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Interest Rate Forecasts (Feb) 
Highlights 

1. When China sneezes, the world catches the flu? The coronavirus is now the 

predominant risk to the green shoots theme for 2020. The January rally has 

now at risk of giving way to a February stumble, with the S&P500 now 

underwater for the year-to-date and the de-risking contributing to a rally in 

the US Treasury bonds that has pushed the 10-year bond yield down to 1.50% 

(lowest since September 2019). Elsewhere in Asia, the re-opening of Chinese 

financial markets saw many stocks hitting their limit down on 3 February, the 

10-year government bond yield plunging 17bps to 2.8% and China cutting its 

7- and 14-day reverse repo rates by 10bps to 2.4% and 2.55% respectively.  

With the curtailment of travel, especially air travel, and more countries 

announcing border closures, the spillover effects from the coronavirus 

outbreak to disruptions to regional manufacturing and selected services 

(especially tourism and hospitality) will likely dent 1Q20 GDP growth.   

2. Risk-off appears to be the prevailing mood for now, notwithstanding the 

January manufacturing PMIs which may not have fully priced in the 

downside growth risks for 1Q20 GDP growth arising from the coronavirus. 

Note that for the Asian manufacturing PMIs, slippage was most stark for 

Malaysia (fallen back into contraction territory at 48.8 from 50.0 previously), 

South Korea (also slipped back to contraction at 49.8 from 50.1 previously), 

and Thailand (also declined back to contraction at 49.9 from 50.1 previously), 

whereas a softening was also apparent for Japan (Jibun: 48.8 versus 49.3), 

China (Caixin: 51.1 versus 51.5) and Vietnam (50.6 versus 50.8). Only 

Myanmar (52.7 versus 52.0), Philippines (52.1 versus 51.7), and Taiwan (51.8 

versus 50.8) actually defied the drag of the coronavirus outbreak.   

3. Global central banks have a challenging period ahead given we are currently 

dealing with the coronavirus outbreak which is an “unknown unknown” and 

the fear factor is still high. While the FOMC signals monetary policy is on hold, 

nevertheless, Fed chair Clarida has opined that the coronavirus poses a “wild 

card”. Elsewhere, BNM surprised market with a 25bp rate cut, while BOE 

preferred to stay its hand for now. With the escalating infections and death 

toll, it is a relatively safe bet to guess that Asian central banks will prefer to 

lean to the dovish side given potential downside growth risks that could 

persist beyond 1Q20. 
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USD Interest Rates 1Q20 2Q20 3Q20 4Q20 2021 2022 

Fed Funds Target Rate 1.5-1.75% 1.5-1.75% 1.5-1.75% 1.5-1.75% 1.5-1.75% 1.5-1.75% 

1-month LIBOR 1.66% 1.69% 1.72% 1.75% 1.80% 1.85% 

2-month LIBOR 1.73% 1.75% 1.76% 1.78% 1.85% 1.90% 

3-month LIBOR 1.75% 1.77% 1.78% 1.80% 1.90% 1.95% 

6-month LIBOR 1.75% 1.78% 1.82% 1.85% 1.93% 1.98% 

12-month LIBOR 1.81% 1.84% 1.87% 1.90% 1.98% 2.05% 

1-year swap rate 1.56% 1.56% 1.55% 1.55% 1.75% 2.05% 

2-year swap rate 1.40% 1.46% 1.51% 1.56% 1.80% 2.07% 

3-year swap rate 1.35% 1.42% 1.50% 1.58% 1.85% 2.08% 

5-year swap rate 1.34% 1.43% 1.51% 1.60% 1.90% 2.10% 

10-year swap rate 1.47% 1.55% 1.62% 1.70% 2.00% 2.22% 

15-year swap rate 1.59% 1.64% 1.70% 1.75% 2.05% 2.26% 

20-year swap rate 1.66% 1.70% 1.75% 1.80% 2.10% 2.30% 

30-year swap rate 1.69% 1.74% 1.80% 1.85% 2.15% 2.40% 

SGD Interest Rates 1Q20 2Q20 3Q20 4Q20 2021 2022 

1-month SIBOR 1.69% 1.70% 1.72% 1.73% 1.79% 1.80% 

1-month SOR 1.60% 1.62% 1.63% 1.65% 1.60% 1.64% 

3-month SIBOR 1.71% 1.72% 1.74% 1.75% 1.80% 1.83% 

3-month SOR 1.57% 1.58% 1.59% 1.60% 1.63% 1.68% 

6-month SIBOR 1.83% 1.84% 1.84% 1.85% 1.90% 1.94% 

6-month SOR 1.53% 1.54% 1.54% 1.55% 1.65% 1.73% 

12-month SIBOR 1.96% 1.97% 1.97% 1.98% 1.99% 2.00% 

1-year swap rate 1.45% 1.41% 1.36% 1.32% 1.60% 1.80% 

2-year swap rate 1.34% 1.34% 1.33% 1.33% 1.62% 1.82% 

3-year swap rate 1.33% 1.33% 1.34% 1.34% 1.65% 1.85% 

5-year swap rate 1.33% 1.34% 1.34% 1.35% 1.75% 1.95% 

10-year swap rate 1.50% 1.52% 1.53% 1.55% 1.87% 2.07% 

15-year swap rate 1.61% 1.62% 1.64% 1.65% 1.91% 2.11% 

20-year swap rate 1.66% 1.67% 1.69% 1.70% 1.97% 2.17% 

30-year swap rate 1.67% 1.68% 1.69% 1.70% 1.99% 2.10% 
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MYR forecast 1Q20 2Q20 3Q20 4Q20 2021 2022 

OPR 2.75% 2.50% 2.50% 2.50% 2.50% 2.50% 

1-month KLIBOR 2.92% 2.67% 2.66% 2.65% 2.90% 2.95% 

3-month KLIBOR 3.10% 2.85% 2.85% 2.85% 3.15% 3.15% 

6-month KLIBOR 3.25% 3.00% 3.00% 3.00% 3.30% 3.35% 

12-month KLIBOR 3.37% 3.12% 3.14% 3.15% 3.40% 3.15% 

1-year swap rate 3.06% 2.82% 2.84% 2.85% 3.15% 3.20% 

2-year swap rate 3.02% 2.85% 2.86% 2.86% 3.20% 3.25% 

3-year swap rate 3.04% 2.88% 2.89% 2.90% 3.26% 3.30% 

5-year swap rate 3.08% 2.93% 2.94% 2.95% 3.30% 3.35% 

10-year swap rate 3.33% 3.23% 3.24% 3.25% 3.38% 3.45% 

15-year swap rate 3.50% 3.40% 3.43% 3.45% 3.60% 3.65% 

20-year swap rate 3.60% 3.50% 3.53% 3.55% 3.68% 3.75% 

UST bond yields 1Q20 2Q20 3Q20 4Q20 2021 2022 

2-year UST bond yield 1.33% 1.35% 1.38% 1.40% 1.55% 1.75% 

5-year UST bond yield 1.33% 1.37% 1.41% 1.45% 1.60% 1.85% 

10-year UST bond yield 1.52% 1.57% 1.61% 1.65% 1.80% 2.00% 

30-year UST bond yield 2.01% 2.06% 2.10% 2.15% 2.30% 2.50% 

SGS bond yields 1Q20 2Q20 3Q20 4Q20 2021 2022 

2-year SGS yield 1.42% 1.44% 1.45% 1.47% 1.62% 1.70% 

5-year SGS yield 1.44% 1.48% 1.52% 1.56% 1.71% 1.80% 

10-year SGS yield 1.60% 1.65% 1.70% 1.75% 1.83% 1.91% 

15-year SGS yield 1.74% 1.78% 1.81% 1.85% 1.92% 1.99% 

20-year SGS yield 1.86% 1.88% 1.91% 1.93% 1.98% 2.03% 

30-year SGS yield 2.00% 2.03% 2.06% 2.09% 2.12% 2.14% 

MGS forecast 1Q20 2Q20 3Q20 4Q20 2021 2022 

3-year MSG yield 2.83% 2.65% 2.68% 2.70% 2.75% 2.80% 

5-year MGS yield 2.95% 2.80% 2.82% 2.85% 2.90% 2.95% 

10-year MGS yield 3.13% 3.00% 3.01% 3.03% 3.10% 3.13% 



OCBC TREASURY RESEARCH 
Rates Outlook 
4 February 2020  

Treasury Research & Strategy 4 

 

 

Treasury Research & Strategy 

Macro Research  
Selena Ling 

Head of Research & Strategy 

LingSSSelena@ocbc.com 

  

Tommy Xie Dongming 

Head of Greater China Research 

XieD@ocbc.com  

Wellian Wiranto 

Malaysia & Indonesia 

WellianWiranto@ocbc.com  

Terence Wu 

FX Strategist 

TerenceWu@ocbc.com  

Howie Lee 

Thailand, Korea & Commodities 

HowieLee@ocbc.com 

Carie Li  

Hong Kong & Macau 

carierli@ocbcwh.com  

Dick Yu  

Hong Kong & Macau 

dicksnyu@ocbcwh.com  

  

Credit Research  

Andrew Wong 

Credit Research Analyst 

WongVKAM@ocbc.com  

Ezien Hoo 

Credit Research Analyst 

EzienHoo@ocbc.com   

Wong Hong Wei 

Credit Research Analyst 

WongHongWei@ocbc.com   

Seow Zhi Qi 

Credit Research Analyst 

ZhiQiSeow@ocbc.com   

    

 
 
 

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 subscription, purchase 
or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the 
markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained 
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investment product. OCBC Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”) may or 
might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in 
such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related 
Persons may also be related to, and receive fees from, providers of such investment products. 
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Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) 
(“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be 
liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without 
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