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New Ideas and/or Updates 
  
 The broad USD has been contained within a tight range since our 

previous FX Ideas (21 May). A meaningful pricing-in of Fed tapering / 
rate hike expectations has been elusive, and that has resulted in a sell-
on-rally stance for the USD. On the flip side, it is also hard to argue 
against the firm US macro performance, which keeps the floor under 
the USD, especially since it is already near year-to-date lows.  
   

 We continue to look for opportunities to initiate outright long USD 
exposure within the G-10 space – and these may arise soon. Note 
subtle shifts in Fedspeak, with increasing admission that it will be 
appropriate to discuss tapering in the upcoming meetings. Members 
like Brainard have also starting citing two-way risks over inflation. Note 
also, that aggregate back-end USD-G10 yield differentials are re-
widening in the USD’s favour. We stay positive that Fed tapering / rate 
hike expectations may materialize soon. The May NFP (4 Jun) and June 
FOMC meeting (16 Jun) will be the next key event risks.  
 

 Aside from the Fed, relative central bank dynamics in terms of exiting 
excessive monetary stimulus should also dictate on the crosses. We 
have had successes here relating to BOC and CAD-strength. Going 
forward, we shift the attention to the RBA. Granted that the RBA is 
likely to rein in on its bond purchase programme in the July meeting, 
but its forward policy rate guidance remains one of the most dovish 
among the major central banks (rate hikes unlikely “until 2024 at the 
earliest”). In contrast, the RBNZ has come out with a clearly hawkish, 
albeit “conditional”, trajectory. This could leave the RBA a laggard 
compared to the RBNZ, especially in the 2022-2023 timeframe. In this 
context, we initiate a structural short AUD-NZD on 02 June (entry: 
1.0695; TP: 1.0425; SL: 1.0828). 

 
 On the local front, we are perhaps too negative on the pandemic 

resurgence than we should. MTI rhetoric (25 May) that the negative 
impacts of the heightened restrictions will be limited to specific 
sectors, and not trigger a broader decline in economic activity seemed 
to be well-heeded by the market. Optimism is further imputed earlier 
this week, when it seemed like the restrictions will end on schedule on 
13 June. This has allowed the market to price back in MAS policy 
expectations, and push the SGD NEER back above the +1.00% above 
parity mark. Coupled with a broadly soggy USD, the USD-SGD was 
taken to sub-1.3200 levels, triggering the stop-loss on our 20 May 
tactical long USD-SGD for an implied -0.87% loss.  

 
 Elsewhere, we remain comfortable in holding on to our tactical JPY 

shorts  – the 28 April tactical long AUD-JPY (marked at +0.52%) and 30 
April tactical long USD-JPY (marked at +0.83%). As seen from our FX 
Sentiment Index, market sentiment has leaned positive on a multi-
session. Global equities and commodity complex have also moved 
higher, yet, the corresponding up-move in the USD-JPY and JPY-crosses 
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has been limited. In addition, the JPY is likely to be most exposed to 
any tweak in Fed tapering and rate hike expectations. These suggest to 
us that the upside risks for the USD-JPY and JPY-crosses may not yet be 
fully priced in.   

 
 

 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXISTING 

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

Tactical 

1 28-Apr-21 B AUD-JPY 84.354 87.576 82.747 JPY may be weighed down by 

renewed gains in back-end UST 

yields; creeping risk-on sentiment 

supports the AUD

+0.52

2 30-Apr-21 B USD-JPY 108.87 110.98 107.78 UST-JGB yields looking to widen again 

in the USD's favour

+0.83

Structural

1 02-Jun-21 S AUD-NZD 1.0695 1.0425 1.0828 RBNZ jumps to the front of hawkish 

queue alongside BOC; RBA should 

remain relatively more dovish

-0.11

RECENTLY CLOSED

No. Inception Exit B/S Currency Pair Entry Close Rationale P/L (%)

1 16-Apr-21 23-Apr-21 S EUR-USD 1.1953 1.2081 Back-end UST yields bottoming; EGB-

UST yield spread should compress

-0.52

2 23-Apr-21 30-Apr-21 S AUD-CAD 0.9688 0.9457 BOC first to ease off monetary 

stimulus, relatively hawkish compared 

to the RBA

+2.44

3 11-Mar-21 21-May-21 S EUR-CAD 1.5043 1.4756 BOC closer to tapering excessive 

monetary stimulus compared to the 

ECB

+2.09

4 20-May-21 01-Jun-21 B USD-SGD 1.3305 1.3190 Pandemic situation weighs on the 

SGD; SGD NEER may revert to parity 

to +0.50% above parity range

-0.87
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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. There may be conflicts of interest between OCBC Bank, Bank of Singapore Limited, 
OCBC Investment Research Private Limited, OCBC Securities Private Limited or other members of the OCBC Group and any of the persons or entities mentioned in 
this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. 

 

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 II, as implemented in any jurisdiction). 
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