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Market Themes/Strategy/Trading Ideas

e Global uncertainty and risk aversion saw the antipodeans slipping on
Monday and the CHF and JPY outperforming on the crosses with UST
(and bund) yields, led by the back end, headed lower. 10y UST yields
were around 1.64% at the NY close

e Significantly Risk-Off. Negative EZ/US/EM equities and higher gold
saw the FX Sentiment Index (FXSI) spike higher into Risk-Off territory.
We think the risk appetite environment is increasingly unsettled with
(unrelated) stress points (HK vs. Argentina) feeding into generalized
global risk aversion levels. In particular, the bull-flattening bias
(US3/30s fell below 20bps overnight) globally only underscores the
increasingly dire prognosis infecting markets at this juncture.

e Meanwhile, Sino-US trade war concerns (investors increasingly
spooked by prospects of no trade deal this year) may continue to
circulate. In the short term, classic symptoms of negatively pressured
cyclicals (and EM) coupled with outperformance of haven currencies
(JPY and CHF) may persist intra-day. Yield seekers are therefore
expected to stay off the grid with risk-off trades likely in favor.
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EUR-USD

Consolidate but supported. Despite mild Italian political uncertainty
humming in the background, slight USD vulnerability may continue to
manifest via a supported EUR-USD in the near term with 1.1200
continuing to serve as a near term anchor. Short term implied
valuations meanwhile have ratcheted higher since the onset of the
month, putting the 100-day MA (1.1224) and the 55-day MA (1.1233)
at risk of a breach towards 1.1260.
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USD-JPY 115
Southbound. In the current environment, USD-JPY may continue to 13|
be explicitly pressured lower. The pair may continue to eye the
105.00 floor with the next junction expected at 104.50. The pair has
caught up with its short term implied valuations (on the downside)
but the latter remains tilted south.
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AUD-USD

Bearish territory. The RBA’s Debelle is scheduled to speak twice on
Wednesday and investors will be watching the RBA’s spoken
demeanor this week. Note that the RBA’s Kent has also
acknowledged that lower Aussie yields have undermined the
currency. Sub-0.6750, the AUD-USD may ladder itself lower to 0.6700
amid still suppressed short term implied valuations. As noted
previously, the surprise and larger than expected cut by the RBNZ has
not placed the weight of expectations on the RBA.

GBP-USD

Heavy range. Talk of the UK potentially seeking a Brexit extension
may grant the GBP some relief but it remains to be seen if the EU will
even entertain such a possibility. With little else in terms of positives
on the horizon, expect the pair to continue to hold top heavy within
1.2020-1.2100 pending further headline risks and despite over
extending on the downside relative to short term implied valuations.
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USD-CAD 1.38 1
Consolidate but firm. In the midst of the ongoing fragility in global
markets, USD-CAD may bonce on dips towards the 55-day MA
(1.3212) and 1.3200. Risks may also remain biased towards 1.3275 if = 130 1
1.3250 is breached and despite suppressed short term implied 2]
valuations for the pair.
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Asian Markets

e USD-Asia: USD resilience. EM FX crunched lower overnight as the
market’s focus was centered on EM with the unrest in Hong Kong and
political uncertainty in Argentina afflicting the ARS (crashing out in
fact) with the ZAR and TRY also falling against the USD. USD-CNH is
holding steady around the 7.1000 neighborhood with the renminbi
complex still expected to set the pace for Asia. Overall, expect the
USD to continue to hold the upper hand in Asia at this juncture.

¢ Net portfolio outflows. On the net portfolio flow front, EPFR flows
indicate significantly deeper net implied outflows from Asia (excl
Japan, China) in the latest week while net implied bond inflows also
dropped precipitously to almost neutral in the same period. Higher
frequency data on actual net portfolio flows in the region meanwhile
also indicate a net outflow situation for Taiwan (equities), India
(bonds and equities), Indonesia (bonds and equities), Thailand (bonds
and equities), and Malaysia (equities).

e USD-SGD: Upside risks. This morning, the MAS stated that an off-
cycle monetary policy meeting was not being considered. 2Q GDP
numbers released this morning saw a -3.3% qoq saar contraction
(flash estimate -3.4%) with the 2019 GDP forecast shaved to 0.0-1.0%
from 1.5-2.5% previously. The SGD NEER is currently at +0.33% above
perceived parity (1.3917) and in the current environment, further
decay into sub-parity territory remains on the cards. For today,
1.3900 on the upside is may attract if the USD continues to flex higher
within EM/Asia.
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FX Sentiment Index Technical support and resistance levels
2% S2 S Current R1 R2
20 RISK OFF EUR-USD 11074 11100 11194 11200  1.1238
GBP-USD 12000 12015 12066 12100  1.2477
15 AUD-USD 0.6677 06700 06761  0.6800  0.6930
NZD-USD 06378 06400 06450 06500  0.6617
H USD-CAD 13186 13200 13242 13300  1.3308
05 N,L USD-JPY 10500 10505 10548 10600  107.80
00 1 RS T 'HM i USD-SGD 13654 13800 13880  1.3888  1.3900
o u EUR-SGD 15395 15500 15537 15562  1.5587
‘ JPY-SGD 12667 13100 13159 13200  1.3205
10 GBP-SGD 16598 16700 16746 16800 17035
RISK ON AUD-SGD 09275 09300 09384 09400  0.9461
-15
e ¢ ¢ £ % ¢ % I 3 ocod 140669  1500.00 151040 151490  1518.08
L T T B T 17.20 17.25 17.29 17.30 17.35
Crude 51.97 54.80 54.81 54.90 55.85
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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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