took the CFETS RMB Index lower to 93.49
from 93.52 yesterday. With the USD-CNY spot above the 6.8500 handle again,
watch for another potential test of the 6.9000 handle this week.
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Short term Asian FX/bond market views

Currency

Bias

Rationale

USD-CNH

Inability to break through the 6.8000 level may set the stage for a range-bound trading between 6.80-6.90;
no signs of immediate progress in Sino-US trade talks with the public comment period for the proposal to
implement tariffs on US$200bn worth of imports to end on 5 Sep, new round of tariffs may hit by end-Sep

USD-KRW

Expect to track RMB movements; weaker than expected unemployment print may douse rate hike
expectations; BOK held rates unchanged with subsequent rhetoric sounding dovish again. Expectations for a
rate hike by BOK before year-end may have to be trimmed

USD-TWD

Expect to track RMB movements; flow dynamics still fluid with no clear directionality

USD-INR

Net inflow momentum in a rolling 20D basis starting to moderate; hit by renewed EM jitters led by Argentina.
USD-INR may continue to threaten 72.00, with govies still seen under downside pressure

USD-SGD

Pause in broad USD momentum cap near term advances in the pair; another firm core inflation print to fuel
speculation for a tightening move by the MAS in October, do not rule out this possibility yet. Near term, the
SGD is not out of the woods yet, still demonstrating a responsivenss to the firmer dollar dynamic

USD-MYR

BNM static in September; MYR remains vulnerable in line with its peers. Reported net equity outflows
neutral. On a related note, expect SGD-MYR to continue to attmept to lift, especially with 3.00 now having
been violated.

USD-IDR

IDR may remain exposed to EM jitters due to C/A deficit concerns and a high percentage of foreign
ownership in government bonds. Note expectations for Bl to hike in September again (another inter-meeting
hike would not be totally unexpected). NDF points, especially in the front-end are already reflecting elevated
levels, potentially discouraging fresh short term USD longs, potentially pushing interest out towards the back-
end in the forward/forwards if investors remain bearish on the IDR. On a related note, 10y govies may not
relinquish the 8.50% handle convincingly just yet.

USD-THB

2Q GDP firmer than expected; Bank of Thailand striking a new hawkish tone should provide support, top
aide to Thai PM also signalled possible rate hike before year-end; inflow momentum still strong

USD-PHP

BSP rate hiked 50 bps in August, as expected by some quarters; BSP retains a hawkish stance, ready to
hike further if inflation remains out of control. Already heightened mplied costs may deter fresh short term
PHP bears in the NDF outrights in the absence of fresh EM distress.

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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Government bond vield changes
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FX Trade Recommendations

Inception B/S  Currency Spot  Target Stop/Trailing Stop Rationale
TACTICAL
1 | 04-Sep-18 S AUD-USD 0.7190 0.7020 0.7275 Vulnerability to contagion, static RBA
2 | 07-Sep-18 B USD-CAD 1.3137 1.3365 1.3020 USD resilience, NAFTA uncertainty
STRUCTURAL

RECENTLY CLOSED TRADE IDEAS

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

* realized

Treasury & Strategy Research 7



. &) ocBcBank
11 September 2018 Daily FX Outlook

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
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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
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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 I, as implemented in any jurisdiction).
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