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FX Themes/Strategy/Trading Ideas

US equities shattered overnight (SPX -3.29%, Nasdaq -4.08%, Philly
Semiconductor index -4.46%) and risk appetite melted as the VIX surged
43.95% to 22.96. Thus, while the EUR and GBP still managed to climb against
the USD, the cyclicals (AUD, NZD, CAD) crashed out across the board while
the JPY outperformed and the UST 10y vyield fell below 3.20% to the 3.16%
region on a flight to safety.

While the European (and GBP) complex continued to hold up in face of
background Brexit-related optimism (EU’s Barnier noted that much of the
withdrawal agreement is already agreed upon and a deal within reach by 17
Oct), it remains to be seen if infection from broader contagion and we will
continue to monitor Italian-bund yields.

Structurally, the collision course between equities and bonds may continue to
play out (Trump’s blatant criticism of the Fed notwithstanding), inflicting bouts
of volatility going ahead. In the interim, JPY outperformance may remain on the
cards (short-end vol surface heating up) if risk aversion continues to deepen.

We also retain a heavy bias for EUR-GBP and the AUD-USD, with the latter’s
structurally soft underpinnings exacerbated by the latest global investor jitters.

With the general risk-off sentiment, the FX Sentiment Index (FXSI) made a
jump towards the Risk-Off boundary, while still remaining within Risk-Neutral
territory. This move was largely equity-driven, with the surge in VIX filtering
through the index. With Asian equities opening weak on Thursday, we will not
be surprised if the risk sentiments continue to deteriorate into the end of the
week.
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Asian FX

Global EM equities also detached lower overnight, and with the tech sector the
epicenter of the decline in US equities, expect negative transmission to the
respective Asian bourses (E-minis are still negative in Asia on Thursday). In
this respect Asian FX vulnerability would not be just confined to the southern
currencies, and we would expect the likes of the KRW, TWD, and SGD to be
similarly afflicted.

On the equity front, look towards China shares as a barometer for the region,
while softer US yields from overnight are expected to serve as a depressant for
the Asian counterparts.

On the net portfolio flow front, net inflows for South Korea and Taiwan continue
to moderate lower, while net outflows for India have still been deepening. Net
outflow momentum has compressed significantly and net inflows for Thailand
are looking consolidative after capitulating recently.

SGD NEER: The SGD NEER eased to +0.95% above its perceived parity
(1.3955) this morning, on effectively static NEER-implied USD-SGD thresholds.
Continue to expect a narrow range for the USD-SGD ahead of MAS policy
decision on Friday.

CFETS RMB Index: The USD-CNY mid-point this morning came in higher
again, within expectations, than expected at 6.9098, compared to 6.9072
previously. However, the CFETS RMB Index was static at 92.64. At this
juncture, expect the USD-CNY to grind higher, with 6.95 as an interim target,
before contemplating the 7.00 handle.

CFETS NEER vs. USD-CNY mid-point Asian Currency Index
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Short term Asian FX/bond market views

Currency Bias Rationale

USD-CNH (_)/T Expect inherent bouyancy in the pair stemming from the broad dollar complex. CNH forwards and short term
vol surface angling for firmer USD ahead. Core veiw remains that the exchange rate mechanism may serve
as an escape valve for trade-war and economic deceleration concerns.

USD-KRW T BOK governor reiterates that monetary accomodation needs to be reduced. Finance Minister warns of
further potential weakness in labor markets. However, Sep CPI prints were warmer than expected.

USD-TWD T Latest bout of risk aversion has afflicted North Asia. CBC remained static at its policy meeting in Spetember
and is expected to remain so into 2019.

USD-INR T Bond and INR vulnerability highlighted by firming crude. Markets still wincing from the latest decision by the
RBI to stand pat. RBI surprised markets by remaining static in October with the central bank lowering its
inflation forecasts. This we think may only provide a brief respite for govies, with the INR still seen
vulnerable. Current account concerns for India plus the larger EM overhang may continue to see outsized
vulnerability of the INR. Latest FX measures did not surprise prior expectations; net bond/equity outflows
continue to deepen. Investors awaiting potential new administrative measures (including enticing NRI
inflows).

USD-SGD T Pause in broad USD momentum cap near term advances in the pair; balance of considerations may now tilt
towards external uncertainties in the MAS’s October decision. NEER may remain afloat above +1.00% if risk
appetite remains supported.

USD-MYR (_)/T Government reveals intent to plug its fiscal deficit via new taxes. BNM static in September; MYR remains
vulnerable in line with its peers. Local curves also expected to firm in sympathy with the US lead.

USD-IDR T Bl notes that rate hikes were motivated by the need to maintain market stability. The DNDF market is due to
come online next month. Bl hiked another 25bps as expected in September. Authorities preparing further
incentives for exporter repatiration and bond investments.

USD-THB T BOT MPC members mulling a policy normalization timetable. BOT official notes that the economy is capable
of absorbing a rate hike. We note however a lack of immediate inflation risks.

USD-PHP > BSP hiked another 50bps in September; BSP retains a hawkish stance, ready to hike further if inflation
remains tilted higher. Slower growth and firmer inflation prospects weigh on sentiment.

Source: OCBC Bank
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USD-Asia VS.

Net Capital Flows
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ACI VS. Net Capital Flows
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1M Correlation Matrix
DXY USGGI0  CNY  SPX MSELCAPF  CRY  JPY  CLL  VIX MRXEX CMH
DXY 10613 079 037 061 073 0462 0669 0437 0567 0758
SGD 0949 0764 0894 037 064 0862 058 0812 0491 0444 082
CHF 0877 0666 0785 0611 089 0611 0166 0468 0861 0757 0788
DR 0814 089 0941 -05¢ 0807 088 05 0738 0668 0507 0864
CNH 0793 082 1 064 074 0849 041 0774 0748 0461 0964
MR 0758 073 094 05 065 0715 0355 0619 066 0437 1
THB 0726 086 0899 05 0818 079 0403 069 0718 052 086l
Y 0637 053 06% 064 0896 0413 013 0266 0655 0819 0612
CAD 0613 108 028 058 083 0619 079 0457 0179 0736
INR 0475 0371 0669 075 %1 018 038 0015 0724 084 054
KRW 0462 0619 0441 0307 0077 0762 1088 011 0307 0375
USGGI0 0405 0473 043 0678 0918 0235 0311 0067 0677 073 05
WD 0192 0557 0485 0071 02 0609 04% 0573 0241 015 0461
CNY 0146 0237 033 0729 0804 002 0439 025 0715 0688 0115
PHP 0132 026 0241 0566 025 052 0689 0608 0408 033 0144
NZD 0480 0083 0019 0291 0054 0365 0456 0348 0307 0016 0005
AUD 084 0593 0728 0652 0907 0501 0079 032 0664 -0803 73
GBP 085 0575 0744 0631 0859 058 0127 038 0649 072 7%
ER 09 065 079 0411 0712 076 0419 0862 0412 0613 0758
Source: Bloomberg
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Technical support and resistance levels
S2 S1 Current R1 R2
EUR-USD 1.1432 1.1500 1.1561 1.1585 1.1600
GBP-USD 1.2978 1.3200 1.3229 1.3271 1.3298
AUD-USD 07016 07041 07076 07100  0.7235
NZD-USD 06406 06425  0.6472 06500  0.6605
USD-CAD 1.3000 1.3018 1.3050 1.3096 1.3100
USD-JPY 111.83 112.00 112.17 113.00 114.43
USD-SGD 1.3719 1.3800 1.3824 1.3873 1.3875
EUR-SGD 1.5893 1.5900 1.5981 1.5999 1.6000
JPY-SGD 1.2268 1.2300 1.2324 1.2338 1.2400
GBP-SGD 1.8200 1.8278 1.8287 1.8300 1.8308
AUD-SGD 09730 09737 09781 09800  0.9926
Gold 1180.00 118258  1189.30  1198.08  1200.00
Silver 13.97 14.30 14.31 14.40 1457
Crude 69.89 72.10 72.19 72.20 76.81
Source: OCBC Bank
Asia FX Heat Map
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FX Trade Recommendations

Inception B/S  Currency Spot  Target Stop/Trailing Stop Rationale
TACTICAL
1| 11-Sep-18 B GBP-USD 1.3056 1.3325 1.2920 Positoning ahed of BOE MPC and
positivty from Brexit news flow
2 | 20-Sep-18 B USD-JPY 112.89 114.65 112.00 USD-JPY responsive to firmer US
rates
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S Currency Spot Close Rationale P/L (%)*
1| 07-Sep-18 12-Sep-18 B USD-CAD 1.3137 1.3020 USD resilience, NAFTA uncertainty -0.89
2 | 10-Sep-18 13-Sep-18 S USD-JPY 111.05 111.95 Risk of further global market -0.81
uncertainty
3 | 04-Sep-18 19-Sep-18 S AUD-USD 0.7190 0.7275 Vulnerability to contagion, static -1.18
RBA
4 | 20-Sep-18 28-Sep-18 B EUR-USD 1.1702 1.1600 Risk appetite recovery, rate -0.87
differentials on back burner
5] 03-Oct-19  10-Oct-18 S EUR-CAD 1.4845 1.4975 Contrasting dynamics between -0.88
USMCA and ltaly
* realized, excl carry
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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 II”), 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).

Co.Reg.no.:193200032W
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