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Sino-US tensions continued to escalate on Monday with the US
Treasury designating China a currency manipulator and Chinese
companies also suspending purchases of US agricultural goods. With
trade tensions boiling over, this again saw the USD sliding against the
CHF, JPY, and EUR (and also XAU), while the AUD underperformed
across G10 space. In addition, EM FX weakened as investor appetite
dissolved.

Meanwhile UST vyields (10y closed near 1.7278% and bund yields
dived lower while risk aversion took a major bite out of global
equities, including EM equities overnight. As a result, the FX
Sentiment Index (FXSI) catapulted higher within the Risk-Off
territory.

Rather quiet on the data calendar, save for German factory orders
(0600 GMT). Watch also for the RBA policy decision (0430 GMT,
unchanged expected), and comments from Fed’s Bullard (1600 GMT).

USD weak, EM weaker. Overall, with Fed rate cut expectations now
being boosted, expect the USD to be vulnerable within G10 space
(except against the AUD) but EM/Asia FX will continue to deteriorate.
In particular, the EUR is seen increasingly at risk of an about turn if
substantial leveraged shorts continue to unwind.
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EUR-USD

Bouncing higher. Leveraged (short) positioning in the EUR is the
most conspicuous and is therefore seen to be most susceptible to a
flush out, especially if USD weakness in the majors becomes endemic.
Short term implied valuations for the EUR-USD are also correcting
higher sharply at this juncture. If the pair can detach from the 100-
day MA (1.1231) expect further upside towards 1.1260 before the
200-day MA (1.1299).
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USD-JPY

Southbound. USD-JPY may continue to be orientated lower in view
of USD vulnerability coupled with broader risk aversion. In the
interim, short term implied valuations for the USD-JPY have fractured
lower as a result. As noted yesterday, if 106.00 is violated
convincingly, expect a further deterioration towards 105.60.
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Bearish territory. With base metals continuing to tank, any further o]
dovish overtones from the RBA today may the AUD-USD under o7/
implicit negative pressure. Short term implied valuations remain  o7s
depressed and expect the 0.6700 floor remain in the cross hairs. 073

GBP-USD

Heavy range. Range (albeit heavy) trading behavior for the GBP-USD
may persist in the near term, with the pair caught between a weak
USD, risk aversion, and ‘no-deal’ uncertainty. Short term implied
valuations meanwhile are stabilizing a touch and the pair may
navigate a 1.2080-1.2200 band in the interim.
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Consolidate. USD-CAD may remain moored in the vicinity of 1.3200 izj
with a slight bias towards 1.3150 if FOMC expectations decay more ., |
rapidly relative to the Bank of Canada. Short term implied valuations 1o 1
meanwhile remain distinctly bearish but this may be stonewalled if  *2®
crude continues to creep lower. iii
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Asian Markets

e USD-Asia: RMB leading the Asian pack lower. USD-CNH launched
above 7.1000 towards 7.1500 early in Asia (with USD-CNY printing
above 7.0000 onshore on Monday), but eased to 7.0900 post the
USD-CNY morning fix. Overall, the whole host of negatives (risk off,
negative equities, portfolio outflows etc) continues to buffet Asian
currencies. Despite the softening USD, expect USD-Asia to be
susceptible to the upside, especially with the RMB complex this time
setting the pace for the region. The likes on THB and SGD may be
relatively resilient as regional safe havens.

o Aggregate equity flow momentum in outflow territory. Overall
portfolio flow environment in Asia continues to deteriorate. In
aggregate terms, equity flow momentum has tipped into a net
outflow situation, while the bond flow momentum continues to
consolidate lower. Driven by equity outflows, overall outflow
momentum worsened in Taiwan and India, while Thailand is
hampered by bond outflows. South Korea and Indonesia are also
seeing an ongoing consolidation of inflow momentum

e USD-SGD: Upside risks. The USD-SGD floated above 1.3850 overnight
on the back of the decline in the RMB. Retain an upside bias, with
the next way-point at 1.3880. Nevertheless, with risk-off sentiments
spilling over, we do not rule out near-term SGD outperformance
against other Asian currencies. On the SGD NEER front, the +0.30%
above parity mark was reached overnight, before a rebound this
morning brought the index to +0.57% above parity (1.3919). NEER-
implied USD-SGD thresholds were higher overnight. Multi-session,
expect parity to be the next key threshold in the current
environment, although the psychological resistance at 1.3900 for
USD-SGD may interrupt temporarily.

FX Sentiment Index Technical support and resistance levels

28 S2 S1  Current R1 R2
20 RISK OFF EUR-USD 11065 11200 11227 11237 11299
GBP-USD 12080 12100 12151 12200 12532

15 AUD-USD 0.6745 06748 06777 06800  0.6947
NZD-USD 0.6500 06502 06551 06600  0.6627

r USD-CAD 13016 13100 13197 13200 13207
05 USD-JPY 10552 10600 10618 10626  107.00
00 1 USD-SGD 13643 13800 13827 13840 13869
s EUR-SGD 15451 15500 15525 15587 15600
- JPY-SGD 12978 13000 13021 13100 13132
10 GBP-SGD 16641 16800 16802 16900 17097
. RISK ON AUD-SGD 09322 09327 09371 09400 09478
e 3§ 3 i 3 ¢ 3 ¢ I God 140000 145612 146340 147500  1500.00
e T I 15.38 1640 1644 1650 16.64
Crude 5359 5500 5508 5510  56.15

Treasury Research & Strategy 3



OCBC TREASURY RESEARCH gj OCBC Bank

Daily Market Outlook
6 August 2019

Treasury Research & Strategy 4



OCBC TREASURY RESEARCH

Daily Market Outlook

6 August 2019

&) ocBC Bank

Treasury Research & Strategy

Macro Research

Selena Ling
Head of Strategy & Research
LingSSSelena@ocbc.com

Howie Lee
Thailand, Korea & Commodities

Howielee@ocbc.com

Emmanuel Ng
Senior FX Strategist

NgCYEmmanuel@ocbc.com

Tommy Xie Dongming
Head of Greater China Research
XieD@ocbc.com

Alan Lau
Malaysia & Indonesia

AlanLau@ocbc.com

Carie Li
Hong Kong & Macau

carierli@ocbcwh.com

Terence Wu
FX Strategist
TerenceWu@ochc.com

Dick Yu
Hong Kong & Macau
dicksnyu@ocbc.local

Credit Research

Andrew Wong Ezien Hoo Wong Hong Wei Seow Zhi Qi
Credit Research Analyst Credit Research Analyst Credit Research Analyst Credit Research Analyst
WongVKAM@ochc.com EzienHoo@ocbc.com WongHongWei@ocbc.com ZhiQiSeow@ocbc.com

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 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 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 Il, as implemented in any jurisdiction).
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