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New Ideas and Updates 
  
• We start this year with the view that the USD may weaken in early 2021 

amid a resilient risk-on environment (see 2021 FX Outlook, 14 Dec 
2020), . This stance was intact until the market was shaken up by the 
Democrats picking up both Senate seats in the Georgia run-off 
elections (5 Jan 2021), gaining control of the Senate and completing 
the “Blue Sweep”. The resultant swing higher in back-end UST yields 
threatened to herald a new market backdrop – one where a higher 
nominal and real US yields can exert an upward pull on the USD.     
 

• The broad USD re-engaging its favourable yield differentials to move 
higher is one of the risks to the weak-USD consensus that was also 
highlighted in the 2021 FX Outlook. However, we are not completely 
on the train at this time. We expect higher US yields to eventually lead 
the USD higher, but only if it is a reflection of stronger US macro 
prospects. At this juncture, even if US data prints have been largely 
resilient, it is perhaps too early to treat US macro exceptionalism as a 
base case. Moreover, even with the up-move in the nominal yields, 
back-end real yields in the US remain negative. The move in yields is 
effectively still a laggard relative to the broader reflation trade in other 
asset classes.         

 
• Therefore, we expect the sell-USD-on-rally dynamic to re-assert once 

the USD bounce is exhausted, and have used the opportunity to 
selectively re-enter USD shorts against the JPY (7 Jan 2021, entry: 
103.38, T/P: 100.35, S/L: 104.75) and AUD (13 Jan 2021, entry: 0.7757, 
T/P: 0.8027, S/L: 0.7631). The USD-JPY idea was perhaps too early for 
its time, and better entry levels were missed. Nevertheless, note that 
USD bounce has failed to breach the structural downtrend in the USD-
JPY, and we prefer to stay the course. We also expect the AUD to be 
more resilient to any USD recovery – reflection of the risk-on 
environment, better growth prospects, and the commodities rally. 
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EXISTING 

No. Inception B/S Currency Pair Entry Target Stop Rationale P/L since entry (%)

1 07-Jan-21 S USD-JPY 103.38 100.35 104.75 USD more active that JPY as a haven 

currency in a risk-on environment; 

Structural JPY appreciation intact

-0.48

2 13-Jan-21 B AUD-USD 0.7757 0.8027 0.7631 AUD expected to be more resilient 

towards USD rebound amid risk-on 

environment

-0.03

RECENTLY CLOSED

Inception Exit B/S Currency Pair Entry Close Rationale P/L (%)

https://www.ocbc.com/iwov-resources/sg/ocbc/gbc/pdf/fx%20outlook/dfo/2021%20fx%20outlook%2014dec20.pdf
mailto:TerenceWu@ocbc.com
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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 
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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 produc t. 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 
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