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The greenback weakened across the board following the outcome of the
FOMC (hiked 25bps as expected to 1.50-1.75%) and despite the Fed
brightening its economic prognosis but still retaining its gradualist tone. With
investors steadily ramping up expectations for 4 hikes in the prior sessions,
the FOMC'’s dot plots essentially remained tagged at 3, paving the way for
dollar weakness overnight.

Specifically, Powell indicated that there is no sense in the data to indicate
that the economy is on the cusp of accelerating inflation, adding that there is
little evidence of wage pressures despite the tightening labor market. The
UST curve eventually ended softer on the day after a choppy session, with
the 2y outperforming while ED futures ticked higher all through the calendar.

Overall, immediate cues for markets will continue to stem from expectations
surrounding the expected short term delta of Fed policy, as opposed to
dwelling simplistically on medium to long term point forecasts. Although the
Fed did not shut the door on 4 hikes for this year, any change in stance into
the summer would have to be buttressed by incoming data.

Structurally, counterpart global central banks are likely to take the cue from
the Fed overnight and refrain from coloring their forward guidance with
renewed hawkishness for the short term.

Global equities ended on a negative note on Wednesday but note that EM
equities managed to chalk up minor gains post-FOMC. The improvement in
risk appetite pulled the FXSI (FX Sentiment Index) deeper into Risk Neutral
territory and away from Risk-Off territory. Overall, the outcome of the
FOMC (especially Powell’s press conference) we think may continue to
engender positive risk appetite and investor interest towards EM/Asia
assets and FX in the near term.

However, with the fuss surrounding the FOMC now out of the way, expect
markets to turn their attention to potential global trade tensions. On this
front, a White House official has indicated that the President will announce
tariffs on China imports today (Thursday) at 1630 GMT, with sentiment
also shaken slightly (watch Asia and the AUD) by a report yesterday
indicating that China may be exploring retaliatory measures.

Today, the ECB’s Lautenschlaeger (0830 GMT) and Nouy (0900GMT) are
scheduled, while the Bank of Canada’s Wilkins is due at 1845 GMT. Note
also the BOE MPC (1200 GMT) amidst attendant hawkish expectations.
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Asian FX

EM FX also drafted the majors higher against the USD overnight but Asian
FX strength may likely stall into the end of the week. Note that risk appetite
levels in Asia on Thursday are slightly wobbly (heavy JPY-crosses and
underperforming AUD) and trade war tensions may continue to cast a pall on
global sentiment. As such, any dips in the ACI (Asian Currency Index) will
likely be shallow.

Meanwhile, actual net portfolio inflows in Asia show deteriorating inflow
pressure for South Korea, stabilizing and moderating outflow pressure for
Taiwan, India, Indonesia, deepening outflows for Philippines, while Thailand
is attempting to chalk up further inflows.

On the central bank front, the BSP (0800 GMT), CBC, and Bank Indonesia
are expected to stand pat today, with the latter two central banks expected
to sound off as being sufficiently accommodative (but not dovish).

SGD NEER: The SGD NEER is stronger on the day at around +0.43%
above its perceived parity (1.3182). NEER-implied USD-SGD thresholds are
easier on the day and look to a +0.30% (1.3143) to +0.60% (1.3104) range
for the basket intra-day. Regional nervousness may however discourage any
drift towards the stronger end of this range. For the USD-SGD, 1.3080-
1.3180 may continue book-end for now.
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CFETS RMB Index: This morning, the USD-CNY mid-point fell (less than we
had expected) to 6.3167 from 6.3396 yesterday, keeping the inter-day move
in the fix within historical parameters despite the volatility post-FOMC. This
saw the CFETS RMB Index edging lower to 96.13 from 96.24 yesterday.
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CFETS NEER vs. USD-CNY mid-point
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EURLSD e EUR-USD Short term implied valuations
1.23 remain underpinned post-FOMC and the EUR-USD

may attempt to bounce off any dips towards the 55-
day MA (1.2300) with 1.2400 seen capping for now.
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USD-3PY e USD-JPY With risk appetite slightly antsy
118 1 ahead of the White House announcement tonight
and with the JPY-crosses looking heavy at this
juncture, USD-JPY may remain top heavy intra-day.
108 - Expect some gravity towards 105.25 with resistance
expected into 106.50.
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AUD-USD

e AUD-USD Potential escalation of global trade
tensions coupled with slightly soft Feb labor market
numbers this morning may continue to tempt the
AUD-USD back towards 0.7700 despite the FOMC
overnight. Note that short term implied valuations
for the pair remain relatively suppressed.
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GBP-USD e GBP-USD The GBP was also underpinned by
147 1 supportive wage data on Wednesday and ahead of
142 the BOE MPC today, short term implied valuations
137 have remained largely static. Near term core view
132 ] remains unchanged and after taking out 1.4100,
127 1.4200 may beckon barring a dovish surprise from
122 4 the BOE.
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USD-CAD
1.39

e USD-CAD CAD outperformed on Wednesday
on the back of friendly Nafta headlines (with
regards to autos), the continued climb in crude, as
well as the vulnerable USD. Meanwhile, short term
implied valuations for the USD-CAD have notched
lower and a heavier 1.2800-1.3000 range is
expected to prevail at this juncture.

1.37
1.35
1.33
1.31
1.29
1.27
1.25
1.23
1.21

1.19

22-May-16 -
22-Jul-16 A
22-Sep-16 1
22-Nov-16
-Jan-17
22-Mar-17 A
22-Jul-17 A
22-Nov-17
22-Jan-18
22-Mar-18 -

©
ho

3
=
N
&

22
22-May-17 4

Actual — Fitted

Source: OCBC Bank

Treasury & Strategy Research 5



22 March 2018

Daily FX Outlook

&) ocBcBank

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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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.
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