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Market Themes/Strategy - Inversion therapy

e Asthe UST yields continued to come off and bull flatten (10y yield fell
below 1.5000%; 3/30s inverted; 2/10s inverted further), USD-JPY
softened with the JPY outperforming on the crosses. Meanwhile,
accompanying global growth concerns also saw the cyclicals turning
lower against the USD.

e Elsewhere, the GBP continued to bounce as hopes of a ‘no-deal’
Brexit were allayed slightly while the EUR-USD edged lower on
ongoing lItalian political uncertainty and dovish comments from the
ECB.

e Despite positive gold and negative US equities, the FX Sentiment
Index (FXSI) still managed to slip lower but remained in Risk-Off
territory nonetheless.

e The data calendar today is relatively light, but look out for comments
from the Fed’s Barkin and Daly.

e Hunkering down. Near term view remains fairly intact at this
juncture, with investors likely to fade the cyclical FX (note latest
cautionary comments from the RBA and RBNZ) on upticks.
Meanwhile, inherent USD weakness may also continue to manifest
via the USD-JPY. On other fronts, against a backdrop of economic
malaise, expect the global race to the bottom for yields to persist,
with equities continuing to look tenuous.
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EUR-USD
Heavy tone. Sufficiently dovish comments by the ECB’s de Guindos
continue to put the EUR-USD under negative pressure. Uplift in the
short term implied valuation has also flattened out. Expect the pair
trade heavy, with 1.1050 potentially attracting as an interim
waypoint.

USD-JPY

Slippery slope. With no news-flow from the Sino-US front yesterday,
the USD-JPY saw some consolidation between the 105.50 and 106.00.
With overall risk sentiments jittery and short term implied valuation
pointing south, the risk-reward continues to favour a lower USD-JPY
posture for now. Expect 105.50 to be the first waypoint to the
downside, while any further escalation will quickly put 105.00 back
into the picture.

AUD-USD

Heavy within range. Even as the short term implied valuation for the
AUD-USD tipped marginally higher, there might be little incentive to
push the pair materially higher, especially with the pair stuck near the
0.6750 locus and next week’s RBA meeting coming increasingly into
focus. The 0.6700-0.6820 range should hold for now, with renewed
directional impetus possibly to follow when that range breaks.

GBP-USD

Choppy trade. Positive Brexit headlines (Merkel/Macron possibly
open to softening language, opposition MPs united to block no-deal)
provided the lift for the GBP-USD, although the 1.2300 continued to
cap. With the pair still within a downtrend channel and the short term
implied valuation edging further south, we urge caution in chasing the
pair higher for now.

Z Ju

—— Actual — Fitted
USD-CAD 38 1
Range. The USD-CAD turned back into the recent ranges as market izj ]
attention shifted to next week’s Bank of Canada meeting, with some .,
expectation that the BOC will turn dovish (potentially signaling for a 130 {
rate cut later in the year) on the back of renewed trade tensions. Look  *2® ]
for the pair to persist within the 1.3250 and 1.3350 range for now. ij
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Asian Markets

e USD-Asia: Although EM equities ended in positive territory on
Tuesday but we note that EM risk premiums remain elevated. Asian
FX, we think, may continue to be subject to generalized caution (USD
seen resilient on dips) while Asian govie yields may continue ease
lower under the lead of global core curves.

e Renminbi anchor illusory. With the USD-CNY mid-points essentially
in lockdown mode in the last few sessions (i.e., fixings consistently
below model-driven estimates), regional currencies may be seeking
some modicum of stability from the renminbi complex,. Note
however that the CFETS RMB Index has continued to decay to 91.03
this morning in the face of heightened Sino-US trade tensions, with
the next key support expected at 90.00. Structurally, the continued
depreciation of the CFETS RMB Index essentially also paves the way
for the rest of the region to follow suit.

e USD-SGD: Upside bias. The 1.3900 mark continues to cap the USD-
SGD for now, but the implicit buoyancy should still characterize the
pair. We prefer to buy on any dips to 1.3860. The SGD NEER eased to
+0.45% above parity (1.3952) this morning, with NEER-implied
thresholds essentially static.

FX Sentiment Index Technical support and resistance levels

28 S2 S1  Current R1 R2
. RISK OFF EUR-USD 11027 11035 11088 11100  1.1202
GBP-USD 12015 12200 12274 12298 12300
15 AUD-USD 0.6700 06734 06746  0.6800  0.6808
NZD-USD 06330 06342 06357 06400  0.6558
10 USD-CAD 13188 13200 13298 13300 13313
USD-JPY 10500 10524 10582 10600  107.14

05
M M‘L USD-SGD 13778 13800 13891 13900  1.3920
001 Il 1" EUR-SGD 15382 15400 15402 15500 15567
s U JPY-SGD 12875 13100 13127 13200 13211
‘ GBP-SGD 16947 17000 17050 17064 17092
10 RISK ON AUD-SGD 09300 09338 09372 09400 09417
15 Gold 144287 150000 154100 154330  1557.76
0% % F 5 3 3 % 3 F Sier 18.12 18.20 18.23 1830 18.31
£ 3 § 3 § 3 & 3 & 3 Cude 52.08 55.50 55,51 55.60 56.10
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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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