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Market Themes/Strategy 
 
 Mixed outcome from the ECB.  The markets veered off in different 

directions on Thursday with the EUR ending higher against the USD 
and outperforming across G10 post-ECB. The ECB delivered an as 
expected 10bps cut to its benchmark rate to -0.50%, restarted QE 
(note cited internal dissent within the ECB) at EUR20bn a month for 
as long as necessary, lowered interest rates on TLTROs, and 
introduced a tiered deposit rate system. Ultimately, higher bund 
yields and pared expectations of a further ECB rate cut this year 
lifted the common currency. 
 

 Meanwhile, the cyclicals (AUD, NZD, CAD) tracked lower despite a 
White House official denying a report that the US was considering an 
intierm deal with China. Firmer UST yields also continued to buoy the 
USD-JPY, leaving the pair above 108.00 by late NY. 

 
 With risk appetite still on the mend and amid positive global equities, 

the FX Sentiment Index (FXSI) dipped into Risk-Neutral territory. This 
should continue to be supportive of risk taking behavior across asset 
markets. 

 
 Back to the Sino-US front.  Going ahead, expect Sino-US headlines to 

resume taking center stage again with the ECB meeting now a 
postscript. On the former, the latest buzz is centering on some form 
of interim deal to delay or roll back tariffs. Working level officials are 
also reportedly due to meet next week for talks. To this end, risk for 
the USD-CNH remains skewed to the downside at this juncture. 
 

 EUR-CNH vulnerability.  In G10 space, expect the EUR-USD to be 
neutral in the near term as markets attempt to digest the ECB’s latest 
package of measures. An offshoot from developments in the last few 
sessions (ECB meeting, friendlier Sino-US headlines) may suggest 
further downside for EUR-CNH in the near term. 

 
 Meanwhile, look for USD-JPY to continue its ascent as US yields 

recover while the likes of the AUD may derive implicit support on the 
back of expectations of ‘friendly’ Sino-US trade headlines in the 
coming weeks. 
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EUR-USD 
Neutral for now.   With the ECB not inciting surprises on either side, 
we expected no strong directional cues for the EUR-USD for now. 
While spot is higher overnight, note that the short term implied 
valuations continued to dip. Overall, we take neutral view on the EUR 
in the immediate horizon, pending the FOMC next week. Expect 
1.1100 to cap in the interim, with downside support at 1.1020.     
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USD-JPY 
Biased higher for now.  The sustained alleviation of Sino-US trade 
tensions has continued to support the USD-JPY. Short term implied 
valuations catching up also suggest that there ascent may be 
sustainable in the near term. We look for further extension towards 
108.50, with dips likely limited to 107.70/80.  
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AUD-USD 
Eying higher levels.  The AUD-USD should stay supported within the 
risk-positive environment for now, although we may need further 
concrete developments to push the pair beyond the 0.6900 handle. 
Short term implied valuations dipping lower also add another layer of 
caution. Expect the pair to stay buoyant within the 0.6850 to 0.6900 
corridor for now.   
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GBP-USD 
Toppish?  Upside momentum for the GBP-USD may be scarce for 
now. Look instead for consolidative action until the run-up to the 
17/18 October EU Council, when there should be more concrete 
updates on the Brexit state of play. Expect the pair to be bookended 
by the 55-day MA (1.2304) and 1.2400 for now.  
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USD-CAD 
Softer bias.  The USD-CAD was largely steady around the 1.3200 
handle, although we think the downtrend is not negated just yet. 
Pending the crude complex, expect the pair to thread ground within 
the 1.3150-1.3250 range for now.  
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Asian Markets 
 

 USD-Asia:  Heavy.  A yet lower USD-CNH profile on Thursday should 
continue to keep USD-Asia suppressed as investors hold out for 
positive headlines from the Sino-US front. The CFETS RMB Index also 
looked to find a bottom at 91.00 for now.  
 

 At this juncture, the lower plane on which the USD-Asia resides now 
may have better shelf-life going forward. The alleviation of trade 
tensions appears sustainable into the scheduled October meetings, 
with conciliatory actions taken by both sides. Note also the nascent 
recovery of portfolio flows into the region, possibly providing some 
background support for Asian currencies.      
 

 USD-SGD: Heavier posture.  The USD-SGD continued to track USD-
CNH lower, reaching levels around the 55-day MA (1.3747). Expect 
the pair to retain a heavy posture, with the 100-day MA (1.3711) the 
next waypoint down south. Any bounces should be capped at 1.3800 
for now. The SGD NEER sustained above the +1.00% mark, standing at 
+1.04% above its perceived parity (1.3890) this morning, with NEER-
implied USD-SGD thresholds dipping lower. Despite domestic 
weakness and MAS easing expectations, the SGD NEER may be driven 
more by external drivers for now.  

 

 

 
FX Sentiment Index                                                          Technical support and resistance levels 
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S2 S1 Current R1 R2

EUR-USD 1.0965 1.1000 1.1065 1.1100 1.1130

GBP-USD 1.2276 1.2300 1.2333 1.2385 1.2400

AUD-USD 0.6800 0.6853 0.6867 0.6893 0.6895

NZD-USD 0.6304 0.6400 0.6404 0.6457 0.6500

USD-CAD 1.3200 1.3203 1.3218 1.3300 1.3310

USD-JPY 107.80 108.00 108.16 108.26 109.00

USD-SGD 1.3700 1.3726 1.3748 1.3753 1.3765

EUR-SGD 1.5150 1.5200 1.5213 1.5300 1.5320

JPY-SGD 1.2700 1.2701 1.2711 1.2717 1.2800

GBP-SGD 1.6896 1.6900 1.6956 1.7000 1.7092

AUD-SGD 0.9400 0.9433 0.9441 0.9487 0.9489

Gold 1471.90 1480.02 1498.80 1500.00 1552.94

Silver 16.88 18.00 18.01 18.10 19.22

Crude 53.50 54.90 54.93 55.00 56.08  
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