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FX Themes/Strategy/Trading Ideas

The dollar ended mixed against most of the majors and in close proximity to
the previous day’s close on Monday. The ECB’s Draghi was sufficiently
sanguine (growth is robust but economic slack may be larger than estimated,
resulting in still benign inflation) on Monday to permit the EUR-USD to float
a touch higher on the day although bunds ticked higher.

Investors are expected to stay light ahead of Powell tonight (testimony
released at 1330 GMT, testimony at 1500 GMT). Meanwhile, the BOE’s Sam
(0900 GMT), and the ECB’s Mersch (0840 GMT) and Weidmann (1000
GMT) are also on tap, with the RBNZ’s Bascand also due at 2045 GMT.

On the data front, look to EZ Feb confidence indicators (1000 GMT),
German Feb CPI (1300 GMT), US Jan trade numbers (1330 GMT), Jan
durable goods (1330 GMT), Feb Richmond Fed (1500 GMT), and Feb
Conference Board consumer confidence ( 1500 GMT)."

Apart from Fed-centric risks (i.e., whether investors need to re-price
their FOMC expectations), markets we think may be underpricing
potential headline risks from the string of scheduled ECB rhetoric this
week. Given that the weak broad dollar narrative has been premised upon
the view that major global central banks would also begin to flex while also
being focused primarily on the ECB, any further dilution of hawkish
expectations towards the latter may threaten the bearish dollar construct.

Asian FX

Despite the positive bounce in global equities (including in EM) and
commodities, the FXSI (FX Sentiment Index) ticked lower but remained in
Risk-Neutral territory. Expect the ACI (Asian Currency Index) to remain
inherently top heavy intra-day in line with global EM FX performance
overnight. Elsewhere, the BOK this morning remained static at 1.50% as
widely expected with initial comments remaining accommodative.

On the net portfolio inflow front, latest data appoints show continued net
bond inflows for South Korea, Thailand, as well as Indonesia, with India still
clocking net bond outflows. Meanwhile, the TWD may be restrained
somewhat from net equity outflows. Overall, the regional net inflow
impetus remains relatively lackluster and regional FX may have to
continue to look towards the DXY for directionality.

SGD NEER: The SGD NEER firmed on Monday and is around +0.30%


mailto:ngcyemmanuel@ocbc.com

. &) ocBcBank
27 February 2018 Daily FX Outlook

above its perceived parity (1.3185). NEER-implied USD-SGD thresholds are
slightly softer on the day and expect a +0.10% (1.3172) and +0.40%
(1.3133) with the pair likely top heavy ahead of Powell today.
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e CFETS RMB Index: The USD-CNY mid-point fell (slightly less than

expected) on Tuesday to 6.3146 from 6.3378 yesterday. This took the
CFETS RMB Index higher to 96.22 from 95.98.

CFETS NEER vs. USD-CNY mid-point
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FUR-USD e EUR-USD Despite underlying political risks
emanating from the EZ this weekend, short term
implied valuations have ticked higher slightly ahead
of Powell tonight (as well as ECB rhetoric today).
Range trading may persist in the interim with
resistance expected at 1.2350 before 1.2400 while
1.2260 should cushion.
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USD-3PY e USD-JPY Short term implied valuations
inched lower but the pair may remain trapped within
106.00-108.00 pending potential discrete cues from
the Fed's Powell, with the BOJ having been
unequivocally dovish in recent weeks.
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e AUD-USD Fade upticks intra-day despite
sanguine investor appetite levels and with short
term implied valuations going nowhere fast at this
juncture. With the tone for the pair likely still top-
heavy, the 55-day MA (0.7867) may continue to
limit on the upside while 0.7800/10 should cushion
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GBP-USD e GBP-USD Short term implied valuations

remain slightly underpinned at this juncture and the
pair may anchor itself within 1.3950 to 1.4000 in the
short term with 1.4130 still expected to cap amidst
a top heavy posture. Apart from broad dollar cues,
Brexit-related news flow (look to PM May’s speech
on 02 March while Labour’s Corbyn was supportive
117 of a customs union on Monday) may also distract
from BOE rate hike expectations.
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USD-CAD
1.39

e USD-CAD NAFTA related jitters surrounding
current negotiations took the USD-CAD back up
above 1.2700 on Monday and the pair may remain
somewhat conflicted ahead of Fed cues later today.
Preference to accumulate on dips despite slightly
easier short term implied valuations for the USD-
CAD. Expect investors to maintain a core range

within the 100-day MA (1.2631) and 1.2700.
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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
1| 22-Feb-18 B USD-CAD 1.2696 1.2960 1.2560 Post FOMC minutes, rising implied
valuations for the pair
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
5 | 09-Feb-18  15-Feb-18 B USD-CAD  1.2600 1.2470 Softer crude and fragile appetite -1.03

towards the cyclicals

**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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