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Fundamental Highlights

Global yield curve steepening bias may be caught be-

tween the US election risk and inflation concerns.
Despite a busy data and central bank meeting calendar for the
first week of November, market players remain sensitized to
event risks like the upcoming US presidential elections (amid
news of the FBI re-opening investigations into Clinton’s emails
which could erode her lead over Trump). Nevertheless, market
pricing for a December rate hike has largely solidified amid
robust economic data, albeit market is waiting for the October
nonfarm payrolls and unemployment rate. While the RBA kept
its policy rate unchanged at a record low 1.5% as anticipated,
he noted that “the economy is growing at a moderate rate” and
“over the next year, the economy is forecast to grow at close to
its potential rate, before gradually strengthening” and “inflation
is expected to pick up gradually over the next two years”.
Meanwhile, BOJ also kept its monetary policy settings un-
changed, but delayed its 2% inflation goal timing to the second
half of a period extending to March 2019 and reiterated that
“risks to both economic activity and prices are skewed to the
downside”. Separately, the GBP may remain under pressure
amid the lack of a clear Brexit negotiation gameplan. News that
BOE governor Carney will stay for an extra year till mid-2019
suggests policy stability. For now, watch if the global yield
curve steepening bias will extend from October to November.
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SGS Review and Outlook

MAS telegraphs a neutral policy stance for an extend-
ed period to ensure medium-term price stability.

The Singapore economy saw 3Q16 GDP growth braked
sharply to 0.6% yoy (-4.1% qoq saar), the biggest contraction
since 3Q12. Manufacturing was a drag at -17.4% qoq saar
(the largest drop since 3Q12), but the services sector shrank
for the third straight quarter by 1.9% qoq saar due to the
wholesale trade segment. Due to the 3Q GDP growth disap-
pointment and the downward revision of 1H GDP growth
estimates, we had revised our full-year GDP growth forecast
for 2016 to 1.3% yoy and 2017 to 1.5%, vis-a-vis the official
guidance for the lower end of the 1-2% range for 2016 and
only slightly higher for 2017. MAS kept monetary policy set-
tings unchanged, citing that the current policy band provides
some flexibility to accommodate the near-term weakness in
inflation and growth. MAS tips 2017 headline inflation to rise
from around -0.5% this year to 0.5-1.5% next year, and core
inflation to similarly creep higher from around 1% this year to
1-2% next year, predicated on global oil prices having
troughed in 2016, muted wage growth, and moderate price
increases for healthcare and education services, and higher
private road transport costs (amid carpark fee hikes, higher
petrol costs, and expected tapering of COE supply). We tip
3-month SIBOR and SOR at 0.9% and 0.7% respectively by
end-2016 and to rise modestly to 1.08% and 0.88% by mid-
2017. A lighter 2016 SGS bond auction calendar, comprising
of 6 re-opening (including a 10-year in March, 30-year in
June and 15-year in September) and only 1 new 5-year bond
issue, should go down well with market players.

5
Change
~:(1D-1M)
gl |
0+ u an

W6 2Y s 167 157 207 307
Tenor

OCBC Bank

For research enquiries, please emalil
Lingssselena@ocbc.com.sg

Group Treasury

Treasury Research & Strategy

Selena Ling (65) 6530 4887

Fixed Income Sales

Lee Siu Gim (65) 6349 1810
SGS Trading
Pan Tan (65) 6530 4723



mailto:Lingssselena@ocbc.com.sg

&) 0CBCBank

NOVember 2016 Your monthly gnide on trend and ontlook for Singapore government securities

SGS prices as at 31 October 2016

Issue Maturity Coupon Bid Price  Ask Price Bid Yield Ask Yield
(%) (%)
N710100Z2 2.38% Apr-17 100.65 100.69 0.79% 0.69%
N215100F 1.38% Oct-17 100.51 100.55 0.81% 0.77%
N513100T 0.50% Apr-18 99.49 99.53 0.86% 0.84%
NY03100A 4.00% Sep-18 105.67 105.71 0.87% 0.85%
NX09100W 2.50% Jun-19 103.77 103.87 1.02% 0.98%
N514100H 1.63% Oct-19 101.59 101.69 1.07% 1.03%
N515100S 2.00% Jul-20 103.09 103.19 1.14% 1.11%
NYO05100N 3.25% Sep-20 107.86 107.96 1.15% 1.12%
NX11100X 2.25% Jun-21 104.18 104.28 1.31% 1.28%
NY07100X 3.13% Sep-22 108.92 109.12 1.52% 1.49%
NX13100H 2.75% Jul-23 106.88 107.08 1.66% 1.62%
NY09100H 3.00% Sep-24 108.93 109.13 1.77% 1.75%
NX15100Z 2.38% Jun-25 104.19 104.39 1.84% 1.82%
NZ07100S 3.50% Mar-27 114.28 114.58 1.97% 1.94%
NY14100E 2.88% Jul-29 108.36 108.66 2.12% 2.09%
NZ10100F 2.88% Sep-30 108.23 108.53 2.18% 2.16%
NZ13100V 3.38% Sep-33 115.44 115.84 2.27% 2.24%
NZ16100X 2.25% Aug-36 99.53 99.93 2.28% 2.25%
NA12100N 2.75% Apr-42 109.51 110.11 2.26% 2.23%
NA16100H 2.75% Mar-46 110.15 110.75 2.27% 2.25%
Co.Reg.no. : 193200032V
Page 2 of 2

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.



