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Market Themes/Strategy — All’s well that ends well?

e The broad USD continues to firm up against the G10 counterparts,

while the JPY continued to underperform as tensions between US and Terence Wu
Iran cool down further. Meanwhile, the GBP is weighed down by +65 65304367
dovish comments from BOE’s Carney. Note, however, that despite TerenceWu@ochc.com

the recent USD gains, the DXY index remains within a clear
downtrend starting from October 2019, and may see more resistance

near the 97.60/70 levels. Treasury Research
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e The overall market tone is still very much risk-on, with gold
consolidating lower, and crude back to mid-December levels. UST
yields are also back to levels before the initial US strike. Global
equities recovered, as S&P 500 marched to yet another record high.
The FX Sentiment Index (FXSI) took a steep plunge deeper into the
Risk-On zone. The mood seems to be all’s well that ends well for now.

e The Fed continues to telegraph an “on-hold” message, but note a
consistent chorus of Fed speakers preferring to let inflation run north
of the 2% target. We think this translates to an easing bias at the Fed
that may be USD negative on a structural basis.

e On the GBP front, directionality to be more determined by the broad
USD itself, and interspersed with drivers from EU-UK trade headlines,
data releases and BOE comments. For now, expect data releases and
BOE should lean towards being soft and accommodative (Carney
yesterday being case in point), and thus negative on the GBP.
However, with the USD itself also on a downtrend, GBP-USD
downside may be limited to the 1.3000 base. Wildcard is the trade
talks — a clear break down may be sufficient to take the GBP-USD
south of 1.3000 on a sustained basis.

e With the DXY index near the top end of the downtrend channel, the
pace of the USD upside extension may slow to a grind, if not reverse.
Prefer to focus on idiosyncratic negatives on the AUD for now.
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Asian Markets

e USD-Asia: The lower USD-CNH sets up a strong lead to guide USD-
Asia south. We continue to expect USD-CNH to be heavy as we head
towards the signing of the Phase 1 deal, anchoring USD-Asia even as
the USD strengthens within the G10 space. Overall, expect Asian
currencies to revert to a firming bias, with the likes of INR and PHP
looking most likely to benefit due to the lower crude complex.

e USD-SGD: The USD-SGD found very limited traction south of 1.3500,
even as the USD-CNH leaned heavy. We think the elevated SGD NEER
basket yesterday contributed to the lack downside impetus. For now,
the basket stands lower at +1.66% above its perceived parity
(1.3739), with NEER-implied USD-SGD thresholds lower on the day.

FX Sentiment Index Technical support and resistance levels
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Trade Ideas
Inception B/S Currency Spot/Outright Target Stop Rationale
TACTICAL
1 |08-Jan-20 S AUD-USD 0.6872 0.6728 0.6949 Risk-off sentiment on US-Iran
tensions; Heightened RBA rate cut
expectations
STRUCTURAL
RECENTLY CLOSED TRADE IDEAS
Inception Close B/S Currency Spot Close Rationale P/L (%)
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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 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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