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The USD closed slid against most G7 currencies on Friday. Cyclicals were the
outperformers, with the AUD, NZD and CAD all marking strong gains against
the USD. Meanwhile, the EUR recovered to close above the 1.1400 handle.

While we are not near the end of the Turkish issue, we have yet to see further
evidence of a systemic contagion into Europe and EM Asia. The spreading of
concerns, if any, should be contained the usual EM stress points.

Meanwhile, CFTC data continue to show an investment community heavily
positioned in favour of the USD. In the latest week, the leveraged accounts
added to their implied USD longs marginally, with shorts added to the AUD,
NzD and EUR positions. JPY shorts were pared. Asset managers also reduced
their implied USD shorts. Overall, with little to spark an unwinding, the
extended implied USD long position within the leveraged accounts may
still persist going forward.

At this juncture, USD prospects are down to the Turkish issue in the near
term, and Fed expectations beyond that. If Turkish concerns continue to
show no outsized impact on the DM markets, the USD may continue to
consolidate, with the DXY index not likely to surface above the 97.00 mark,
early this week.

Further out, this week’s busy central bank calendar provides another
opportunity to reassess relative central bank dynamics. Of interest is whether
the recent EM jitters would derail policy normalization within the G7
central banks, in particular the ECB. In Yellen's time, the international
financial stability was a concern in Fed discussions, although it does appear to
take a secondary position this year. Specific to the Fed, watch for
comments on the flattening yield curve and balance sheet normalization.

Nevertheless, we expect Fed expectations to emerge unscathed, while there
may be more uncertainty over the ECB. Prefer to remain nimble and trade
tactically around the risk events.

This week will see heavy activity across the central banks. Today, BOC’s
Wilkins (1315 GMT), Fed’s Bostic (1500 GMT), ECB’s Weidmann (1800 GMT)
and RBA’s Lowe (2200 GMT) are all on tap. RBA (Tue), Fed (Wed) and ECB
(Thu) minutes scheduled before the Jackson Hole Symposium (Fri to Sat).

On the data front, watch for preliminary US/Eurozone PMIs (Thu) and German
GDP (Fri).
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Sino-US trade issues should return to the centre-stage, as the Turkish
distraction continues to fade away. Low-level trade talks between the US and
China are scheduled this week, with a roadmap that may lead to a Xi-Trump
meeting in November to be discussed. The November timeline appears
curious, given the US midterm elections scheduled on 6 November. The six
days of public hearings on proposed tariffs for US$200bn of Chinese goods are
also scheduled to start this week.

With the broad USD in a consolidative mode for now and the USD-RMB
easing away from the sensitive zone, the pressure on the PBoC may lifted
temporarily. Nevertheless, the market remains edgy on any further measures
that the PBoC may introduce to support the RMB complex.

In the rest of EM Asia, we do expect the Asian currencies to continue
their recovery early this week, in-line with broad USD movements.
However, we expect any dips our Asian Currency Index (ACI) to remain
relatively shallow, especially with the Turkish issue still simmering in the
background, and the recent economic prints being weaker-than-expected
across Asia.

In terms of Asian net portfolio flows, the latest prints continued to look mixed
overall. In North Asia, equity outflows in Taiwan were offset by inflows into
South Korea on both the equity and bond fronts. In South Asia, we continue to
experience equity outflows in the Philippines, Thailand and Malaysia.
Nevertheless, bond inflows into Thailand were also recorded.

This week on the Asian data calendar, watch for Filipino BOP today, Thai trade
balance (Tue), and inflation prints for Singapore (Thu) and Malaysia (Fri).

SGD NEER: The SGD NEER fluctuated near +1.10% above its perceived
parity level (1.3858) this morning. The NEER-implied USD-SGD thresholds
continued to ease in-line with the broad USD. Intra-day movements expected
between the +0.90% (1.3735) and +1.20% (1.3694) thresholds. With macro
fundamentals not supportive of excessive SGD strength, we expect the
+1.20% threshold on the SGD NEER to be a cap in the near term.
Moreover, the USD-SGD may attempt to hold on to the 1.3700 handle over the
coming sessions.

CFETS RMB Index: The USD-CNY mid-point was set lower, within
expectations, at 6.8718 compared to 6.8894 on Friday. The CFETS RMB Index
edged higher to 92.80, from 92.78 previously.
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CFETS NEER vs. USD-CNY mid-point Asian Currency Index
106 - Reverse [ 6.00
scale L 610 120 -
103 - 118 -
- 6.20
116 -
100 [ 630 114
- 6.40 112
97 A r 6.50 110 -
- 6.60 108 -
7 L 670 106 -
L 650 104 -
91 4
L 6.90 102 +
100 T T T T — T — T T T T
88 : : : : : ; ; ; — 7.00 < o < 1 h N O O W I~ ~ I~ 0 &
1114 17714 1115 1715 1116 1/7/16 Y17 Y7/17  1/1/18  1/7/18 T YT ZTIZITYIZOTOYCS
©c 3 o0 ®m 3 0 ®8m 2 2 ®m 3 o0 & 3
——CFETSRMBIndex —— USD-CNY Fix (RHS) = z = =z = =z = =z =
Source: OCBC Bank, Bloomberg
Short term Asian FX views
Currency Bias Rationale
USD-CNH > New signals by the PBoC reflects discomfort with USD-CNH level near 6.9500. Look for a consolidation

around the 6.9000 handle; may continue to test higher, especially if the broad USD continues to push higher;
near term cap may be at 6.96-7.00.

USD-KRW /1 Finance Minister signals possible intervention if volatility in the KRW spikes; portfolio inflows turning higher
again; weaker than expected unemployment print may douse rate hike expectations

USD-TWD — Equity outflow situation flipped into net inflow territory; stronger than expected inflation print offset by weaker
export growth

USD-INR /1 Net inflow momentum in a rolling 20D basis building quickly; USD-INR above 70 is essentially in uncharted
territory

USD-SGD /1 Pause in broad USD momentum cap near term advances in the pair; consolidation of the SGD NEER above

the +1.00% above parity level and firm prints on core inflation may further fuel suspicions of a tightening
move by the MAS in October

USD-MYR /1 BNM expected to be on hold until 2019; equity outflows easing; with 4.08 and 4.10 resistances quickly
broken, there appears to be little catalyst for MYR strengthening

USD-IDR /1 Bl surprise hike, but the move did little to support spot IDR; President Jokowi called for further building of
foreign reserves; IDR may be more exposed to Turkish issue due to widening CA deficit and high percentage
of foreign ownership in government bonds; asymmetric reaction to broad USD movements

USD-THB /1 Case for rate hike continues to build in the latest policy meeting, but the BOT still expected to be a laggard
among the Asian central banks; 2Q GDP firmer than expected.

USD-PHP /1 BSP rate hiked 50 bps, as expected by some quarters; BSP retains a hawkish stance, ready to hike further if
inflation remains out of control

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

15 - z-score . 1m% [ -4 25
Awk MA StrongerAsia FX
1.0 4 -3 2.0 RISK OFF
05 - P2 15
1
00 —fr—if V’M ALV A RO B 10
W 0 05
-05 ’ ’
c1
10 - . ' T | w
: F2
il
15 . L3
Weaker AsiaFX
-1.0
20 - !
NNRNNNNNNNNNN®O®®O®®O® 0 0 0 15 RISK ON
R B R A Y < < 0 0 © © ~ ~ ® ©
CQ9 5 53 7S5S3%2830 528555379 b iy bni i 7 iy b b i i
fE3<537238028885<583°73 s 03 = 3 5 3 5 3 : 3
——Total Net Flows (20DRS)  —— ACI (RHS) T
Source: OCBC Bank Source: OCBC Bank
1M Correlation Matrix Technical support and resistance levels
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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 I, as implemented in any jurisdiction).
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