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Jun 14, 2019

FX Weekly
FoMC Guidance Matters

The Week Ahead
Dollar Index - Upside Risk. Support at 96.50; Resistance at 98.30

USD/SGD - Buy Dips. Support at 1.3610; Resistance at 1.3770
USD/MYR - Supported. Support at 4.1500; Resistance at 4.1900

AUD/SGD - Softer. Support at 0.9240; Resistance at 0.9510

SGD/MYR - Range-Bound. Support at 3.0400; Resistance at 3.0580

Cautious of Markets Getting Ahead of Itself

Key focus on FOMC rate decision, forward guidance and Powell’s
press conference next Thu (2am SG/ KL time). While markets may
not be expecting a cut at the upcoming meeting (only 30% chance
of a cut implied via Fed fund futures), the odds for a cut at the
31°t Jul FOMC is way higher at nearly 90%. For the remaining of
2019, markets appear to have priced in 65bps cut. Softer than
expected US data and dovish Fed speaks from Powell, Clarida and
Bullard may suggest that the Fed could potentially signal a shift
in its guidance on rate outlook but we are cautious of markets’
aggressive expectation for Fed to cut. Dots plot forward guidance
matters in our opinion. Sharp unwinding of excessive UST longs
could take place should Fed’s guidance reiterates patience.
Unwinding of FX and bond positions could lead to a sharp rebound
in UST yield and USD. If Fed is interpreted to be less dovish than
market expectations, alongside softer US, global activity/survey
data and geopolitical tensions (over lIran), then risk sentiment
could further be dampened and safe haven FX proxy plays
including JPY, CHF,USD and gold could be better bid. USD vs. SGD
and MYR should remain better bid on dips.

Super Thursday: Fed; BoJ; BoE; Bl and BSP Meetings

We expect BoJ, BoE and BSP to keep monetary policy status quo
at their respective MPC meetings next Thu. For Bl, our house view
looks for 50bps cut to bring policy rate down to 5.5% for the
whole of 2019. We see chance of the first 25bps cut at the
upcoming meeting to support domestic economic growth amid
low inflation. External environment of dovish tilt from DM central
banks including RBA, ECB and possibly Fed amid downside risks to
global economic outlook (due to trade tensions between US and
China) remains one of the contributing factor.

Prelim PMIs; ZEW Survey; SG NODX in Focus Next Week

Key data next week include US empire manufacturing, NAHB
housing market index; NZ services PMI; SG NODX; PH overseas
remittances; EU labor cost on Mon. For Tue, US housing starts,
building permits; EU CPI; German PPl, ZEW survey; RBA minutes;
NZ GDT dairy auction, consumer confidence; China new home
prices. For Wed, EU construction output, current account; NZ
current account; UK CPI, PPI, RPI; JP trade. For Thu, US current
account, Philly Fed business outlook; EU consumer confidence;
RBA’s Lowe speaks; NZ GDP. For Fri, US existing home sales; JP
CPI and preliminary PMIs from US, EU, Germany, JP, AU.
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Our in-house model implies that SSNEER is
trading around 1.44 % above the implied
midpoint of 1.3870, suggesting that it is on the
stronger side vs. other trading partner
currencies.

SEE PAGE 8 FOR IMPORTANT DISCLOSURES.
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Currency

Direction

Support/Resistance

Maybank

Key Data and Events This Week

Dollar
Index

EURUSD

AUDUSD

NZDUSD

GBPUSD

USDJPY

USDCNH

USDSGD

USDMYR

USDPHP

USDIDR

S: 96.40; R: 98.30

S: 1.1220; R: 1.1460

S: 0.6820; R: 0.6950

S: 0.6480; R: 0.6590

S: 1.2440; R: 1.2760

S: 107.50; R: 109.00

S: 6.9100; R: 6.9800

S: 1.3610; R: 1.3770

S: 4.1500; R: 4.1900

S: 51.70; R: 52.40

S: 14,220; R: 14,420

Sources: Bloomberg, Maybank FX Research & Strategy
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Mon: Empire Mfg, NAHB Housing Market Index (Jun);

Tue: Housing starts, Building permits (May);

Wed: - Nil -

Thu: FOMC; Fed Chair Powell speaks; Philly Fed Business outlook (Jun);
Current account (1Q);

Fri: Existing home sales (May); Prelim PMI (Jun);Fed’s Daly, Harker speak

Mon: Labor cost (1Q);

Tue: CPI, German PPI (May); Trade (Apr); ZEW Survey Expectations (Jun);
Wed: Current account, Construction output (Apr);

Thu: Consumer confidence (Jun); ECB’s Enria speaks;

Fri: Prelim PMI (Jun); ECB’s Nowotny speaks;

Mon: - Nil -

Tues: RBA’s Kearns speaks; RBA Minutes; House Prices (1Q);
Wed: Westpac Leading Index (May);

Thu: RBA Governor Lowe speaks;

Fri: Prelim PMI (Jun)

Mon: Services PMI (May);

Tue: Westpac Consumer Confidence (2Q); GDT Dairy Auction;
Wed: Finance Minister speaks; Current account (1Q);

Thu: GDP (1Q)

Fri: - Nil -

Mon: Rightmove house prices (Jun);
Tue: BoE’s Carney speaks; Conservative party leadership ballot - Tue - Thu;
Wed: CPI, PPI, RPI (May);
Thu: BoE Meeting; Retail sales (May); BoE’s Carney speaks;
Fri: Public Finances (May)

Mon: - Nil -

Tue: - Nil -

Wed: Trade (May); BoJ’s Eto speaks;

Thu: BoJ Meeting; All Industry Activity (Apr);
Fri: CPI (May); Prelim Mfg PMI (Jun)

Mon: - Nil -

Tue: New Home Prices (May)
Wed: - Nil -

Thu: - Nil -

Fri: - Nil -

Mon: NODX (May)
Tue: - Nil -

Wed: - Nil -
Thu: - Nil -

Fri: - Nil -

Mon: - Nil -
Tue: - Nil -
Wed: - Nil -
Thu: - Nil -
Fri: FX Reserves (Jun)

Mon: Overseas Remittances (Apr);
Tue: - Nil -

Wed: BoP (May);

Thu: BSP Meeting

Fri: - Nil -

Mon: - Nil -
Tue: - Nil -
Wed: - Nil -
Thu: Bl Meeting
Fri: - Nil -
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Selected G7 FX View

Currency

Stories of the Week

DXY Index FoMC Guidance Matters. Our call in the last FX Tech Flash (see here) cautioning for a sympathetic

EUR/USD

GBP/USD

Jun 14, 2019

near term rebound for the USD played out well this week as DXY partially retraced some of its post-
NFP decline to trade above 97-levels.

Key focus on FoMC rate decision, forward guidance and Powell’s press conference next Thu (2am SG/
KL time). While markets may not be expecting a cut at the upcoming meeting (only 30% chance of a
cut implied via Fed fund futures), the odds for a cut at the 31° Jul FOMC is way higher at nearly 90%
and nearly at 100% at the Sep FOMC meeting. For the remaining of 2019, markets appear to have
priced in 65bps cut. Softer than expected data - NFP, wage growth, ISM Mfg, ADP employment and a
series of dovish Fed speaks from voting members Powell, Clarida and Bullard may suggest that the Fed
could potentially signal a shift in its guidance on rate outlook but we are cautious of markets’
aggressive expectation for Fed (in terms of magnitude and the swift turn-around from its rate cycle).
Some analysts are even looking for 50bps cut in a single FOMC meeting. Dots plot forward guidance
matters in our opinion. Sharp unwinding of excessive UST longs could take place should Fed’s guidance
reiterates patience. Unwinding of FX and bond positions could lead to a sharp rebound in UST yield
and USD. Market disappointment with Fed (if Fed is interpreted to be less dovish than market
expectations) alongside softer US data, geopolitical tensions (over Iran) could further dampen risk
sentiment (equity negative) and support safe haven FX proxy plays including JPY, CHF,USD and gold.

DXY was last seen at 97 levels. Bearish momentum on daily chart is waning while stochastics is showing
signs of turning oversold conditions. We continue to caution for some risks of rebound in the near
term. Resistance at 97 (100 DMA, 38.2% fibo retracement of 2019 low to high), 97.40 (21, 50 DMAs).
Key support at 96.6 (200 DMA), 96.30 (61.8% fibo) before 95.88 (76.4% fibo).

Focus next week on Empire Mfg, NAHB Housing Market Index (Jun) on Mon; Housing starts, Building
permits (May) on Tue; FOMC meeting; Fed Chair Powell speaks; Philly Fed Business outlook (Jun);
Current account (1Q) on Thu; Existing home sales (May); Prelim PMI (Jun); Fed’s Daly, Harker speak
on Fri.

Near Term Downside Risks but Pullback Likely to Find Support. Gains in EUR, following the break
out of its falling wedge (bullish reversal) found resistance at 1.1340 as the pair partially retraced prior
week’s gains on comments from ECB official and IMF.

ECB’s Villeroy said that the central bank will keep its accommodative policy as long as needed to
accomplish price stability and if the economy worsens, the central bank can still do more. IMF said
that the Euro-area central forecast is “precarious”, citing trade tensions, brexit risks and lack of
structural reforms in some countries. In particular, IMF Chief Lagarde said that growth has slowed and
inflation is low and this requires policy coordination. There is risk that Eurozone can slip into
prolonged period of low growth, low inflation. She added that fiscal rules in the Euro-area should be
simplified and anchored to debt; budget should include stabilisation function, convergence and
competitiveness is not enough. New EU commission should come up with incentives for countries to
pursue structural reforms.

EUR was last seen at 1.1280 levels. Bullish momentum on daily chart shows signs of waning while
stochastics is showing signs of turning from overbought conditions. We continue to caution for some
downside risks in the near term but pullback should find support (bullish momentum on weekly chart
intact still). Support at 1.1270/80 (100 DMA, 38.2% fibo), 1.1220 (21, 50 DMA, 23.6% fibo). Area of
resistance at 1.1340 (50% fibo retracement of 2019 high to low) - 1.1360 (200 DMA). This needs to be
decisively broken before EUR bulls can extend its break-out run towards 1.1390 (61.8% fibo), 1.1460
(76.4% fibo).

Focus next week on Labor cost (1Q) on Mon; EU CPI, German PPl (May); Trade (Apr); ZEW Survey
Expectations (Jun) on Tue; Current account, Construction output (Apr) on Wed; Consumer confidence
(Jun); ECB’s Enria speaks on Thu; Prelim PMI (Jun); ECB’s Nowotny speaks on Fri.

Expect Whippy Trades as Voting Process Swings Into Final Stages. After the first round of voting (13
Jun), Boris Johnson took the lead (with 114 votes) as expected, ahead of Jeremy Hunt (with 43 votes)
and Michael Gove (37 votes). The voting process will resume again next Tue to Thu until the list of


https://factsetpdf.maybank-ke.com/PDF/141099_MACRO__be68878e7c62457bb7c7711a20440ebe.pdf?
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USD/JPY

AUD/USD

NZD/USD
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candidates (now 7 from 10 initially) is narrowed down to 2 candidates. Brexiters Andrea Leadsom and
Esther McVey have been knocked out.

A rule change sees the need for candidates to win votes of at least 32 colleagues in the 2™ ballot to
proceed. Final 2 candidates (chance of Boris Johnson facing off Jeremy Hunt) will then hold the first
husting and be put to a vote on 22 Jun by 160k Conservative Members. The winner will then be
announced in the week starting 22 Jul.

GBP was last seen at 1.2665 levels. Bullish momentum on daily chart remains intact but shows
tentative signs of waning while stochastics is showing signs of turning from overbought levels. Risks
skewed to the downside. Immediate support at 1.2660 if broken could see a move lower towards
1.2560, 1.2440. Immediate resistance at 1.2680 (21 DMA), 1.2760 levels. Remain cautious of whippy
trades amid voting process.

Focus next week on Rightmove house prices (Jun) on Mon; BoE’s Carney speaks on Tue; Conservative
party leadership ballot to narrow down candidate list from Tue to Thu; CPI, PPI, RPI (May) on Wed;
BoE Meeting; Retail sales (May); BoE’s Carney speaks on Thu; Public Finances (May) on Fri.

Mixed Technical Signals. Move higher in USDJPY stalled at 108.80 levels (Tue) before turning lower
into end of week. Fragile risk environment (softer equities, lower bond yields) due to fears of re-
escalation in geopolitical tensions (over Iran) as US blamed Iran for attacks on oil tankers in the Gulf
of Oman and offered video evidence of Iran ship of removing unexploded mine from Kokuka ship drag
USDJPY lower. Pair was last seen at 108.25 levels. Rising wedge (bearish reversal) as cautioned is
cancelling the bullish divergence (on MACD). Support at 107.90, 107.50 levels. Immediate resistance
at 108.70 (76.4% fibo retracement of post-2019 flash crash low to high). Technical signals are mixed
ahead of FoMC. Trade range could widen to 107.50 - 109 next week.

Focus next week on Trade (May) on Wed; BoJ’s Eto speaks on Wed; BoJ Meeting; All Industry Activity
(Apr) on Thu; CPI (May); Prelim Mfg PMI (Jun) on Fri.

Downside Risks. Our call (in last FX Weekly) for AUD to trade lower materialised this week as AUD
traded one-way down south amid risk off sentiment. Pair was last seen at 0.6895 levels. Bullish
momentum on daily chart has faded while stochastics is falling towards near oversold conditions.
Risks remain skewed to the downside. Next support at 0.6860 (May low), 0.6820 levels. Resistance at
0.6930 (21 DMA), 0.6950 levels.

Focus next week on RBA’s Kearns speaks; RBA Minutes; House Prices (1Q) on Tue; Westpac Leading
Index (May) on Wed; RBA Governor Lowe speaks on Thu; Prelim PMI (Jun) on Fri.

Turning Bearish. NZD traded lower this week; in line with our expectations for NZD to trade lower.
Softer mfg PMI, net migration and soggy market sentiment dragged on NZD. Pair was last seen at
0.6540 levels. Bullish momentum on daily chart is waning while stochastics is falling from near-
overbought conditions. Downside pressure towards 0.65, 0.6480 not ruled out. Immediate resistance
at 0.6590, 0.6610 (50 DMA) levels.

Focus next week on Services PMI (May) on Mon; Westpac Consumer Confidence (2Q); GDT Dairy
Auction on Tue; Finance Minister speaks; Current account (1Q) on Wed; GDP (1Q) on Thu.
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Technical View: MYR Crosses

MYR Crosses Direction  Support/Resistance Stories of the Week

Range-Bound. SGDMYR consolidated this week after easing from its
3.06-highs last week. Cross was last seen at 3.0480 levels. Daily
momentum and stochastics are not showing a clear bias for now.

SGD/MYR $:3.0400; R:3.0580 Support at 3.0440 (21, 50 DMAs) before 3.04 (upward sloping trend-
line support). Resistance at 3.06, 3.0640 (double-top). Look for
3.04 - 3.0580 range next week.

Eyeing Triple Bottom Again. AUDMYR slipped this week amid
AUD underperformance. Our caution for near term downside
pressure materialised. Cross was last seen at 2.8770 levels. Daily
momentum turned bearish while stochastics is falling into near
oversold conditions. Near term downside pressure remains.
Support at 2.8650 (triple bottom). Resistance at 2.8950 (21 DMA),
2.91 (50, 100 DMAs).

AUD/MYR S: 2.8600 R:2.9100

Retracement Risk. EURMYR retraced early week’s gains into the
close. Last seen at 4.6980 levels. Daily momentum is not showing
a clear bias but stochastics is near overbought conditions. We

EUR/MYR S: 4.6600; R:4.7200 continue to caution for the risk of pullback lower. Support at
4.6850 (23.6% fibo retracement of Apr low to Jun high), 4.6630
(50 DMA, 38.2% fibo). Resistance at 4.70, 4.72 levels.

Mixed Signals. GBPMYR was last seen at 5.2830 levels. Bearish
momentum on daily chart shows signs of fading while stochastics is
in oversold conditions - signs of rebound could come but technical

GBP/MYR S: 5.2690; R: 5.3000 signals are mixed as 50 DMA cuts 100, 200 DMAs to the downside -
bearish signal. Support at 5.2770, 5.2690. Resistance at 5.30 (21
DMA).

Upside Risk. JPYMYR was last seen at 3.8480 levels. Bearish

JPY/MYR S: 3.8320R: 3.8770 momentum on daily chart remains intact but stochastics shows
signs of turning around. Cross could trade reverse decline to trade
firmer. Resistance at 3.8550. 3.8770. Support at 3.8320 (21 DMA),
3.7770.

Jun 14, 2019
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Technical Chart Picks:

USDSGD Daily Chart - Golden Cross

100.05(1.3672)] USDSGD reversed early
week’s weakness to trade
higher in 1.3610 - 1.3680
E consolidative range. Last
“M 1 seen at 1.3675 levels.
L

F1.3850

T6.43(L3771)

W % | Bearish momentum on
| o) daily chart shows signs of
waning while stochastics

[ m t 50.0%(1.3658) is showing signs of turning
il S8 from oversold conditions.

/ BALH) 50 DMA looks on track to
J @ cut 200 DMA to the upside
- golden cross. Typically a
s34k | bullish signal.  Sustained
close above 1.3650/60
bz [ (50, 200 DMAs, 50% fibo
retracement of 2018 high
wheriun | to 2019 low) could see
further upside towards
MACD 05 1.3710/20 (21 DMA, 61.8%
fibo), 1.3770 levels.

Immediate support at
1.3650. 1.3610 (38.2%
fibo), 1.3590 (100 DMA).

USDMYR Daily Chart - Rebound Risk

wheaE, o | Our call  for  USDMYR
4 ﬁ&‘ pullback to find support
+ ! materialized. Decline failed
. HH . to push below 4.1540 as
m? ﬁ 7 - i I BB the pair drifted higher into
i y of 4 | the week’s close. Pair was
! u+? _. BRI e last seen at 4.1680 levels.
4 Y 41400 |
l *l!ﬁ-m# ! L fl_[flf,_- LY ks w0 WS Bearish  momentum  on
I I Pl . Loo_ - daily chart is fading while
200 DMA === "hif' > A= stochastics s showing
----- J.U /,/‘ / (100 DMA) raw [ signs of turning around

!*[I M‘F ﬁ — 7644085 from near-oversold
_T_‘%I-__#qa =<—""(50 DMA) s | conditions. Rebound risks

not ruled out. Resistance
¢T gt | at 4.1680 (23.6% fibo 2019
B low to high)) if broken
F002 could open way for
further upside towards
4.1760 (21 DMA), 4.1870.

Support seen at 4.1550,
: 4.1450/60 (50 DMA, 38.2%
G (o).
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AUDSGD Weekly Chart: Path of Least Resistance is Down

10004(1.0933) 11000 AUDSGD traded lower for
the week amid AUD
L0800 underperformance.  Cross
was last seen at 0.9440
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50,%(1,0057) not showing a clear bias for
e now while daily technical
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low). Resistance at 0.9510
(21 DMA), 0.9560 (50 DMA).
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SGDMYR Daily Chart: Range-Bound
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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 or 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
Group”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank Group
and it should not be relied upon as such. Maybank Group and any individual connected to the Maybank Group accept no
liability for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this report.
Maybank Group 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 entities whose
securities are mentioned in this report. Any information, estimate, 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 and analysis made and information currently available to us as of the date of
the publication 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 Group 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 sole use of Maybank Group’s clients and may not be altered in any way, published, circulated,
reproduced, 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 the Maybank Group. Maybank Group 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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