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ASEAN FX To Consolidate
Towards Year-End

Consolidation As 2018 Winds Down

ASEAN FX could remain under pressure in the week ahead as market
awaits the Fed’s decision and the press conference by Jay Powell on 20
Dec. A hike by the Fed accompanied by a still-hawkish tone in the
statement and press conference could power the USD and weigh on the
AXJs, including the ASEAN. A dovish hike on the other hand could allow
ASEAN FX to recover ahead of the Christmas holidays. Muted trades are
likely in the week of the 24 Dec as the year winds down. We could see
the ASEAN FX in consolidative trades consequently.

Aside from FOMC, markets will also be watching the actions of the BOJ,
BoT and Bl on 17, 19 and 20 Dec respectively. While the BOJ is likely to
reiterate its persistent easy monetary policy, we could see the Bl pause
after hiking policy by 175bp to 6.00% since May amid stable IDR and
manageable inflation. BoT is likely to normalise policy next week given
recent comments from the central bank that there may be less need for
extra accommodative policy. This should bring the policy rate to 1.75%. A
rate hike by the BoT will be supportive of a THB move towards the
32.670-levels.

Our in-house model implies that SGD NEER is trading 1.14% above the
implied midpoint of 1.3917, suggesting it is still on the stronger side of
the SGD vs. other trading partner currencies.

THB Could Face Downside Pressures Ahead Of The Election

The military junta in Thailand has finally announced that the general
elections will be held on 24 Feb 2019 and partially lifted the ban on
political activity. This announcement has been greeted with optimism by
both political parties and market participants alike as a timeline has
been fixed for the peaceful return to civilian rule. This has helped to
provide support to the THB in the past few sessions. Despite the current
calm, we believe that political temperature is likely to rise and hit a
feverish pitch as the election date nears. Pent-up frustrations after the
suppression of political expression over the past four years are likely to
burst out into the open and see political tensions boil over in the months
ahead. Escalating political tensions should keep investors on the sidelines
until political clarity is established. While market angst in the lead-up to
the elections could see THB weaken, we expect this softness to be
temporary. Once stability and clarity on the political front emerges, the
THB is expected to strengthen in 2Q and 3Q.
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Flavour of the Week: THB Could Face Some Setbacks
Before Seeing Better Days In Its Return To Democracy

» After a long wait of about four years, the military junta has finally
announced a date for the return of political power to civilian rule. At
the same time, the military junta also partially lifted the ban on
political activity, allowing for political assembly and financial activities
for political purposes. A remainder of the ban on political activities will
be lifted later in Dec to allow for political parties to begin campaign in
early Jan. The general election has been scheduled for 24 Feb 2019 (a
Sun). This announcement has been greeted with optimism by both
political parties and market participants alike as a timeline has been
fixed for the peaceful return to civilian rule. This has helped to provide
support to the THB in the past few sessions (Chart 1).

Chart 1: THB Has Gained On Optimism Over Election Date
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Source: Bloomberg, Maybank FX Research & Strategy Estimates

» Despite the current calm, we believe that political temperature is
likely to rise and hit a feverish pitch as the election date nears. Pent-
up frustrations after the suppression of political expression over the
past four years are likely to burst out into the open and see political
tensions boil over in the months ahead. Escalating political tensions
should keep investors on the sidelines until political clarity is
established.

Table 1: Polls Are Beginning To Show Support For Military-Backed
Phalang Pracharat Party But It Is Still Early Days

Dh

Pheu Thai Democrat Phal. Pracharat _Future Forward Others Polling Organisation

24-Nov-18 23.64% 19.01% 26.61% 8.84% 21.90% Rangsit University

National Institute of
20-22 Nov 2018 31.75% 16.98% 19.92% 15.63% 15.72% Development
Administration

National Institute of
17-18 Sep 2018 28.78% 19.58% 20.62% 15.51% 15.51% Development
Administration

Source: National Institute of Development Administration, Rangsit University,
Maybank FX Research & Strategy Estimates
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* As we have discussed elsewhere, we expect the polls to produce a
fractious parliament with no single party gaining an outright majority in
the new parliament. This should allow the military, who will dominate
the Senate for the next five years, to maintain its political influence
even after the military junta is dissolved. This increases the prospects
that current PM Prayuth Chan-Ocha will remain at helm after the polls
in Feb. Early polls are showing a shift in support towards the military-
backed Phalang Pracharat Party but opinions could shift as the
campaigning begins (Table 1).

While market angst in the lead-up to the elections could see THB
weaken, we expect this softness to be temporary. Once stability and
clarity on the political front emerges, the THB is expected to
strengthen in 2Q and 3Q (Chart 2).

Chart 2: THB Typically Depreciates In The Lead-Up To Elections But
Picks-Up Thereafter
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Source: Bloomberg, Maybank FX Research & Strategy Estimates
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Key Data and Events Ahead

@ Maybank

Currency 17-23 Dec 24-30 Dec
Mon: - Nil - Mon: Public Holiday
Tue: - Nil - Tue: - Nil -
Japan Wed: Trade (Nov) Wed: - Nil -
Thu: All Industry Activity Index (Oct), machine tool Thu: Housing Starts (Nov)
orders (Nov F), BOJ Meeting
Fri: CPI (Nov) Fri: Jobless Rate (Nov), Industrial Production (Nov P)
Mon: - Nil - Mon: - Nil -
Tue: - Nil - Tue: - Nil -
China Wed: - Nil - Wed: - Nil -
Thu: - Nil - Thu: - Nil -
Fri: - Nil - Fri: Current Account (3Q F)
Mon: - Nil - Mon: - Nil -
Tue: - Nil - Tue: Public Holiday
South Korea Wed: - Nil - Wed: - Nil -
Thu: - Nil - Thu: - Nil -
Fri: PPl (Nov) Fri: Business Survey Mfg (Jan), Industrial Production
(Nov)

Singapore

Malaysia

Indonesia

Philippines

Thailand

India

Vietnam
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Mon: NODX (Nov)

Tue: - Nil -

Wed: - Nil -

Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: - Nil -

Wed: CPI (Nov)

Thu: - Nil -

Fri: Foreign Reserves (14 Dec)

Mon: Trade (Nov)

Tue: - Nil -

Wed: - Nil -

Thu: Bl 7-Day Reverse Repo Rate

Fri: - Nil -

Mon: Overseas Remittances (Oct)

Tue: - Nil -

Wed: BoP Overall (Nov)

Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: - Nil -

Wed: BoT 1-Day Repo Rate, Customs Trade (Nov - due
sometime19-24 Dec)

Thu: - Nil -

Fri: Foreign reserves (14 Dec)

Mon: - Nil -

Tue: - Nil -

Wed: - Nil -

Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: - Nil -

Wed: - Nil -
Thu:- Nil -
Fri: - Nil -

Mon: CPI (Nov)
Tue: Public Holiday
Wed: Industrial Production (Nov)

Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: Public Holiday
Wed: - Nil -

Thu: - Nil -

Fri: - Nil -

Mon: Public Holiday
Tue: Public Holiday

Wed: - Nil -
Thu: - Nil -
Fri: - Nil -

Mon: Public Holiday

Tue: Public Holiday

Wed: Budget Balance (Nov)
Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: - Nil -

Wed: - Nil -

Thu: - Nil -

Fri: Foreign Reserves (21 Dec)

Mon: - Nil -

Tue: Public Holiday

Wed: - Nil -

Thu: - Nil -

Fri: - Nil -

Mon: - Nil -

Tue: GDP (4Q), trade, CPI, Industrial Production, Retail
Sales (Dec - due sometime 25-31 Dec)

Wed: - Nil -

Thu:- Nil -

Fri: - Nil -



FX Asia Fortnightly @ Maybank

DISCLAIMER

This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or
a solicitation of an offer to buy the securities or financial instruments referred to herein, or an offer or solicitation to any
person to enter into any transaction or adopt any investment strategy. Investors should note that income from such securities or
financial instruments, if any, may fluctuate and that each security’s or financial instrument’s price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance. This report is not intended to provide personal investment advice and does not take into account the specific
investment objectives, the financial situation and the particular needs of persons who may receive or read this report.
Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities
and/or financial instruments or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been
independently verified by Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and
consequently no representation is made as to the accuracy or completeness of this report by Maybank and it should not be
relied upon as such. Accordingly, no liability can be accepted for any direct, indirect or consequential losses or damages that
may arise from the use or reliance of this report. Maybank and its officers, directors, associates, connected parties and/or
employees may from time to time have positions or be materially interested in the securities and/or financial instruments
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such
securities and/or financial instruments and may also perform or seek to perform investment banking, advisory and other
services for or relating to those companies whose securities are mentioned in this report. Any information or opinions or
recommendations contained herein are subject to change at any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as
“anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an
event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain
risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking
statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or
circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied
or distributed to any other party in whole or in part in any form or manner without the prior express written consent of
Maybank. Maybank accepts no liability whatsoever for the actions of third parties in this respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.
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