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FX Themes/Strategy/Trading Ideas

The majors retreated against the USD on Tuesday (note firmer US yields)
ahead of the FOMC on Wednesday. In the absence of major headlines, the
EUR was additionally weighed by mixed to a softer German march ZEW
while the GBP was also undermined by cooler than expected Feb CPI
readings. USD-JPY meanwhile floated higher on the back of USD resilience
and continued dovish cues from the BOJ. Elsewhere, the bottoming out in
global equities (including in EM) saw the FXSI (FX Sentiment Index) edging
lower within Risk-Neutral territory.

Late Wednesday (2000 GMT), the RBNZ monetary decision is also due and
although no change in the policy rate is expected, look to accompanying
comments out of the central bank.

Beyond the realm of central banks, the specter of global trade tensions
may continue to circulate, with US officials indicating that up to USD60bn of
new tariffs may be unveiled by this Friday.

For today, the FOMC meeting statement and projections (1800 GMT) and
Powell’s press conference (1830 GMT) will be closely scrutinized for medium
term implications. Specifically, markets may look to the dot plots, terminal
rate projections and macro forecasts to determine whether the DXY will
relapse back towards 88 or reach for 92 (and 2.80% or 3.00% for the 10y
UST) in the coming weeks.

In our view, given the increasing hype in the past week, the greatest risk of a
short term blowback in the markets at this juncture is if the dot plots remain
at three for 2018. To this end, our 3M MSI (Macro Surprise Index) for the US
has been moderating in the year to date, providing some food for thought.

On a more structural basis, we’d also look to the outcome of tonight's FOMC
for greater clarity on whether the greenback may finally respond to
aggregate rate differential arguments (which have continued to be
supportive but to no avail), or continue to appeal to its typical counter-cyclical
properties (i.e., USD to remain vulnerable as counterpart global central
banks close the gap with respect to perceived policy dichotomy).
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Asian FX

EM FX was also mixed to weaker against the greenback on Tuesday and the
ACI (Asian Currency Index) may remain somewhat supported despite a
mildly supportive net portfolio inflow environment in the region.

Net portfolio inflows in Asia meanwhile indicate some moderation in flows
for South Korea and continued compression in net outflows for Taiwan. Both
India and Indonesia are also still attempting to pare net outflows on a rolling
basis, while Thailand may remain a relative outperformer given the
continued recovery in net inflows (especially bonds).

SGD NEER: The SGD NEER is slightly softer at around +0.36% above its
perceived parity (1.3232) with NEER-implied USD-SGD thresholds firmer on
the day. Look to a +0.20% (1.3206) to +0.50% (1.3167) range pending
external cues. Technically, the 55-day MA (1.3191) may continue to prove
pivotal on the upside, while 1.3120 may offer initial support in an otherwise
mixed market.

Asian Currency Index
120 4

118
116 A
114 4
112 4
110 4
108 -
106 -

102 4

100 SGD NEER % deviation USD-SGD

< < < ih Ih N © © © ~ ~ ~ © Current 124.69 0.35 1.3186

i i i i — i i i i — i i ~—

o o o o o o o o o o o o o

g8 g8 999994994949

S s 9gs dagasSasSaga +2.00% 126.74 1.2973

L N R ) Parity 124.26 1.3232
-2.00% 121,77 1.3502

Source: OCBC Bank

CFETS RMB Index: The USD-CNY mid-point firmed (largely in line with
expectations) to 6.3396 this morning from 6.3246 on Tuesday. This resulted
in the CFETS RMB Index softening to 96.24 from 96.27. For pretty much the
past month, note that the Index has essentially re-linked with the broad
dollar (DXY), implying continued tempered volatility going ahead for the
USD-CNY mid-points if this positive correlation between the CFETS RMB
Index and the DXY is maintained. The corollary then is that short-end vol
premiums for the CNH (assuming minimal friction between the CNY and
CNH) may continue to remain positive, if not compress.
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CFETS NEER vs. USD-CNY mid-point
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FUR-USD e EUR-USD Ahead of the FOMC tonight, short
123 4 term implied valuations are looking slightly

suppressed and expect investors to stay top heavy
within 1.2200-1.2300 in the interim.
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USD-3PY e USD-JPY An uncommitted market intra-day
may see the 106.00 anchor remaining intact before
the FOMC and despite short term implied valuations
attempting to tick higher.
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e AUD-USD AUD-USD is still seen on a
slippery slope with short term implied valuations

AUD-USD

also continuing to fade. Little room for ambiguity
here and a sustained breach of 0.7700 threatens
0.7630.
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142 Brexit/BOE/FOMC news flow, although we note
137 that short term implied valuations are attempting to
132 moderate lower. Investors may thus attempt to
127 bounce any dips towards the 55-day MA (1.3909)
122 instead with 1.4100 still expected to cap.
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USD-CAD
1.39

e USD-CAD CAD outperformed across the
board and in line with the USD-CAD’s short term
implied valuations, expect some consolidative
behavior ahead of the Fed tonight. In the interim,
expect a locus around 1.3000 within 1.2970-
1.3100.
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South Korea
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ACI VS. Net Capital Flows EX Sentiment Index
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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
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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