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Sovereign fiscal worries & exit strategies remain key.
Greek debt woes continue to weigh on market sentiment, 
especially for the Eurozone, as ratings agencies warn of 
ratings downgrade, possibly by a couple of notches 
should Greece fail to push through tough fiscal austerity 
measures. Greece has supposedly delayed its plans to 
issue between 3-5 billion euros of 10-year bonds amid 
domestic strikes and negative newsflow. Moody’s also 
warned that Japan’s Aa2 rating outlook may be at risk if 
DPJ government fails to push through fiscal reforms, with 
special eye on reform plan due in June. Meanwhile, initial 
fears surrounding the 25bp hike in the US discount rate 
have largely subsided as Fed chairman Bernanke reiter-
ated his view of a “nascent” recovery and pledged that 
interest rates will stay low. Recent US economic data dis-
appointments have helped ensure that the US Treasury’s 
record US$126b bond sales this week was relatively well 
absorbed, despite TIC data which showed that China had 
pared its Dec UST holdings by US$34.2b (4.3%) to 
US$755.4b, versus Japan’s US$768.8b.  At this juncture, 
market sentiment remains fickle between economic opti-
mism and caution that markets have been priced to per-
fection, and we expect this theme to extend near-term.    

Fundamental Highlights  

S’pore’s 2010 growth forecast upgraded to 4.5-6.5%.
S’pore government also upgraded 2010 GDP growth fore-
cast from 3-5% yoy to 4.5-6.5%, versus 2009’s 2.0% con-
traction, “largely reflects increased strength in the near term 
growth momentum”. However, MTI warned that “the outlook 
for the second half of the year remains uncertain”, espe-
cially “private final demand in the G3”, and “several down-
side risks remain, including sovereign debt risks (especially 
in Europe) and asset price inflation in Asia”. The 2010 CPI 
inflation forecast was cut from 2.5-3.5% to 2-3% and attrib-
uted to the rebasing of the CPI to 2009. The MAS’ underly-
ing inflation forecast remains at 1-2%. MAS said price de-
velopments are broadly consistent since October, and the 
current monetary policy stance remains appropriate. Given 
the benign inflation and external uncertainties, there ap-
pears to be no immediate impetus to tighten monetary pol-
icy at the April review. The $2.96b (1.1% of GDP) FY2010 
budget deficit should not impact SGS issuance. Hence, the 
$1.1b 15-year SGS bond re-opening saw a cut-off yield of 
3.31% (20bp tail) with a healthy 2.1x cover. SGS bonds 
should remain supported amid the current risk-off environ-
ment, conducive funding rates, and benign inflation. There 
is a new 7-year SGS issue on 1 April. MAS has proposed to 
revise the deposit insurance from $20k to $50k next year.   
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Japan overtakes China as top foreign UST owner 
in Dec 2009, fueling rumours of Chinese selling 

$1.1b 15-year SGS re-opening within expectations; 
SGS yield curve has steepened tracking UST   
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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. 
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NX00100T 01-Jul-10 4.63% 101.43 101.48 0.27% 0.12% 
N506100E 01-Feb-11 3.13% 102.42 102.47 0.47% 0.42% 
NX01100H 01-Jul-11 3.63% 104.13 104.18 0.50% 0.47% 
N507100A 01-Apr-12 2.63% 104.30 104.35 0.54% 0.52% 
NX02100S 01-Jul-12 3.50% 106.66 106.76 0.61% 0.57% 
N507101E 01-Oct-12 2.50% 104.69 104.79 0.66% 0.62% 
N508100V 01-Apr-13 1.63% 102.48 102.58 0.81% 0.78% 
NX03100Z 01-Jul-13 2.25% 104.38 104.48 0.91% 0.88% 
NX04100F 01-Jul-14 3.63% 110.20 110.30 1.20% 1.18% 
N509100N 01-Oct-14 1.38% 100.32 100.52 1.30% 1.26% 
N708100S 01-Jul-15 2.88% 106.05 106.15 1.68% 1.66% 
NY01100F 01-Sep-16 3.75% 109.79 109.99 2.13% 2.10% 
NY03100A 01-Sep-18 4.00% 110.78 110.98 2.58% 2.55% 
NX09100W 01-Jun-19 2.50% 98.48 98.68 2.69% 2.66% 
NY05100N 01-Sep-20 3.25% 102.84 103.14 2.93% 2.90% 
NY07100X 03-Sep-22 3.13% 99.85 100.15 3.14% 3.11% 
NY09100H 01-Sep-24 3.00% 96.59 96.89 3.30% 3.27% 
NZ07100S 01-Mar-27 3.50% 101.54 101.94 3.38% 3.35% 

 
 

 
SGS prices as at 26 February 2010 
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