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Market Themes/Strategy/Trading Ideas

Reflation play? The dollar was flat to weaker across G10 space on Wednesday,
especially against the cyclicals. Note that the AUD and CAD were supported by
better than expected trade numbers. Markets also ostensibly chose to focus on the
imminent monetary policy relaxation of global central banks (note Tues headlines
regarding Lagarde, Waller, Shelton) floating both equities and the antipodeans.
Note also the stray Trump tweet accusing the EU and China of manipulating their
currencies — implicitly dollar bearish.

The US data stream (ADP, initial claims, factory orders, durable goods orders,
non-manufacturing ISM) meanwhile was generally underwhelming, leaving UST
(and bund) yields lower on the day. Elsewhere, crude was firmer while positive
EZ/US equities were balanced off by soft EM equities. Overall, the FX Sentiment
Index (FXSI) essentially remained stuck in Risk-Neutral territory.

USD may remain slightly under threat (especially against risk-related
currencies) following overnight price action if investors continue to take the lead
from equity space. Our heat map continues to favor the cyclicals at this juncture.
Meanwhile, dovish overtones may however continue to afflict the likes of the EUR
and GBP.

The US Independence Day holiday today may see markets enter a consolidation
mode later in the global session. Meanwhile, expect a light calendar today, with the
focus on the US NFP on Friday.

EUR-USD Reverting lower. EZ June services/composite
PMI readings improved from the previous month
but near term prospects for the EUR-USD may
remain angled lower. Short term implied
valuations continue to remain depressed and
the 100-day MA (1.1261) and 1.1250 may
continue to attract.
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Neutral/lower. USD-JPY may remain slippery
below 108.00 with short term implied valuations
also concurring. Expect risk towards 107.00/20 if
USD vulnerability continues to permeate in the
short term.

Sentiment driven. Despite subdued short term
implied valuations, the global reflation dynamic
(note headlines indicating a resumption of Sino-
US talks next week) may override in the very
short term. As such, a test towards 0.7070-
0.7100 cannot be ruled out.

Slow slide. GBP continued to underperform
against it peers on Wednesday with June
services/composite PMIs softer than expected.
Stay heavy with 1.2500/30 expected to be the
next support zone.

Stay top heavy. USD wvulnerability and a
supported commodity complex may also
continue to manifest via a heavy USD-CAD at
this juncture. With the pair still expected to be in
pursuit of its sinking short term implied
valuations, 1.3000 is now fair game.
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Asian Markets

e USD-Asia: Some stabilization for now. The stabilization in the USD-CNH after hitting a high of
6.9000 may provide a further buffer for Asian FX into today’s session. On the Asian data front, the
China Caixin services/composite PMIs weakened further, as did the services/composite PMIs out of
India. However, as noted above, if markets continue to focus on the reflation play, expect regional FX
to remain slightly supported against the USD.

e Flow environment is supportive. On the portfolio flow front in Asia, aggregate bond inflows
remain at the hilt while net equity inflows have also improved to a comfortable positive balance in the
region. On the bond front, note particularly strong interest in South Korea (still), Indonesia, and
Thailand — with accompanying currency resilience. In India, note that net bond inflows are still holding
up but net equity flows have flipped into a net outflow situation — potentially undermining the INR.

e Elsewhere, the BOT Senior Director Don Nakornthab reiterates the official discomfort with THB
strength, although steps to address the issue were not discussed. On potential monetary easing, he
acknowledged that there is room for rate cuts, although the timing is still under consideration.

e USD-SGD: Range. The USD-SGD remains in a tight range, pending new catalysts to emerge. The
near-term corridor between 1.3530 and 1.3580 should remain firm for now. The SGD NEER appears
to be on a slight drift lower, standing at +1.64% above its perceived parity (1.3774) this morning.
NEER-implied USD-SGD thresholds softened further. The June Markit PMI deteriorated further while
the SIPM overall PMI and electronics PMI also softened from the previous month.

FX Sentiment Index Technical Support and resistance levels

25
S2 S1 Current R1 R2
20 RISK OFF EUR-USD 1.1200 1.1236 1.1287 1.1300 1.1334
GBP-USD 1.2506 1.2532 1.2584 1.2600 1.2762
15 AUD-USD 0.6957 0.7000 0.7039 0.7048 0.7060
0 NZD-USD 0.6700 0.6712 0.6713 0.6730 0.6758
USD-CAD 1.3000 1.3056 1.3061 1.3100 1.3291
05 A M) USD-JPY 107.00 107.09 107.74 108.00 108.93
001 Wﬂu I~ USD-SGD 1.3500 1.3503 1.3548 1.3600 1.3645
o5 EUR-SGD 1.5260 1.5289 15292 1.5300 1.5345
JPY-SGD 1.2514 1.2522 1.2575 1.2600 1.2663
10 GBP-SGD 1.7000 1.7029 1.7050 1.7100 1.7403
RISK ON AUD-SGD 0.9470 0.9500 0.9536 0.9559 0.9573

15

n wn © © ~ ~ © «© o o
e 3 ¢ 3 ¢ 2 I % ¢ 3 Gold 132467 140000 142310 144100 145030
2 < 2 < 2 S 3 R 4 < Silver 14.95 15.20 15.25 15.30 15.54
Crude 50.60 56.90 56.94 57.00 58.37
Source: OCBC Bank Source: OCBC Bank
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Trade Ideas
Inception B/S  Currency Spot/Outright ~ Target Stop/Trailing Stop Rationale
TACTICAL
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 19-Mar-19 16-May-19 Long 2M USD-SGD 25-delta strangle Relatively depressed vol surface 0.06
Spot ref: 1.3508; Strikes: 1.3618, 1.3371; Exp: ahead of imminent global
16/05/19; Cost: 0.41% headline risks
2| 07-Jun-19  18-Jun-19 B EUR-USD 1.1266 1.1186 Pitting the ECB against the FOMC  -0.72
3 | 14-May-19 26-Jun-19 S AUD-JPY 76.12 75.28 Escalating Sino-US trade tensions  0.86
Treasury Research & Strategy 4




&
4 July 2019 Daily Market Outlook !-Q OCBC Bank

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 II, as implemented in any jurisdiction).
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