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Wednesday, February 28, 2018
FX Themes/Strategy/Trading Ideas

e The USD firmed against all G10 peers on Tuesday, following Powell's
testimony to the House Financial Services Committee. The DXY surfaced
above 90, and looks to consolidate around the 90.20 region. US Treasury
yields were also firmer across the curve.
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e Powell's prepared testimony stuck close to the language in the January
FOMC. The Q&A session provided the fireworks, with Powell noting that his
“personal outlook” for the economy is now more optimistic than in December.
However, notice that Powell’s comments were focused more on
growth, rather than his inflation outlook, which will have more bearing on
the rate hikes. Powell also refused to “pre-judge” the full committee on the
rate hike path.

e For the median view in the FOMC to shift to four hikes in the upcoming
March dot plot, we will need four members to upgrade their rate hike
projections from December. Even though data prints have been firm since,
this may be a tall order given the short time-frame. Overall, it may be early
days yet to impute a fourth rate hike. Watch for 4Q GDP (1330 GMT) and
PCE data (1 March, 1330 GMT) for further cues.

e Meanwhile, Weidmann’s explicit call for the ECB to end its asset purchase
programme, and his refusal to rule out a rate hike in mid-2019, was
comparatively overlooked. Note that Weidmann sounded more activist than
Draghi on Monday. Overall, this may yet sustain some hawkish market
expectations on the ECB front.

e On the data front, watch for US 4Q GDP (1330 GMT), US Chicago Business
Barometer (1445 GMT) and a series of Eurozone GDP, PPI and CPI
numbers (starting 0600 GMT). In terms of Fed-speak, Kashkari (1905 GMT)
is on schedule.

Asian FX

e With a negative lead from global equities (US, European and EM equities all
in the red), the FXSI (FX Sentiment Index) ticked higher but stayed in Risk-
Neutral territory. Asian equities starting the day on the back foot, together
with China February manufacturing PMI coming weaker than expected, may
pressure the ACI (Asian Currency Index) higher in today’s session.
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e On the net portfolio inflow front, net bond inflows continued to firm up for
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South Korea, Thailand, and Indonesia. Accelerating outflows, on both the
equity and bond front, continued to plague India. We note selective
pockets of recovery in the Asian portfolio flows environment, but
sustained inflow momentum is still absent.

e SGD NEER: The SGD NEER softened to levels around -0.05% below its
perceived parity (1.3243). NEER-implied USD-SGD thresholds are also
stronger for the day. Expect the basket to be led by broad USD sentiments
following the Powell testimony, and ply a range between -0.10% (1.3256)
and +0.20% (1.3217).
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e CFETS RMB Index: The USD-CNY mid-point rose (slightly more than

expected) on Wednesday to 6.3294 from 6.3146 yesterday. This took the
CFETS RMB Index higher to 96.44 from 95.22.

CFETS NEER vs. USD-CNY mid-point
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USD-Asia VS. Net Capital Flows
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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) (“MIiFID”) 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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