&) ocBC Bank

Tuesday, June 25, 2019
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e Despite some cautionary comments (regarding rate cuts) from the Fed’s Kaplan,
Monday saw yet more broad USD vulnerability amidst softer UST vyields (10y yield
just a whisker above 2.000%) and as FOMC rate cut expectations continued to
circulate (note further criticism of the Fed by Trump). Although not wholly
representative, note that the DXY closed below 96.00 on Monday following a clean
technical break of a trend line from Sep 18, with the 2019 low at 95.03 now within
sight. Global equities were lackluster at the start of the week while the FXSI (FX
Sentiment Index) ticked higher within Risk-Neutral territory.
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e Watch headline risks. Watch for headline risks today, with the lineup today
including the RBA’s Bullock (0705 GMT), the ECB’s Guindos (0715 GMT), Fed’s
Williams (1245 GMT) and Bostic (1600 GMT). Fed chair Powell’'s scheduled
appearance at 1700 GMT will be closely scrutinized, and following that, look also
to the ECB’s Coeure (1715 GMT), and the Fed’s Barkin (1930 GMT) and Bullard
(2230 GMT).

e USD negativity. With key technical levels violated on several fronts, USD
weakness may yet prevail (continue to watch the CHF, XAU, and TU/TY) while
markets bounce between the upcoming G20 meeting in Osaka (USTR Lighthizer
spoke with China VP Liu He on Monday), Japan, imminent Fed rate cuts, and still
simmering US-Iran tensions (note new US sanctions on Monday).

EUR-USD Firming. The June German Ifo proved mixed
128 4 but note that the EUR-USD has closed above its
o 200-day MA (1.1348). While some pause at
122 1.1420-1.1435 may be expected in the near
1201 term, short term implied valuations continue to
o push higher.
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Drip lower. USD-JPY may continue to remain
under the weather (i.e., top heavy) although
short term implied valuations are attempting to
consolidate. Expect some base building in the
106.90/00 neighborhood.

Collect dips. AUD-USD may attempt to search
higher in the current environment with the 55-
day MA (0.6988) expected to cap in the near
term. Note that short term implied valuations are
also basing out.

Limited upside. Given the negative overhang
from the Conservative Party leadership race,
expect upside for the GBP-USD to remain
limited, with a tangle of resistance levels on
approach of the 1.2800 zone. Bouncing short
term implied valuations meanwhile may indicate
support towards the 1.2700 area.

Southbound. USD-CAD is expected to continue
to shadow its short term implied valuations lower
although some base building may occur towards
1.1330/50 at this juncture. Initial resistance
meanwhile is expected on upticks towards
1.3215.
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Asian Markets

e USD-Asia: Heavy from portfolio flows for Asian FX and bonds. USD-Asia diverged from the RMB
complex on Monday, with the Asian currencies seeing background support from a good run of equity
and bond inflows. In contrast, the USD-CNH looked flat-to-higher and the CFETS RMB Index turned
lower ahead of the G20 meeting. With the USD still on the back-foot, continue to expect a lower USD-
Asia for now.

e The RBI lost its Deputy Governor Acharya, who resigned citing “unavoidable personal
circumstances”. Considered as a policy hawk, this departure may further tilt the balance at the RBI
towards the dovish end of the spectrum (and raise questions on central bank independence), perhaps
heralding further rate cuts to come. In the near term, Indian govie bonds continue to attract inflows,
and we expect yields to be further biased lower.

e Asian flow environment: Supportive. On the flow front, net bond inflows for South Korea remain
underpinned while net equity outflows continue to compress. Net equity outflows in Taiwan have also
narrowed to almost neutral levels. In India, net bond inflows are persisting despite some consolidation
in net equity inflows. For Indonesia, aggregate net flows have flipped to an inflow environment with a
sharp pick up in net bond inflows while equity flows are neutral. Elsewhere in Thailand, net bond
inflows remain at significantly strong levels while net equity inflow momentum has been accelerating.
In Malaysia and the Philippines, the compression in net equity outflows has brought the balnce back
to almost neutral levels.

e USD-SGD: Bottoming soon? The USD-SGD continued to shade lower on Monday in the face of
broad USD weakness but note that the SGD NEER has remained effectively static at +1.73% above
its perceived parity (1.3762). NEER-implied USD-SGD thresholds, meanwhile, is still pointing south.
Nevertheless, with the 100-week MA (1.3529) taken out, we think the 1.3500 floor may serve as a
stronger support level in the interim. Any bounce may be capped at 1.3660 for now.

FX Sentiment Index Technical Support and resistance levels
S2 S1 Current R1 R2
RISK OFF EUR-USD 1.1348 1.1400 1.1408 1.1410 1.1419
GBP-USD 1.2547 1.2700 1.2752 1.2790 1.2800
AUD-USD 0.6853 0.6900 0.6966 0.6971 0.7000
NZD-USD 0.6589 0.6600 0.6645 0.6674 0.6682
USD-CAD 1.3132 1.3151 1.3175 1.3200 1.3286
USD-JPY 107.00 107.05 107.12 108.00 109.54
USD-SGD 1.3507 1.3521 1.3523 1.3600 1.3649
EUR-SGD 1.5330 1.5400 15427 1.5475 1.5478
JPY-SGD 1.2564 1.2600 1.2624 1.2665 1.2700
GBP-SGD 1.7165 1.7200 1.7245 1.7300 1.7438
AUD-SGD 0.9361 0.9400 0.9420 0.9500 0.9522

n n © © ~ ~ © oo o
T 0z § 3 § 3 § 3 Gold 140000 141602 142400 142410  1500.00
- 4 - 4 @ 4 . 4 o Silver 14.91 15.40 15.48 15.50 15.50
Crude 50.60 57.80 57.86 57.90 58.86

Source: OCBC Bank Source: OCBC Bank
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Trade Ideas
Inception B/S  Currency Spot/Outright  Target Stop/Trailing Stop Rationale
TACTICAL
1] 14-May-19 S AUD-JPY 76.12 73.90 77.20 Escalating Sino-US trade tensions
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
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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 I, as implemented in any jurisdiction).

Co.Reg.no.:193200032W

Treasury Research & Strategy 5



