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Turkey’s Woes

Turkey gave back all the gains of the last few months, after
President Erdogan sacked the Central Bank Chief, the market slid
further following the removal of the Deputy Governor Mural
Cetinkaya. This caused the spot market to rally back to 8.50, a level
last seen in September 2020, vols blew up with 1-month, 3-month,
and 6-month ATM at 40.49%, 33.01%, and 30.08% respectively, up
from 17.09%, 17.635%, and 18.16% on Friday 19" respectively.
Investors fleeing Turkey have caused rates to rally, overnight
borrowing rates rallied 1.400% according to Bloomberg. Local
regulations limit how much banks can lend via swaps, which is
helping the lira hold below 8 at this time. We continue to expect
flows out of the lira to continue, and when the central bank cuts
rates, this will also weaken the lira. The rate hike last week was
above expectations, the lira was on a path of correction as foreign
investors had faith in the long-term monetary policy. The longer term
target was lower inflation, Naci Agbal increased rates by a
cumulative 875bps in his 4 months at the helm, he improved
transparency by publishing FX swaps, returned to using a 1-week
repo as the sole source of CBT funding for banks, and simplified
frameworks for reserve requirements and remuneration.

Turkey’s performance is poor due to the recent Central Bank announcements.

Brent July19 23.9644 =
WTI 24.5116
Argentinian Peso  -8.4034
South Africa -0.4217
Ruble -1.6284
Indian Rupee -0.0658
Chinese Renminbi -0.8453
Brazilian Real  -8.9351
Turkish Lira -10.2318
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Source: Bloomberg

The new governor Sahap Kavciouglu has previously shown a
preference for lower interest rates, in his first statement as governor,
he indicated that the Central Bank “will continue to use the monetary
policy tools effectively in line with its main objective of achieving a
permanent fall in inflation”. The decline in inflation will enhance
economic stability, however the new path of the Central Bank is
unknown but there is sentiment that we will see rates decline once
again. This would cause further headwinds to the lira. The Central
Bank will likely rebuild their FX reserves in the coming years, after
using these funds to boost short term liquidity. Inflation has refused
to roll over, and came in at 15.6% in February, we expect inflation to
remain high due to higher oil prices, lower rates and a weak
currency. Yields have started to weaken in recent days, the 10yr
yield stands at 13.1%. Turkey’s USD CDS 5yr has risen sharply
following the announcement, as of March 24" the CDS stood at
$462.8, up from $306 on March 19", Yield curves are flattening,
and we expect that to remain the case. We expect the lira to remain
weak in the near term, especially with the USD looking stronger than
much of the market anticipated and its role as a haven currency
being brought back to the forefront.
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Europe and the Vaccine

Europe’s vaccination roll-out has been poor, with 60.9m doses
administrated as of March 25th. According to data as of January
1st, 2020, this is 13.4% of the total population. Vaccination rates in
the UK and US are much higher, with the doses administered per
100 at 45.21 and 38.34 as of March 23". In absolute terms, doses
administered are considerably higher in the US at 123.2m vs
30.69m in the UK. The row over vaccines on the continent
continues as European Union looks to limit exports of the vaccine to
countries who have administered more vaccines such as the UK.
The latest development is that the UK and EU are working together
to create a ‘win — win’ situation. We expect exports to be limited to
the UK as the EU attempt to catch up, but the issue has arisen from
their nervousness around the AstraZeneca vaccine. Reports have
suggested that 29m does of the AstraZeneca vaccine have been
found in ltaly, however according to AstraZeneca outlines that the
vaccines were waiting quality control, and then 13m will be released
the Covax scheme, the remaining 16m were due to be dispatched
to EU countries. The relationship remains fractious, but we expect
deliveries to the EU to improve.

This will continue to weigh on the Euro as the economic outlook
and confidence in their roll-out plan wanes. Indeed, it appears there
is a third wave on the continent which will further damage investor
and consumer confidence in the market. The correlation between
the euro and vaccination rates in the Europe Union is at -0.86 as of
March 26™. This is statistically significant, and the inverse
correlation has been rising for some weeks. Risk appetite for the
Euro has been weaker, the economy has entered a double dip
recession, we expect this to weigh on the euro, especially with the
weaker vaccine policy.

Euro has failed to perform in recent months.

British Pound
Global Vaccinations [RHS]
U.S. Vaccination [RHS]

Euro
Dollar
Europe Vaccination [RHS]
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Euro Desk
Comments

Euro has spent March on the back foot as risks continue to remain
to the downside. However, it was not all bad for the Eurozone last
month as we had some stellar PMI data, the highest reading since
the start of publication. There was also a jump in sentiment and
more upbeat economic data in the months ahead could create some
choppiness, we believe any rallies higher in the pair will provide a
good opportunity to sell euro as our bias remains negative.

We believe the Euro will continue to be used as a funding currency
as ECB remains Dovish after significantly stepping up asset
purchases under the PEPP programme from next quarter in a push
back against rising yields; helping to further widen rate divergence
vs other majors. This coupled with fresh lockdown measures, slow
vaccine rollout and confrontations with Britain over vaccines could
all weigh on the euro further over the next few months.
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The recent risk-off sentiment has provided additional support to the
USD against high beta currencies, but we believe this is only likely
to be temporary. The loose monetary policy in place coupled with
the large US fiscal stimulus package will give global economic
growth a boost. Add into the mix, the general reflationary
environment and it is hard not to see high yielding, EM and
commodities-based currencies appreciating against the USD over
the next few months.

Whilst FED is dovish, they are not the only ones with many other
Central Banks taking a similar stance on keeping an accommodative
monetary policy. Against fellow low yielders, USD should be one of
the better performers amid the success of US's vaccine programme
and their large stimulus package. Hence, we expect the US should
see their growth pickup and economy reopen fully sooner compared
to other G10 countries.

As we mentioned last month, we expect US growth to have picked
up by Q4 to the point where the FED will not be able to shy away
from discussing policy normalisation; that could catalyse the start of
a new longer-term USD appreciation against most currencies.

EURIBOR has softened in recent weeks, despite refinancing rate holding
steady.

USD LIBOR 3-Month
EURIBOR 3-Month
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ECB Refinancing Rate

2.5 4 by |
|

AL
151 &
—
£1
0.5 A
w

-0.5

1
Aug Dec Apr Aug Dec Apr Aug Dec Apr Aug Dec
17 17 18 18 18 19 19 19 20 20 20

Source: Bloomberg

USD Desk
Comments

The first half of March saw the continuation of the move from the
start of the year with US yields rising despite Powel and the Fed
maintaining their stance on interest rate expectations. Movement in
yields have been at the forefront of most market participant’s minds
and as a result changes in currency movements this year have been
highly correlated with yield rate differentials; in contrast to the moves
in 2020. However, over the past fortnight, this correlation has
changed somewhat as risk-off sentiment has crept in amid fresh
lockdowns in Europe and other regions, potential vaccine wars and
the sacking of another central bank governor in Turkey have all
contributed. The market is realising that Re-opening economies and
industries are not going to be as easy as they thought.

US yield curve continues to steepen, and the dollar strengthens.
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GBP Desk
Comments

Over the last month, GBP has remained steady against a basket of
currencies and has made a healthy correction against USD after
overshooting in February. Britain has also had a very successful
vaccination drive which has provided good support for the UK as
optimism over future growth increases. We expect foreign
investment to pick up as UK emerges from lockdowns and further
support the UK economy's bounce back from the pandemic.

Variables that could jeopardise this positive GBP narrative is if
relations with Europe deteriorate further amid vaccines and post
Brexit policy discussions. Furthermore, fresh lockdowns in Europe
could also spill over and have some economic impact on Britain.
However, on balance conditions are favourable for the UK and we
still maintain our view of a rise to the 1.50 area in cable by end of
the year. Current retracement in GBPUSD could see a pullback to
the 1.35/136 region first as USD remains strong in the short term
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and would represent a good buying opportunity in the cross. Against
the Euro, we would expect EURGBP to continue lower and test the
0.83 support levels and moving closer to 0.76 area by end of the
year.

All positioning remains below the long-term median.
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Gold

Gold continued to struggle in March as the dollar firmed as the U.S
10-year yield rallied, the curve continues to steepen following the
announcement by the Fed that they will keep interest rates low in
the long run, allowing the economy to overheat. Inflation is unlikely
to appear in the near term, and if it does appear it will only be in the
U.S. Cost push inflation could be likely as result of the rally in raw
materials, but consumers remain cautious and the savings rate is
still high. All known ETF holdings have fallen 6.37% since the start
of the year, we expect this trend to continue the near term as
appetite for gold continues to fade. The gold managed money net
position has declined 152,000 in January 2021 to 56,010 as of
March 23", this in conjunction with ETF holdings declining suggests
weaker appetite for gold. As vaccination rates improve in the
majority of countries, the macro economic outlook will improve
which could weigh on gold. There remains considerable uncertainty
in the global economy, but in the next month we could see gold
consolidate, the dollar has pulled back from the recent high as has
the 10yr yields, and stocks which could aid gold.

Silver

Silver edged lower in March as investors favoured other assets and
the dollar strengthened. The bull case for silver remains strong, the
improving vaccination rates will aid the economic backdrop,
however the industrial demand outlook for silver is likely to support
the metal in medium to long run. This is due to the ‘Build Back
Better’ scenario which is being adopted by global governments to
increase renewable energy production and transition to a net zero
global economy. The catalyst may be President Biden’s green
stimulus bill which will aim to decarbonise the U.S. economy, solar
energy will be a key focus for the plan. Silver ETFs have retreated
back to 912m ounces, down from 1.016bn ounces in January. This

Sucden Financial —FX Monthly Report

outlines weaker appetite for silver from investors in recent weeks,
this trend is confirmed by the decline on the managed money net
position which has declined from 47,633 contracts in January to
21,236 contracts as of March 30™.
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Technical Charts
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After making a new recent high of 1.4235, GBPUSD has retraced back towards Trendline. On the upside we expect the market to test
recent high and resistance @ 1.43 (50% fib of the move from 03/16 t003/20) and at 1.4382 (High from April 2018). A break of these level will
lead to next leg higher towards 61.8% fib / 1.50 psychological level. This view remains intact while downside support @ 1.35 holds. A
sustained close below 1.35 would lead to a larger pull back to 1.32.

m""“ﬁ,

| 1 e _—
- u‘ \«L ‘WI‘N r%‘m‘nﬂ#i\‘d f 1'1 \ [ B

r
' L L P gy A
| i i g f it i
v‘ l I “ﬁﬂﬁiﬁp ,,,,, ‘“‘“!Fﬁk#{ ‘qr'h iy ﬁdhggqﬂ'lnﬁ “i’k)k’“ihj —
u oo T
/—// { M EURUSD Curncy.- Last Price 11876 -0.993 ] 1.0000
2011 2012 2013 2014 2015 2016 2017 2018 2019 ’ 2020 ‘ 2021

EURUSD Curncy (EUR-USD X-RATE) EURUSD FX Monthly Weekly 28FEB2011-08APR2021

Copyright@ 2021 Bloomberg Finance L.P.

08-Apr-2021 10:06:36

Euro broke below support @ 1.1950 and the 200day AVG in March and now looks poised to test support around 1.1600. If support holds,
we expect market to consolidate between 1.20 and 1.16. A sustained close below 1.16 could open the doors to a deeper correction to 1.15
and then 1.13.



Stay on top of change

Sucden Financial Research Services

Our research team, together with the firm’s experienced trading
professionals produce commentary and analysis covering a broad
range of markets. The reports are categorised into complimentary
non-independent research and chargeable investment research.

Complimentary Non-Independent Research

We offer an extensive range of free reports to assist with market
knowledge, offering price forecasts, data and in-depth market
analysis. Our current range is detailed below with the key
information you will find within them.

Daily Base Metals Report

» Commentary on LME aluminium, copper, lead, nickel, tin and zinc

« Summary of the day’s trading activity on the LME sent following
the close

» Overview of major macro-economic trends for that day

* Includes energy and precious metals commentary

* Price data in table format

Quarterly Metals Report

» Expert views and price forecasts for base, precious and ferrous

metals

Metals market analysis

In-depth macroeconomic outlooks for the global economy

— Central Bank activity, analysis of manufacturing PMls,
geo-political changes

Directional price view and range forecast

Detailed forecasts available on request

Soft Commodity Technical Charts

» Technical analysis comments and charts for sugar, cocoa and
coffee contracts for both New York and London

* Produced three times a week

» Outline of key support and resistance levels

» Views on future potential price moves

Daily FX Report

» Concise morning update covering fundamentals and technicals
for USD, EUR, GBP, JPY and CHF

» Overview of previous day’s trading

« Highlights key upcoming events

» Key intraday support and resistance levels

FX Options Weekly

» Expert commentary and analysis of OTC currency option pricing,
volatility and positioning

» Weekly positioning analysis for USDBRL and USDCNH —
commodity and metals focus

* Option trade ideas

« Directional views and evaluations of FX pairs — commodity focus

Market Insights

» Dynamic ad-hoc insights in response to market events and trends

» Provides clarity and trading ideas in uncertain times

* We welcome requests for topics from clients, trading and client
teams.

—COVID-19

— Battery Materials

— Renewable energy transition
— Macroeconomics

Chargeable Investment Research

Our premium service focuses more on the trading and investment
side of the business. The subscription model allows you access to
our library of reports, at an annual subscription of $4,000 for up to
20 users. The service provides you with direct access to the
research team to schedule regular updates, including production of
bespoke research, access to data and price forecasts for your
particular interest.

The True Cost of Electric Vehicles — U.S., China, Japan
and Europe

A suite of reports looking at how the global automobile market is
changing, and as vehicle manufacturers look to transition to a more
environmental fleet of autos we have outlined how prepared the
energy markets in the U.S., China, Japan, and Europe are to aid
this transition. Electric vehicles go a long way reduce GHG
emissions in the auto market, we are not disputing this, and when
you factor in the lifecycle of batteries EVs are a lot greener.
However, these reports assess the energy mix in these specific
regions and outlines what governments are doing to promote
renewable energy and transition away from fossil fuels. Using the
energy mix we provide emission analysis for different EVs compared
to ICE vehicles in that country.

Coffee Investment Research

This report drills down into the detail of the coffee market and is
produced three times a year, we also produce shorter more concise
updates. We undertake a macroeconomic assessment of major
consuming and producing regions before analysing the recent
earnings reports from Starbucks, Nestle, Luckin Coffee, Dunkin
Donuts, and Costa. This helps us highlight new sales and marketing
techniques and any consumption changes, which has been
particularly popular during COVID-19. The largest chunk of this
report is where we assess the Supply and Demand outlook using
our primary data for the coffee market and where we apply our
fundamental models. We showcase our crop forecasts and highlight
any changes before providing prices forecasts and trading
strategies with futures and options.

Bespoke Analysis

We can accept specific client requests for bespoke research on a
range of interesting topics and we welcome the challenge to provide
intelligent analysis and our expert opinion on forecasts, backed up
with data and historical referencing.

Direct access to the Research Team

Whether you wish to schedule a daily, weekly, monthly or yearly call
to discuss a particular market issue, talk trends or gain access to
data, we are able to offer a direct line and a dedicated team
member for an in-depth discussion.

Contact our team for further information.

Tel: +44 20 3207 5294
Email: research@sucfin.com
www.sucdenfinancial.com
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Disclaimer

This is a marketing communication. The information in this report is
provided solely for informational purposes and should not be
regarded as a recommendation to buy, sell or otherwise deal in any
particular investment. Please be aware that, where any views have
been expressed in this report, the author of this report may have had
many, varied views over the past 12 months, including contrary
views.

A large number of views are being generated at all times and these
may change quickly. Any valuations or underlying assumptions
made are solely based upon the author’'s market knowledge and
experience.

Please contact the author should you require a copy of any previous
reports for comparative purposes. Furthermore, the information in
this report has not been prepared in accordance with legal
requirements designed to promote the independence of investment
research. All information in this report is obtained from sources
believed to be reliable and we make no representation as to its
completeness or accuracy.

This report is not subject to any prohibition on dealing ahead of the
dissemination of investment research. Accordingly, the information
may have been acted upon by us for our own purposes and has not
been procured for the exclusive benefit of customers. Sucden
Financial believes that the information contained within this report is
already in the public domain. Private customers should not invest in
these products unless they are satisfied that the products are
suitable for them and they have sought professional advice.

Please read our

Sucden Financial —FX Monthly Report
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