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Market Themes/Strategy

e Risk-on dynamics in play overnight, with cyclicals (led by the AUD)
outperforming across the G10 space, while the haven currencies, JPY
and CHF, slipped. Except against the cyclicals, the USD was mostly
supported on the back of firmer UST yields. The DXY closed above the
98.00 handle, setting a platform for a test of the 55-day MA (98.30).

e The GBP was also taken lower towards the 1.2800 support after the
BOE’s dovish hold. The market’s focus was on the two MPC members
voting for a rate cut and the dovish rhetoric. Overlay that with the
pessimistic read in the ECB’s Economic Bulletin and softer than
expected German industrial production, the boost for the European
complex from the pricing out of the no-deal Brexit may well be over.
Expect attention to shift to relative macro outlook, and that should
put the EUR on the back-foot.

e Sustained leg higher in risk appetite, or is risk getting overly
stretched? An official announcement from the Chinese on the roll-
back of existing tariffs spurred risk appetite, although the positive
sentiment was tempered later when the White House is said to be
resisting that move. Global equities and core yield curves searched
higher in response. In particular, the 10y UST yield closed above
1.91%, underlying the uptrend seen since early October. Overall, the
FXSI (FX Sentiment Index) took a big step deeper into the Risk-On
zone. The question is whether the latest developments set the stage
for another sustained run-up in risk appetite, or will it all collapse on
the back of a tweet.

e In the interim, we prefer to continue backing the broad USD on
widening yield differential support. This is best reflected through a
potential search lower in the EUR-USD. In addition, risk-related plays
may still have some room to run. We expect a higher USD-JPY, which
should see buoyancy from both positive risk sentiment and yield
differentials.
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EUR-USD

Consolidate lower. At this juncture, the boost from the pricing out of
a no-deal Brexit on the EUR may have fully faded, with market
attention shifting back to soft Eurozone outlook. That should impart
negative pressure on the EUR-USD going forward. With the pair
hovering south of 1.1050, further extension towards 1.1000/20
cannot be ruled out at this point.
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USD-JPY
Headline-driven. The USD-JPY lifted back above the 109.00 mark on = |
the latest Sino-US headline. Note also that short-term implied 21
valuations are still northbound. Expect the pair to be headline driven 11|
for now, but the failure to sustainably move beyond the 109.20 may |
keep the pair within the 108.20 and 109.20 range.
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AUD-USD
Range-bound. The AUD-USD may see some implicit uplift from °]
positive risk sentiment, but that is offset to some extent by the Z:
resilient USD. The 100-day MA (0.6850) may support on the .. |
downside, with any 0.6900/20 cannot on top. 072 ]
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GBP-USD 144
Potentially softer. The dovish BOE provided another downside driver
for the GBP-USD, with the pair pushing close to the immediate e
southbound target at 1.2800. Expect the pair to be further subjected  *3]
to gravity, with 1.2700/10 attracting if the 1.2800 level is breached. 120 |
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USD-CAD 138
Stabilizing. The USD-CAD stay capped under the 1.3200 if risk  :2s
appetite stays positive and crude supported. The pair may trudge 3¢
sideways ahead of the Canadian data dump later today. 132
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Asian Markets

e USD-Asia: Positive setup for Asian FX. The USD-CNH dipped well
clear of the 7.0000 mark on renewed Sino-US progress, with the roll-
back of existing tariffs viewed as a game-changer. The USD-CNY
morning fix came in at 6.9941, further suggesting no official
objections to the spot level. China trade data also scheduled today.

e Qverall, risk-on sentiment is favourable for the Asian currencies for
now, although ongoing USD resilience may temper the positives
somewhat. Being more sensitive to RMB and Sino-US developments,
expect the North Asian currencies to outperform in the interim.

e USD-SGD: The USD-SGD remained heavy within a tight range, with
1.3560 and 1.3620 setting firm limits on the pair for now. The SGD
NEER firmed further to +1.65% above its perceived parity (1.3812)
this morning.

FX Sentiment Index Technical support and resistance levels

25

S2 S1 Current R1 R2

20 RISK OFF EUR-USD 11017 11040 11052 11100  1.1179

GBP-USD 12710 12800 12816 12900  1.3013

15 AUD-USD 06800  0.6813 06880 06900  0.6930

NZD-USD 06300 06345 06365  0.6400  0.6448

10 USD-CAD 13042 13100 13183 13200  1.3210

o USD-JPY 109.00  109.04 10920  109.34  109.49

oo | ' ' 1 USD-SGD 13548 13558  1.3587 13600  1.3661

' WU H EUR-SGD 1.5000 1.5010 1.5016 1.5100 1.5157

o5 JPY-SGD 12400 12424 12442 12500  1.2533

GBP-SGD 17353 17400 17413 17500 17712

10 RISK ON AUD-SGD 09258 09300 09347 009354  0.9400

15 Gold 145830 146613 147020  1499.88  1500.00

5 0% % % % % % 3 3 3 Silver 16.91 17.00 1702 17.07 17.10

s 38 & 3 & 3 &8 3 & 3 Crude 55.54 56.80 56.87 56.90 57.24
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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 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).
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