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The 3-month SOR and SIBOR stayed stable. 

 
 

 

 

 

 

 

 

 

 

 

 

 

Risk-on in late April, but sell in May and go away? 
President Trump’s phenomenal tax plan was expectedly 
short on details and the deficit impact, which partly explained 
why the financial market reaction was to buy the rumour and 
sell the fact.  The 10-year US Treasury bond yield has found 
near-term support at the recent 2.17% in mid-April, even 
though the futures market is probably still underpricing future 
rate hikes (eg. June hike stands at < 60% probability). While 
it’s risk on for now, given that geopolitical risks (eg. French 
run-off on 7 May, Brexit negotiations likely bumpy, and North 
Korea still testing missiles) are still simmering in the back-
ground, there is a risk that market players may revert to the 
traditional “sell-in-May and go-away” theme. That said, the 
manufacturing PMI prints from Asia and Europe (eg. UK at a 
3-year high of 57.3 and Eurozone at a near 6-year high of 
56.7) were mostly upbeat and well in the expansion territory, 
suggesting that the manufacturing momentum still had room 
to extend in 2Q17. We expect that the FOMC to be static 
with few tweaks to the FOMC statement in May but leave the 
heavy lifting till post-FOMC when a slew of Fed speakers will 
ramp up the hawkish rhetoric to set the stage for the next 
rate hike in June. Meanwhile, Treasury Secretary Mnuchin 
opined ultra-long supply could “absolutely make sense”. This 
would be an interesting May for risk markets.  
 
 

Fundamental Highlights  

Strong 1Q but potential tapering of momentum in 2Q?  
S'pore's bank loans growth accelerated from 5.2% yoy in Feb 
to 6.3% yoy in Mar. This lifted the 1Q17 bank loans growth to 
4.8% yoy, which marks a strong start to the year. Business 
loans surged further for a 4th straight month from 6.4% yoy 
in Feb to 8.1% yoy (flat mom) in Mar, and consumer loans 
also strengthened from 3.6% yoy to 3.8% yoy (+0.2% mom) 
over the same period, amid healthy loans to housing/bridging 
loans (+4.2% yoy), credit card loans (+4.2% yoy) and car 
loans (+0.6% yoy).  However, the buoyant bank loans data 
contrasted with the softness in the domestic labour market, 
which tends to lag the business cycle. The unemployment 
rate edged higher from 2.2% in 4Q16 to 2.3% in 1Q17, which 
is the highest since 4Q09, albeit still below the 3.3% peak 
seen in 3Q09. Total employment fell 8.5k in 1Q17, which is 
the largest decline since June 2003, and down from +2.3k in 
4Q16 and +13.0k in 1Q16. The labour market outlook is like-
ly to remain uneven across sectors and industries, but we tip 
the overall unemployment rate should start to stabilize later 
this year. Manufacturing business expectations improved 
from three months ago, with a net weighted 7% anticipating 
better business conditions for the coming six months, up 
from 2% a quarter ago. In particular, electronics and preci-
sion engineering manufacturers were the most bullish, 
whereas general manufacturing was still pessimistic. A net 
weighted 1% of services firms expect less favourable outlook 
for Apr–Sep, albeit this is an improvement from the -14% 
recorded three months ago and the best print since 3Q15. 
There is a 30-year SGS bond re-opening on 1 June.  
 
 
 
is a new 5-year 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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Investors had favoured the belly  

of the UST curve in April. 

SGS bond curve rallied in April,  

despite the 20-year mini-auction 
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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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