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Fundamental Highlights The UST bond yield curve flattened in Feb as

] FOMC rhetoric kept the March meeting “live”.

Focus on Trump and FOMC as March meeting looms.

us preSident Trump’s SpeeCh to Congress was again blg 300"+ US TREASURY ACTIVES CURVE 1D Mid YT S
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on policy promises such as replacing Obamacare, a tax | s — et N

overhaul and US$1 trillion in investment spending with a

large hike in defense spending and called for a new era of

“American Greateness”, but scarce on details of funding

and execution. Meanwhile, Fed officials continued to play 0 S D

up hawkish intentions, the latest were Dudley who noted | o4

that “the risks to the outlook are now starting to tilt to the | w4 2e Tomm |
upside” and “I think the case for monetary policy tightening * " T ==
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has become a lot more compelling” while Williams also 54 [
opined that a March hike would see “serious consideration”. W W w W 207 307
Elsewhere, China’s growth momentum remained healthy, | = THs5E$HoRd curve bull-flattened dV&R ™
with the official manufacturing and non-manufacturing PMIs with a 10-year SGS bond re-opening.

printing at 51.6 and 54.2 in Feb (previously at 51.3 and
54.6) while the Caixin PMI also improved from 51.3 to 51.6. | ,_ | _
Manufacturing PMIs in Japan, Taiwan, Vietnam, Philippines P
and Thailand also stayed in the expansion territory (>50), [ 204 4
suggesting 1Q growth should be sustained. Most Asian
central banks are static amid very slight inflation concerns.
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S’pore’s January economic indicators were mixed. 104 I

S’pore’s bank loans grew for the fourth straight month by 20, hange.

2.8% yoy in Jan, slightly slower than Dec16’s reading of S W W oY %7 3 0
2.9% yoy. However, bank loans eased Sl|ght|y from $617.35b Copyrights 2017 Bloomberg Finance L.P. fener 01-Mar-2017 10:15:14
to $617.09b amid a marginal slowdown in momentum for

business loans. Business loans rose for the second consecu- The 3-month SOR and SIBOR remained unperturbed.
tive month by 2.6% yoy, led by business services (+13.1% 2.0%

yoy) and financial institutions (+11.6% yoy). Consumer loans 1.8%

remained resilient and expanded by the same clip of +3.1% L%

yoy for the second month. Our bank loans growth outlook is :jx

fairly upbeat, with 1Q17 and full-year 2017 forecasts at 4.0% 1.0%

yoy and 7% yoy respectively, given the low base last year 08%

and the turnaround in business loans sentiments from 4Q16. ﬂf,ff

Industrial production, however, slowed to 2.2% yoy (-6.0% 0.2%

mom sa) in Jan, as softer pharmaceuticals (-18.3% yoy) off- 0.0%

set stronger electronics (+14.8% yoy) output, following a
strong Decl6 performance (+22.1% yoy and +6.7% mom
sa). The FY16 Budget unveiled an expansionary fiscal plan, —SIBORIM  ——S0R3M
notwithstanding an estimated $1.9b (0.4% of GDP) overall
surplus after the FY16 surplus surprised at $5.2b (1.3% of
GDP). $2.4b will be committed to implement CFE strategies
over the next 4 years, including $1.5b top-ups to the National
Productivity and Research Funds. However, the 30% hike in Group Treasury

water prices over 2 years, the restructuring of diesel taxes, Treasury Research & Strategy

and carbon tax from 2019, may add to costs. The recent 10- Selena Ling (65) 6530 4887
year SGS bond re-opening on 1 March saw a cut-off yield of )
2.35% with a bid-cover ratio of 1.55x. There is a new 5-year | Lingssselena@ocbc.com.sg
SGS bond issue on 3 Apr. SGS bonds are likely susceptible
to US rate hike speculation ahead of 16 March FOMC.
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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.



