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FX Themes/Strategy/Trading Ideas — The week ahead

The dollar on Friday continued to firm for a 2" consecutive session into the
end of last week with better than expected Feb industrial production and
March Michigan consumer sentiment readings coming in better than
expected. The cyclicals also largely underperformed across the board with
the FXSI (FX Sentiment Index) ticking higher within Risk-neutral territory.

This week, the FOMC outcome on Wednesday and apart from the
accompanying statement and press conference, watch the dot plots,
economic forecasts, projected terminal rate for concrete cues. Overall,
investors at this juncture we think are cautious towards any upside or
hawkish surprises from the Fed.

On the other side of the equation, ECB appearances this week kick off with
Mersch today at 1800 GMT today and with Lautenschlaeger and Nouy on
Thursday. Elsewhere, the BOE MPC is due on Thursday while the BOE’s
Ramsden (Thursday) and Vliegh (Friday) have also been penciled in. RBA
meeting minutes and the RBA’s Bullock are also due on Tuesday.
Meanwhile, the RBNZ is due to remain static at 1.75% late Wednesday. The
Bank of Canada’s Wilkins is also due on Thursday. In Asia, the BSP, CBC,
and Bank Indonesia are expected to keep their respective policy
parameters unchanged on Thursday.

In sum, investors will have to gauge how the string of global central banks
(either disparately or as a collective) stack up this week to determine the
trajectory for the broad dollar and rates as we head into the spring. To put
things in perspective, note that global long-end yields stepped lower in the
past week.

On the positioning front, CFTC data meanwhile showed large non-
commercial, leveraged, and asset manager accounts increasing their net
implied short dollar bias in aggregate in the latest week. These positions
may have perhaps been pared slightly by the end of last week as the dollar
attempted to grind higher.

Apart from central bank guidance this week, the USD may also be potentially
weighed by simmering political uncertainty (watch for Mueller or White
House headlines). As noted previously, these developments may be multi-
dimensional — The administration’s perceived stability vs. the escalation of
global trade tensions. At this juncture, perceived USD vulnerability may
remain contained and selective via the USD-JPY but if risk aversion
assumes a more pervasive complexion, USD resilience may instead


mailto:ngcyemmanuel@ocbc.com

19 March 2018

. &) ocBcBank
Daily FX Outlook

manifest against EM/Asia.

Asian FX

From the EPFR perspective, implied net portfolio inflows into Asian (excl
Japan, China) equities increased marginally in the latest week but remained
at fairly subdued levels. Meanwhile, net implied portfolio inflows into Asian
bonds flipped to a net outflow balance in the latest week.

On other fronts, actual Asian net portfolio inflows continued to stabilize
and bottom out in the past week but any implicit positivity may be diluted by
investor caution towards the mid-week FOMC or alternatively, potential risk
aversion.

As a result, expect the ACI (Asian Currency Index) to continue to be
hesitant on the downside and to remain within recent ranges in the interim.

SGD NEER: The SGD NEER is softer again this morning at around +0.30%
above its perceived parity (1.3222) with NEER-implied USD-SGD thresholds
marginally higher on the day. Expect the NEER to ply a +0.10% (1.3209) to
+0.40% (1.3169) range pending further external cues.
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CFETS RMB Index: The USD-CNY mid-point this morning slipped slightly
(as largely expected) to 6.3320 from 6.3340 on Friday, leaving the CFETS
RMB Index a touch higher at 96.21 from 96.12.
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CFETS NEER vs. USD-CNY mid-point

r 7.00
105 A - 6.90

- 6.80
100 A

- 6.70
95 A ~ 6.60

r 6.50
90

r 6.40
85 1 r 630

r 6.20
80

r 6.10
75 T T T T T T T T 6.00

1/1/10 1/1/11  1/1/12  1/1/13  1/1/14  1/1/15 1/1/16  1/1/17  1/1/18

———CFETS RMB Index =~ —— USD-CNY Fix

Source: OCBC Bank, Bloomberg

Treasury & Strategy Research 3



&) ocBcBank

19 March 2018 Daily FX Outlook
G7
FUR-USD e EUR-USD Expect the pair to potentially
123 4 succumb to gravity (and towards its short term

implied valuations) as we head into the mid-week
FOMC. Any sustained breach of the 55-day MA
1131 (1.2284) may light the way to 1.2230 and 1.2200 in
the near term.
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USD-JPY e USD-JPY The near term near remains
118 1 unchanged and we continue to expect implicit
heaviness for the USD-JPY while being anchored
around 106.00. Meanwhile, short term implied
108 valuations for the pair remain similarly subdued at
this juncture.
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AUD-USD

e AUD-USD Short term implied valuations for
the AUD-USD have stepped lower in the last
couple of sessions with little compelling positives to
underpin in the near term. Ahead of the RBA
minutes this week, expect the 100-day MA (0.7776)
to cap with risks instead tilted towards 0.7600.
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GBP-USD e GBP-USD GBP-USD has also reacted lower
147 | in tandem with the slightly more underpinned
142 greenback. Meanwhile, short term implied
137 valuations have edged lower ahead of the EU
132 | Summit (22-23 March) and the BOE MPC on
127 | Thursday. In the interim, expect the pair to continue
122 | to orbit its 55-day MA (1.3891).
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USD-CAD

139 4 e USD-CAD We continue to remain
ol constructive towards the upside for the USD-CAD
(note perceived Fed-BOC dichotomy), with short
term implied valuations continuing to lead the way
in the past week. Expect 1.3000 to offer significant
support, with the topside likely to be governed by
1.3100 ahead of the FOMC.
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ACI VS. Net Capital Flows EX Sentiment Index
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Government bond vield changes

Eurozone Japan
12.00 1.00 7 g 10.00 bPs
0.00 4
10.00 5.00 4
8.00 -1.00
2.00 | 0.00 -
6.00 0
-3.00
4.00 5.00
-4.00
2.00 E ]
5.00 4 10.00
0.00
-6.00 4 -15.00 A
-2.00 7.00 4
4.00 2.0 1 -20.00 4
-6.00 -9.00 - -25.00 -
3M  6M  12M  2Y 3y 5Y N 10Y M 6M  12M  2Y 3y 5Y N 10Y 3M  6M  12M  2v 3y 5Y N 10Y
®1D change M 1W change ® 1D change ™ 1W change ® 1D change M 1W change
UK Australia Canada
400 1 o 4.00  bps 200 9,
4 0.00 -
2.00 4 2.00
-2.00 4
0.00 4 ml . .
0.00 -
-4.00 4
2.00 -
2.00 6.00
-4.00
-8.00
-4.00 1
6.00 |
-10.00
-6.00
8.00 -12.00 4
-8.00 - -10.00 - -14.00 -
3M  6M  12M 2 3y s5Y 7Y 10Y 3M 12M 2y 3y 5Y v 10vY 3M  6M  12M 2y 3y sY 7Y 10v
m 1D change M 1W change ® 1D change M 1W change ® 1D change M 1W change
bps China Korea Taiwan
5.00 2.00 7 bps 1.80
bps
4 1. 1
4.00 1.00 4 60
3.00 | 1.40 1
0.00 4
1.20
2.00 -
-1.00 1.00 4
1.00
2.00 0.80
0.00 -
0.60
3.00
-1.00 0.40
-2.00 ~4.00 1 0.20 1
-3.00 - 5.00 - 0.00
6M 12m 3y 5Y 10v 3M &M 12m 2y 3y sY 10v¥ 2y 3% 10
® 1D change ™ 1W change ® 1D change M 1W change W 1D change ™ 1W change
India 5.00 - Indonesia Singapore
10.00 - bps 200 4 bps
bps
1.00
0.00 -
5.00 0.00 -+ _. —— e
-1.00
5.00 1 2.00 1
0.00
3.00
-10.00 -4.00
-5.00
-5.00
15.00 -6.00
-10.00 -7.00
20,00 -8.00
-15.00 - i\ 2y 3y 5Y 7Y 10 9.00
3M  eM  12M  2Y 3y sy 10Y 3M 6M 12m 2y sY 10v
m 1D change M 1W change m1D change M 1W change m 1D change M 1W change
Thailand Malaysia Philippines
3.00 7 bps 2.00 4 bps 500.00 -
bps
] 1.00
200 400.00 -
0.00
1.00
300.00
-1.00
0.00 -+
-2.00 200.00
1.00 4
-3.00
100.00
2.00 1
-4.00 4
0.00
-3.00 -5.00 4
-4.00 - -6.00 - -100.00 -~
3M 6M 12m 2y 3y 5Y 10Y 3M 7™M 12M 2y 3y sY 7Y 10v 3M M 12M  2Y 3y sY 7y 10vY
W 1D change M 1W change m 1D change M 1W change m 1D change M 1W change

Treasury & Strategy Research 8



. &) ocBcBank
19 March 2018 Daily FX Outlook

FX Trade ldeas

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 | 31-3an-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 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
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(including, without limitation, MiFID I, as implemented in any jurisdiction).
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