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Market Themes/Strategy

e Despite intraday resilience and fairly confident comments from the
Fed’s Rosengren, the USD was ultimately undermined after the Aug
manufacturing ISM (especially the employment and prices paid sub-
components) drastically underperformed and fell below 50.0 to 49.1.
The resultant drop in UST vyields (10y<1.5000% but curve bull
steepened, led by the belly at 5y), dragged the USD-JPY below 106.00

e Meanwhile, the AUD-USD was also buoyed and recovered from intra-
day lows below 0.6700 to end higher on the day after the RBA’s
meeting statement did not exhibit undue dovishness.

e Negative EZ/US equities, softer crude/base metals and higher gold
meanwhile resulted in the FX Sentiment Index (FXSI) ascending
further into Risk-Off territory on Tuesday. We note that the Index
has spent the last 24 consecutive sessions in Risk-Off territory.

e GBP in the spotlight. Elsewhere, the GBP-USD also bounced from
sub-1.2000 levels to end higher on the day PM Johnson lost his
working majority in the House of Commons (following a defection)
and after the opposition defeated the government 328-301 and
seized parliament. The coming hours will be crucial for the pound -
watch for headlines surrounding a vote to call for a further Brexit
delay, and potentially, PM Johnson calling for a snap election.

e Sino-US tensions may continue to brew with Trump warning of a
tougher US stance if trade talks continued to drag beyond the 2020
election and he wins a second term.

o  Watch the official chatter today. The calendar today includes a slew
of potential policy rhetoric including from ECB Presidential nominee
Christine Lagarde (0830 GMT), ECB’s Lane (1100 GMT), BOE’s Carney,
Haldane, Haskel, and Vlieghe (1315 GMT), Fed’s Williams (1325 GMT),
ECB’s Mersch (1400 GMT), Fed’s Kaplan (1400 GMT), Fed’s Bowman,
Bullard (1630 GMT), ECB’s Guindos (1630 GMT) Fed’s Kashkari (1700

GMT), and Fed’s Evans (1915 GMT).
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EUR-USD

Heavy tone. The ECB’s Muller and Villeroy joined a curiously
increasing group of ECB policymakers in refraining from sending
excessively dovish signals (i.e., restarting QE) on Tuesday, even
though dovish market expectations surrounding the ECB remains
quite entrenched. EZ services/composite PMIs due today, that could
cap the EUR-USD topside. Expect 1.1000 to cap any further bounces
in the interim.
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USD-JPY 115
Range bound. Expect the USD-JPY to stay relatively range bound 1]
pending further cues from the Sino-US trade front and overall risk |
gyrations. Note also that short term implied valuations are in a oo |
consolidative mode. Nevertheless, we stay vigilant for any downside
moves, especially with Trump still looking to stir Sino-US tensions. "
Expect dips to be limited to 105.50/60, while 106.60/70 may cap the ']
topside. R EE R EEER
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AUD-USD
Consolidate. The AUD-USD caught a bid as markets focused on the °*°
in-line 2Q GDP release, rather than the softening services/composite Z:
PMIs. An RBA that did not tilt further into the dovish side yesterday 074%
also provide some support. Short term implied valuations also ...
jumped higher. Any deeper rebound may be capped at 0.6800/20 o+
levels for now, though we remain skeptical of the longevity of this  oss
bounce. LT azgzEiiiail
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GBP-USD v.a4 |
Suppressed.  Expect the pair to be whipsawed by political oo ]
developments, with all possible outcomes for Brexit (including a
further 3-month extension) still seemingly on the table in one form or  ***]
another. Short term implied valuations are attempting to flatten out, 12|
but we retain a broadly negative stance until we get more Brexit |
clarity ahead. '
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USD-CAD 138

Range. Broad USD weakness took the pair back within the 1.3250 - **°]
1.3350 corridor, though this range may increasingly struggle to i:
contain this pair. Watch the Bank of Canada policy meeting at 1400 130 1
GMT for further directional cues. 1-281
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Asian Markets

e USD-Asia:  Already heavy intra-day, eventual USD weakness
permitted the USD-CNH to slip below 7.1800. Post the Caixin
services/composite PMIs, the RMB complex received another boost.
Overall, Asian FX may receive a get-out-of-jail card for today, if the
markets continue to focus on USD weakness. Nevertheless, with the
global context essentially unchanged, dips in the USD-Asia may be
limited.

e The China August Caixin services and composite PMIs this morning
exceeded expectations / improved from previous month, giving the
Asian space a rare positive glean on the macro front. Nevertheless,
we may need more than this round of positive data to jolt market
focus out of global growth concerns.

e USD-SGD: Near-term consolidation. The August Markit PMI dropped
to 48.7 from 51.0 but the SIPM PMlIs (headline and electronics)
managed to tick higher from the previous month. The USD-SGD dived
back below 1.3900, following broad-based USD weakness, after
hitting highs of 1.3942. The SGD NEER ticked higher to around +0.64%
above its perceived parity (1.3981), as NEER-implied USD-SGD
threshold took a dip lower.

FX Sentiment Index Technical support and resistance levels

25 S2 S1  Current R1 R2
. RISK OFF EUR-USD 1.0926 1.0948 1.0974 1.1000 1.1165
GBP-USD 1.1996 1.2000 1.2099 1.2100 1.2288
15 AUD-USD 0.6700 0.6717 0.6777 0.6800 0.6808
NZD-USD 0.6288 0.6300 0.6341 0.6400 0.6500
10 USD-CAD 1.3300 1.3314 1.3326 1.3361 1.3383
USD-JPY 105.00 105.36 105.99 106.00 106.89

0.5
m % USD-SGD 1.3800 1.3821 1.3897 1.3900 1.3920
00 ‘ NN ' ' 'W‘ i~ EUR-SGD 1.5200 1.5210 1.5251 1.5300 1.5332
e u JPY-SGD 1.2957 1.3100 13112 1.3187 1.3200
' GBP-SGD 1.6630 1.6800 1.6815 1.6900 1.6906
10 RISK ON AUD-SGD 0.9333 0.9400 0.9419 0.9428 0.9438
15 Gold 1484.04 150000 154510  1550.35  1553.40
2002 % % % 3% % % % % Sier 18.97 19.30 1931 19.40 19.42
= 3 s 3 = 3 5 3 5 3 Crude 52.10 54,10 54,16 54.20 56.06
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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 Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”) may or
might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in
such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related
Persons may also be related to, and receive fees from, providers of such investment products.

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 1I”), 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).

Co.Reg.no.:193200032W

Treasury Research & Strategy 4


mailto:LingSSSelena@ocbc.com
mailto:NgCYEmmanuel@ocbc.com
mailto:XieD@ocbc.com
mailto:TerenceWu@ocbc.com
mailto:HowieLee@ocbc.com
mailto:AlanLau@ocbc.com
mailto:carierli@ocbcwh.com
mailto:dicksnyu@ocbc.local
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com
mailto:ZhiQiSeow@ocbc.com

