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Fundamental Highlights US Treasury bond curve steepening in Sep

ECB QE taper and FOMC rate hike speculation, amid

subdued global growth, spooked market in October. e T
While short-lived fears about a German bank-induced conta- e -
gion subsided, the prospects of impending removal of policy P e
accommodation by the ECB (amid speculation of a tapering of '
its QE program by EUR10b per month) and also the Fed (with
recent rhetoric suggesting that the November FOMC is “live”)
saw 4Q16 start on a somewhat mixed tone. While the IMF kept
its 2016 and 2017 global growth forecasts at 3.1% and 3.4%
respectively, but warned that a “fraying consensus about the = I

benefits of cross-border economic integration” with political
repercussions being likely to depress global growth further.

Whilst the IMF upgraded the growth prospects for the euro S -
area and Japan, it trimmed that for the US to 1.6% (previously | === s = ) o
2.2%) for 2016 and 2.2% (previously 2.5%) for 2017, and kept SGS bond yield curve shifted higher
China’S forecaSt Steady at 66% and 62% fOF 2016 and 2017 :Egggmgzgggémggmgﬂs:g}av;l‘wi\'m : B
respectively. China’s highly anticipated inclusion of the RMB in | 4

the IMF SDR basket on 1 Oct is unlikely to have any near-term
global portfolio rebalancing impact, but the coordinated proper- | s+
ty tightening measures suggest the policy tone has shifted from
supporting growth to curb overheating. With the upcoming | e o,
tight race for the US presidential elections on 8 Nov, the Italian e
constitutional referendum, and renewed Brexit concerns for the | o

UK economy, there may be sufficient risk bugbears in 4Q16.

SGS Review and Outlook . I I l

Economic green shoots, especially in manufacturing, R i e
mitigates 2H slowdown and MAS easing probability.

The manufacturing PMI improved 0.3 points to 50.1, above
the 50 handle for the first time since Junl5 as new orders, OCBC Bank
new export orders and production gauges rose to above the
50 handle into expansion zone for the first time since Jun15,
Janl5 and Mayl6 respectively. The electronics PMI also
clocked its second straight month in expansion territory to
edge up 0.1 point to 50.3 amid higher new orders, new ex-
port orders and factory output. The Nikkei Singapore PMI
also strengthened further from 52.3 in Aug to 52.9 in Sep, Group Treasury
the highest since Feb15 and marking the fifth straight month
in expansion territory amid stronger output (58.2 which is the
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highest since Nov15) and new orders (highest since Junl4). Treasury Research & Strategy
Bank loans growth also surged 1.1% mom (-1.6% yoy) to hit
a 9-month high of $603.85b in Aug. We tip 3Q16 GDP Selena Ling (65) 6530 4887

growth at +2.0% yoy (+0.8% qoq saar), and in turn our full-
year 2016 growth forecast at +1.9% yoy. Headline inflation

also eased to -0.3% yoy (+0.5% mom nsa) while core infla- Fixed Income Sales
tion was steady at +1.0% yoy in Aug. As such, MAS is likely
to keep its monetary policy settings unchanged at the up- Lee Siu Gim (65) 6349 1810

coming review given the still comfortable buffer for growth
and inflation trajectories out for the next six months. Crude oil
prices, in particular, hover closer to the US$50 handle rather SGS Trading
than the sub-$40 handle at the April review. The $2.2b 5-
year SGS bond auction fetched a 2.09x bid-cover ratio and a
cut-off yield of 1.32% with a tight 3bp tail. For the optional | ~@n Tan (65) 6530 4723
mini-auction, there is a 30-year SGS bond re-opening on 1
Nov, with size details on 20 Oct and auction on 27 Oct.
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SGS prices as at 4 October 2016

Issue Maturity Coupon Bid Price  Ask Price Bid Yield Ask Yield
(%) (%)
N710100Z2 2.38% 01-Apr-17 100.74 100.78 0.85% 0.76%
N215100F 1.38% 01-Oct-17 100.53 100.57 0.83% 0.79%
N513100T 0.50% 01-Apr-18 99.40 99.44 0.91% 0.88%
NY03100A 4.00% 01-Sep-18 105.81 105.85 0.91% 0.89%
NX09100W 2.50% 01-Jun-19 103.71 103.81 1.08% 1.04%
N514100H 1.63% 01-Oct-19 101.45 101.55 1.13% 1.10%
N515100S 2.00% 01-Jul-20 102.80 102.90 1.23% 1.20%
NYO05100N 3.25% 01-Sep-20 107.60 107.70 1.25% 1.22%
NX11100X 2.25% 01-Jun-21 104.03 104.13 1.35% 1.33%
N516100Z 1.25% 01-Oct-21 99.37 99.47 1.38% 1.36%
NY07100X 3.13% 01-Sep-22 108.93 109.13 1.54% 1.50%
NX13100H 2.75% 01-Jul-23 106.94 107.14 1.66% 1.63%
NY09100H 3.00% 01-Sep-24 109.00 109.20 1.77% 1.75%
NX15100Z 2.38% 01-Jun-25 104.45 104.65 1.82% 1.79%
NX16100F 2.13% 01-Jun-26 102.34 102.54 1.86% 1.84%
NZ07100S 3.50% 01-Mar-27 114.68 114.98 1.94% 1.91%
NY14100E 2.88% 01-Jul-29 109.19 109.49 2.05% 2.03%
NZ10100F 2.88% 01-Sep-30 108.88 109.18 2.13% 2.11%
NZ13100V 3.38% 01-Sep-33 116.42 116.82 2.21% 2.18%
NZ16100X 2.25% 01-Aug-36 100.29 100.69 2.23% 2.21%
NA12100N 2.75% 01-Apr-42 109.74 110.34 2.25% 2.22%
NA16100H 2.75% 01-Mar-46 110.40 111.00 2.26% 2.24%
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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 subscrip-
tion, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and eco-
nomic 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 whatso-
ever 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 and/or its related and affiliated corporations
may at any time make markets in the securities/instruments mentioned in this publication and together with their respective directors and
officers, may have or take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling
the same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-related ser-
vices for the corporations whose securities are mentioned in this publication as well as other parties generally.



