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Market Themes/Strategy

e Despite the short term dollar funding squeeze (two cash injections by
the Fed, more expected today), the dollar ended flat to weaker across
G10 space on Tuesday with USD vulnerability accentuating into the
NY session. The AUD, undermined earlier in the global day by slightly
more dovish than expected RBA minutes, also recovered to end flat
on the day. The EUR in particular found support from the markedly
better than expected German September ZEW (expectations
component). Bund yields firmed slightly in contrast to the softer UST
curve.

e Positive US equities and softer crude (Saudi Arabia stated that oil
supply will fully recover within weeks) provided a risk positive tone to
the markets, even as the FXSI (FX Sentiment Index) continued to
edge higher within the Risk-Neutral zone.

e Expect the FOMC to be the primary focus tonight with markets
already suspicious that the Fed may ultimately disappoint on the
dovish front and remain divided internally.

e Uncommitted. Expect markets to be in a holding pattern intra-day
ahead of the FOMC. In the intervening hours, expect the EUR-USD to
remain neutral with the USD-JPY still expected to be in supported
territory (despite heightened expectations of further BO)J
accommodation). In the same vein, despite some negativity out of
the China complex on Tuesday, we think the AUD-USD is not in
imminent danger of being derailed at this juncture and the pair
should remain a buy-on-dips proposition.

Treasury Research
Tel: 6530-8384

Emmanuel Ng
+65 6530 4037
ngcyemmanuel@ocbc.com

Terence Wu
+65 6530 4367
TerenceWu@ocbc.com

Treasury Research & Strategy 1


mailto:ngcyemmanuel@ocbc.com
mailto:TerenceWu@ocbc.com

OCBC TREASURY RESEARCH g‘_g OCBC Bank

Daily Market Outlook
18 September 2019

EUR-USD

Neutral for now. Mixed German ZEW survey (expectations
component improved and above expectations) provided sufficient
positivity to drive the EUR-USD higher overnight. Expect the EUR to
remain within range, with 1.1100 capping topside and 1.1000 limiting
dips, pending new cues from the FOMC.
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Revert to upside bias. The risk environment continued to normalize  1us |
after the Saudi incident, keeping the USD-JPY supported above the
108.00 handle. Note that short term implied valuations ticked lower
again. For now, we continue to favour an extension towards 108.40,
over an retracement to 107.80.
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Consolidative. Lingering China growth concerns, coupled with a
dovish-leaning RBA, may offset ongoing risk appetite recovery, and
give the AUD-USD a slightly heavy tinge into the FOMC later. Note
that the short term implied valuations have accelerated lower, ..
potentially adding another drag. 070 |
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GBP-USD

Extend higher? The court hearing on PM Johnson prorogation of
Parliament started yesterday, with the government’s side looking
somewhat in on the backfoot. The GBP-USD responded with another
push towards the 1.2500 mark. Expect volatility over the next two
days to stem from developments on this front, but we remain
structurally negative on the GBP-USD, especially with the widening
gap between the implied valuations and spot.

USD-CAD

Flat. Downside momentum struggled to take traction despite a
firmer crude. With the Saudi incident now on the backburner, we may
find limited downside catalysts in the near term. Expect the pair to
trudge the space between the 55-day MA (1.3201) and the 100-day
MA (1.3272) in the interim.
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Asian Markets

e USD-Asia: USD-CNH still hovered above 7.0800 despite the broad
dollar softness overnight with markets slightly unsettled after the
PBOC left its MLF unchanged at 3.3% (now perceived as an intention
to adhere to a prudent approach to monetary accommodation).
Expect some spillovers from the weak USD into the Asian space
today, but we think that the Asian currencies may still be
handicapped by lingering macro concerns in China. Overall, expect
USD-Asia to be flat-to-softer ahead of the FOMC.

e Broader EM sentiment may remain a tad cautious ahead of the FOMC
tonight. Notably, the macro backdrop remains cautious, with the
latest BOK MPC minutes suitably (if not increasingly) dovish.

e USD-SGD: USD-SGD tracked lower overnight to the 1.3740 region and
the pair may remain top heavy barring any further deterioration in
regional risk appetite today. On the SGD NEER front, we stand at
+1.11% above parity (1.3904), with NEER-implied USD-SGD thresholds
easing lower.

FX Sentiment Index Technical support and resistance levels
. S2 S1 Current R1 R2
EUR-USD 10961 11000 11069 11100  1.1120
20 RISK OFF GBP-USD 12278 12400 12493 12500  1.2527
AUD-USD 06800 06848 06852 06895  0.6900
15 NZD-USD 06297 06300 06344 06400  0.6443
USD-CAD 13200 13213 13253 13300  1.3308
101 USD-JPY 10712 10800 10821 10837  108.71
o m ML USD-SGD 13713 13720 13751 13773 1.3800
00 | : ‘ EUR-SGD 15111 15200 15222 15300 15315
/ U JPY-SGD 12691 12700 12707 12800  1.2860
05 GBP-SGD 16910 17100 17179 17200 17211
y RISK ON AUD-SGD 09321 09400 09423 09431  0.9487
15 Gold 1479.09 150000 150420 155312  1559.80
2 % %2 9§ 3 5 2 2 2 2 Siver 16.99 18.00 18.02 18.10 19.16
g 3 & 3 & 3 & & & 3  Crude 56.30 58.90 58.93 59.00 60.55
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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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