&) ocBC Bank

Thursday, April 04, 2019
Market Themes/Strategy/Trading ldeas

e The dollar was broadly weaker on Wednesday on improved risk appetite levels
(background optimism surrounding Sino-US trade talks). On the data front, the
US non-manufacturing ISM fell more than expected to 56.1 from 59.7, while the
ADP also disappointed at +129k. European services and composite PMIs were
also broadly positive. Nevertheless, global govie yields (including US Treasuries)
were mildly firmer.
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e The music’s not stopping (yet). At this juncture, markets appear more than
happy to focus on the positives, while keeping any negatives at arm’s length.
Overall risk sentiments turned further positive, with the FXSI (FX Sentiment
Index) digging deeper into Risk-On territory, encouraged by the bounce in the
global (and especially China Caixin) services/composite PMIs and positive Sino-
US trade talk buzz.

e USD may be slightly vulnerable on risk sentiments ahead of NFP. Ahead of
the US labor market numbers tomorrow, watch for evolving Sino-US headlines
and ECB meeting minutes for further cues. For today, expect investors to trade
on the ebb and flow of risk appetite developments, with the global data flow and
the equity complex also supportive of risk taking behavior. In a nutshell, the USD
may remain slightly wobbly, with short-end riskies have also been leaning slightly
against the USD in G7 space. USD-JPY we think remains the sole exception,
with rate differential and risk appetite arguments providing uplift for the
pair.

EUR-USD EUR-USD was also bouyed by better than
expected March services/composite PMIs but
ECB minutes (1130 GMT) may potentially trip
up the pair. Ply a 1.1215-1.1270 range in the

interim and prefere to fade rallies.
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Accumulate on dips in the USD-JPY and
markets may prep for a break above the 200-
day MA (111.49) for 111.80, with additional
tailwind from rising short term implied
valuations.

Better than expected March AiG services index
and Feb retail sales also fueled the AUD-USD
higher on Wednesday. Expect temptation to
drift above the 55-day MA (0.7121) if headlines
remain encouraging but we note a tangled
mess of technial resistance levels into 0.7135-
0.7170.

With legislation to to call for a further delay and
May-Corbyn talks ongoing, negative space for
the GBP-USD on the downside may be
tempered in the near term. Notably, short term
implied valuations are also attempting to level
off with very short-end riskies along the curve
pricing away from extreme negative GBP risks.

Short term implied valuations remain
suppressed on a multi-session horizon and
risks may remain skewed towards the 55-day
MA (1.3288) pending the Canadian labor
market report tomorrow.

Source: OCBC Bank
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Asian Markets

e Positive EM equities mixed with a softer USD argue for a softer USD-Asia tone in Asia on Thursday.
A potential caveat is that short-term implied EM FX vols have crept higher in recent weeks and are
starting to outpace their G7 counterparts. Markets expect the RBI today (0615 GMT) to ease its
policy parameters today.

e Asian portfolio flows — Influx into regional equities. Portfolio flows meanwhile continue to
register strongly for South Korea (improving equities even as bond flows stabilize) while Taiwan is
also experiencing a revival of net equity inflows. Positive net inflows into Indonesia are also
attempting to pick up (moderating bond inflows but improvement in net equity inflows). Net equity
outflows for Thailand continue to compress. India remains a very strong destination of net
equity/bond inflows.

e USD-SGD - Slightly top heavy The SGD NEER recovered to +1.73% above its perceived parity
(1.3762) this morning, with NEER-implied thresholds softer on the day. The USD-SGD may ease
lower from its 55-day MA (1.3543) towards 1.3500, given the ongoing positivity surrounding Sino-
US trade talks and alleviating growth concerns. March official PMI printed 50.8, above the
consensus estimate of 50.4.

FX Sentiment Index Technical Support and resistance levels

25

S2 S1 Current R1 R2

20 RISK OFF EUR-USD 11177 11200 11216 11300  1.1327
GBP-USD 13099 13100 13131 13200 13340

e AUD-USD 07003 07035 07093 07100  0.7118
0 NZD-USD 06738 06739 06763 06800  0.6830
USD-CAD 13284 13300 13326 13400  1.3458

05 M USD-JPY 11066 111.00 11144 11148 11200

001 'wu ' USD-SGD 13500 13539 13542 13600  1.3606

o5 EUR-SGD 15159 15171 15189 15200 15335

JPY-SGD 12091 12100 12152 12200  1.2235

10 GBP-SGD 17722 17733 17783 17800  1.8029

RISK ON AUD-SGD 09552 09600 09606 09637  0.9639
15
e 3z ¢ 3 f 3 ©i % i Gold 128080 128083 129120 130000  1306.63
3 E 3 E i E i E i Silver 15.06 15.10 15.11 15.20 15.49
Crude 62.68 62.70 62.76 62.80 62.83
Source: OCBC Bank Source: OCBC Bank
Trade Ideas
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Inception B/S Currency Spot/Outright Target Stop/Trailing Stop Rationale
TACTICAL
1| 05-Mar-19 S AUD-USD 0.7074 0.6870 0.7175 Potentially dovish RBA, macro
conditions soggy
2| 02-Apr-19 S EUR-CAD 1.4923 1.4685 1.5045 Dovish ECB vs. relatively more
sanguine BOC
STRUCTURAL
3| 19-Mar-19 Long 2M USD-SGD 25-delta strangle Relatively depressed vol surface
Spot ref: 1.3508; Strikes: 1.3618, 1.3371; Exp: ahead of imminent global
16/05/19; Cost: 0.41% headline risks

RECENTLY CLOSED TRADE IDEAS

Inception Close B/S Currency Spot Close Rationale P/L (%)*

1] 28-Feb-19 08-Mar-19 S 3M USD-CNH 6.6861 6.7350 Renminbi stability, PBOC policy -0.73
backstop, conducive inflow
environment

2 | 27-Feb-19 13-Mar-19 S 1M THB-PHP 1.6536 1.6750 Contrasting flow dynamics -1.29

3| 07-Mar-19 13-Mar-19 B USD-CAD 1.3430 1.3315 BOC stalls in its tightening bias -0.85

4 | 23-Jan-19 21-Mar-19 B GBP-AUD 1.8159 1.8440 Contrasting risk profilesin the +1.35
near term

5| 14-Feb-19 25-Mar-19 B USD-JPY 111.00 109.98 Dollar resilience, revival in risk -0.61

appetite levels

6 | 01-Apr-19 02-Apr-19 S GBP-AUD 1.8336 1.8600 Bounce in China PMI vs. Brexit -1.42
uncertainty
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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).
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