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FX Themes/Strategy/Trading Ideas

Buoyed by US firmer yields (amidst the deluge of auctions this week) and
wider rate differentials, the dollar managed to grind higher against the majors
on Tuesday with the DXY managing to surface above 89.50. Elsewhere,
global equities (including in EM) were slightly shaky, helping to lift the FXSI
(FX Sentiment Index) slightly within Risk-Neutral territory.

GBP-USD however managed to bounce off intra-day lows to end largely
unchanged after following a media report indicating potential increased
flexibility from the EU parliament with respect to “privileged” single market
access.

Overall, broad dollar gains overnight were for all the wrong reasons (higher
yields but largely supply/auction related) and further clarity from Fed cues
will be closely scrutinized today. In the interim, expect the greenback to
continue to hold a slight upper hand, especially if risk appetite levels remain
sketchy.

For today, the FOMC minutes (1900 GMT) focus may be the primary focus
of the market with Harker (1400 GMT) and Kashkari (1500 GMT) also due to
speak. Meanwhile, the BOE’s Carney, Broadbent, Haldene, and Tenreyro
testify before parliament on the Inflation Report. On the data front, look also
to the string of global PMIs on tap today for further macro cues.

Asian FX

EM FX (notably the TRY, MXN, and PLN) retreated against the USD on
Tuesday and given the current environment, expect the ACI (Asian
Currency Index) to look northwards intra-day. Although the structural model
for the ACI is attempting to stabilize, shorter term prospects for Asian FX
remains increasingly uncertain at this juncture.

Elsewhere, regional govie curves meanwhile have attempted to shadow the
UST curve higher (BOK governor states that it may hike if economy grows at
3% and global yields rise) but govies in India, Philippines and South Korea
remain relatively more susceptible to the downside on idiosyncratic
negatives.

With the tide washing out in recent weeks (in terms of risk appetite, net
portfolio flows, and the recent USD bounce), differentiation within the region
may increasingly be crucial. To this end, net portfolio inflows remain a
general drag in the region save for the THB while the IDR is witnessing
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some rebound in net bond inflows. Further on the IDR, Indonesia’s imminent
bond index inclusions (Barclays Indices) will likely restrain the USD-IDR’s
upside while also keeping the local govie curve relatively (and continually)
restrained.

After returning from a long weekend, the INR led the way lower in Asia on
Tuesday (net bond outflows and negative PNB headlines as cited culprits)
on near universal negative sentiment (no shortage of reasons ranging from
fiscal slippage to the current account deficit). Look to RBI meeting minutes
later today for fresh cues.

On other fronts, the PHP found interim support after the BSP governor noted
that the central bank would not hesitate to hike if the inflation threat persists.
He however indicated that “It is not evident we’re there yet’. We think
investors remain skeptical of the BSP’s recent relatively restrained inflation
outlook and RRR cut (despite the latter being termed an operational
adjustment). Coupled with lingering current account concerns, expect the
PHP and local govies to remain under pressure.

SGD NEER: The SGD NEER is lower again this morning at around +0.16%
above its perceived parity (1.3211) with NEER-implied USD-SGD thresholds
higher on the day in the wake of broad dollar moves overnight. Look to a
range within parity and +0.30% (1.3171). Bias for the pair may remain tilted
to the upside with resistance beyond 1.3200 expected into 1.3240/50 and
the 55-day MA (1.3288) thereafter.
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CFETS NEER vs. USD-CNY mid-point
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G7 — Fair value?

EUR-USD

e EUR-USD With the recent EZ news flow
ebbing somewhat, the EUR-USD may remain
slightly biased to the downside, especially with short
term implied valuations holding largely steady.
Expect potential to gravitate towards 1.2300 ahead

of 1.2260.
— Actual — Fitted
Source: OCBC Bank
USD-JPY e USD-JPY Riskies continue to lift with the
us 108.00 ceiling (and 108.35 within reach) now under

threat ahead of the FOMC minutes later today. The
pair may finally be attempting to hook up with the
108 recent ascent of its short term implied valuations.
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A e AUD-USD The 4Q wage price index this

morning came in at a stronger than expected

080 1 +0.6% qoq but any positive impact proved
078 | transient. With little strong underpinnings from the
0.76 | risk appetite front, AUD-USD may look to challenge

the 55-day MA (0.7845). Short term implied
valuations meanwhile remain relatively static.
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GBP-USD e GBP-USD Apart from BOE appearances

147 today, December wage data (0930 GMT) may
142 provide a point of interest. In the interim, short term
137 implied valuations have tipped lower with the pair
132 likely to range trade south of 1.4000 ahead of the
127 BOE/Fed today.
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USD-CAD

139 e USD-CAD December wholesale trade figures
= disappointed with a -0.50% mom contraction and
given the current dollar environment, USD-CAD
may be less ambiguous compared to its peers (i.e.,
biased higher). Expect initial resistance towards the
200-day MA (1.2711), with added buoyancy
provided by short term implied valuations.
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Government bond vield changes
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Inception B/S Currency Spot Target Stop/Trailing Stop Rationale
TACTICAL
1| 09-Feb-18 B USD-CAD 1.2600 1.2855 1.2470 Softer crude and fragile appetite
towards the cyclicals
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
4 | 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|27-Nov-17  26-Jan-18 B GBP-USD 1.3344 1.4135 Investors may imputeBrexit talks in ~ +5.56
December. Prevailing USD
weakness.
2 |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
3 |15-Jan-18 07-Feb-18 B EUR-USD 1.2199 1.2305 "Hawkish" ECB expectations, +0.72
positive German poloitical news
flow
4| 12-Feb-18 14-Feb-18 S AUD-USD 0.7829 0.7915 Unstable equity/risk appetite -1.09

environment. Less than hawkish
RBA

**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 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 Il, as implemented in any jurisdiction).
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