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Market Themes/Strategy/Trading Ideas

e Amidst softer UST vyields (weaker than expected Jun existing home sales), the
dollar diverged on Monday with the antipodeans firming slightly while the GBP
continued to weaken, with the rest of the pack in a range. Meanwhile, the FXSI (FX
Sentiment Index) ticked higher for the 2" consecutive session but continued to
loiter in Risk-Neutral territory. Notably, the better than expected China June data
dump (including 2Q GDP readings) on Monday managed to provide a positive
balm for investor sentiment, especially for the likes of the AUD and Asian FX.
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e For today, with structural aggregated rate differentials leaning against the
USD, expect generalized vulnerability to persist ahead of RBA meeting
minutes (0130 GMT) and a slew of central bank appearances. These include
the ECB’s Villeroy (0700 GMT) and BOE’s Carney (1200 GMT). Fed members are
out in force today, with Bostic and Bowman (1215 GMT), Kaplan (1620 GMT),
Powell (1700 GMT) and Evans (1930 GMT). The US data stream meanwhile
includes June retail sales (1230 GMT) and industrial production (1315 GMT). On a
relative basis, stay heavy on the GBP-AUD.

EUR-USD Bottomed but tentative. Ahead of the ECB
128 appearances and the German June ZEW (0900
- GMT), the EUR-USD may continue to remain
122 reluctant on the upside, given also the dovish
1201 overtones from the German Economy Ministry
o on Monday. While short term implied valuations
114 remain relatively supported, significant upside
1121 may not be that forthcoming and a temporary
R EEEEEEEEEERE locus at the 100-day MA (1.1253) may persist,
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with risk towards the 55-day MA (1.1240).
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USD-JPY Fade upside. Yield differential arguments may
continue to keep the USD-JPY top heavy and a
sustained breach below 108.00 opens up to
107.40/50. Short term implied valuations for the
pair meanwhile are also stalling.

AUD-USD Buy dips for now. Pending further cues from
081 the RBA meeting minutes today, markets may
079 continue to remain constructive on the upside for
077 AUD-USD. With short term implied valuations
075 looking supported, look for initial resistance at
ore 0.7050/70 with good supported expected at
o 0.7000.

oo H;Acia 7‘1“‘5‘: B
GBP-USD Laggard. The Boris/Hunt proposition in the UK

may keep GBP-USD in the lower reaches of a
1.2450-1.2600 range ahead of the May/June
136 1 labor market data due today. Since detaching
lower late June, note that short term implied
valuations for the pair have demonstrated little

128 inclination to rebound and remain southerly.
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USD-CAD Heavy range. Softer crude lifted USD-CAD
136 | slightly on Monday and expect some measure of
136 | consolidation around the 1.3000 neighborhood
12‘; in the interim while maintaining a top heavy
130 4 posture. Short term implied valuations for the
128 pair have troughed somewhat but expect good
- resistance at 1.3100.
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Asian Markets

e USD-Asia:; After a supported start, the USD-CNH settled lower on Monday, setting a heavier tone for
the region, especially the northern pairs. Note that the Chinese data prints were firmer than expected
on Monday, with industrial production and retail sales outperforming, and headline GDP numbers in
line with expectations. With key data events over, and short-end CNH implied vols have eased to
levels near the realizeds, we expect the USD-CNH to stay within the 6.8500-6.9000 range for
now, with little catalyst to tip it over either side.

e Softer regional yields. With certain sharp exceptions (India, China, Indonesia), Asian bond yields in
the past week displayed a sympathetic but less than enthusiastic response to the capitulation higher
in core G7 govie yields. Given overnight cues from core markets, expect Asian govie yields to
potentially seek lower again.

e Hunting for rate cuts. On the net portfolio front, extremely strong net bond inflows in South
Korea have undergone a healthy moderation while minor net positive inflows have improved further.
For Taiwan, rolling net equity inflows have also subsided slightly. In India, net bond inflows have also
moderated lower (but benign inflation and rate cute expectations continue to weigh on vyields) while
net equity flows remain in a slight outflow situation. Indonesia meanwhile is still sitting on very strong
net bond inflows (govie yields, especially in the front end, continued to drive lower) while net equity
inflows have also been improving. Sentiment may continue to be underpinned by the promise of
further reforms from the President on Friday, with USD-IDR slipping below 14,000 on Monday. In
Thailand, previously strong net bond inflows have now corrected significantly (note investor caution
as the Bank of Thailand grows increasingly uncomfortable with undue baht strength) while net equity
inflows are holding relatively steady.

e USD-SGD: The SGD NEER firmed to +1.47% above its perceived parity (1.3760) on Tuesday, with
NEER-implied USD-SGD thresholds easing slightly on the day. With the USD still implicitly heavy and
no positive traction from the local front, we think the USD-SGD should continue to ease lower in the
interim. Expect 1.3527 (100-week MA) to attract in the near term, before a firmer support at 1.3500.

EX Sentiment Index Technical Support and resistance levels

25
S2 S1 Current R1 R2
20 RISK OFF EUR-USD 11200 11245  1.1259 11300  1.1322
GBP-USD 12440 12500 12514 12600  1.2679
15 AUD-USD 06951 07000 07034 07048  0.7063
10 NZD-USD 06700 06717 06731 06737 06757
USD-CAD 13000 13018 13054 13100  1.3242
05 USD-JPY 107.00  107.03  107.96 108.00  108.69
001 USD-SGD 1.3503 13516  1.3563 13600  1.3619
05 EUR-SGD 15206 15238 15271 15300  1.5350
JPY-SGD 12500 12560  1.2563 12600  1.2651
10 GBP-SGD 16900 16933  1.6972 17000 17303
RISK ON AUD-SGD 09488 09500 09540 09560  0.9570

-15
: z i 3 I % ¢ 3 ¢t 3 God 1360.73 140000 141490 144100 144181
e A B Y 14.98 15.20 15.29 15.30 15.48
Crude 58.20 59.40 59.47 59.50 60.94

Source: OCBC Bank Source: OCBC Bank
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Trade Ideas
Inception B/S Currency Spot/Outright Target Stop/Trailing Stop Rationale
TACTICAL
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S  Currency Spot Close Rationale P/L (%)*
1] 19-Mar-19 16-May-19 Long 2M USD-SGD 25-delta strangle Relatively depressed vol surface 0.06
Spot ref: 1.3508; Strikes: 1.3618, 1.3371; Exp: ahead of imminent global
16/05/19; Cost: 0.41% headline risks
2| 07-Jun-19  18-Jun-19 B EUR-USD 1.1266 1.1186 Pitting the ECB against the FOMC  -0.72
3 | 14-May-19 26-Jun-19 S AUD-JPY 76.12 75.28 Escalating Sino-US trade tensions  0.86
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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 and/or its related and affiliated corporations may at any time make
markets in the securities/instruments mentioned in this publication and together with their respective directors and officers, may have or take
positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the same for themselves or
their clients, and may also perform or seek to perform broking and other investment or securities-related services for the corporations whose
securities are mentioned in this publication as well as other parties generally.

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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