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The 3-month SIBOR and SOR remain  

gradually biased higher.  

 
 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Crunch time for Emerging Markets (EM) amid a hawkish 

Trump and FOMC and a scrutiny of idiosyncratic risks. 
A more volatile September appears to be a no-brainer as 
US president Trump threatens that the next US$200b of 
tariffs on Chinese imports will “take place very soon de-
pending on what happens” and “behind that there is anoth-
er US$267b ready to go on short notice if I want”. In 2017, 
the US imported US$505b of China products. Trump had 
hinted that Japan will have a “big problem” if it doesn’t con-
clude a new trade deal with the US. Fund outflows reinforce 
the view that the tide has turned for the many EM markets, 
particularly for the Fragile Five (namely Turkey, Argentina, 
South Africa, India and Indonesia) and may be extending to 
other bedfellows like Russia and the Philippines. The 
stronger than expected acceleration in US average hourly 
earnings growth has also cemented market expectations for 
a 25bp rate hike at the upcoming September FOMC and 
raising the probability pricing for another December hike to 
66.9%. We don’t see any light at the end of the tunnel in the 
near-term, with key risk events being the levying of addi-
tional US tariffs on Chinese imports, the upcoming US 
Treasury semi-annual FX report on currency manipulators, 
and the US mid-term elections likely to dominate 4Q18.   

Fundamental Highlights  

Domestic resilience amid growing external headwinds  
S'pore's manufacturing and electronics PMIs both improved 
in August to 52.6 (+0.3 points) and 52.0 (+0.4 points), which 
suggests our full-year manufacturing growth forecast of 
7.0% yoy is still achievable. However, the Singapore Nikkei 
PMI pulled back to 51.1 (weakest since mid-2017) in Au-
gust, down significantly from 53.0 in July, amid slower out-
put and new orders increases and employment stagnated 
with wage inflation slowing further. Notably, export sales fell 
again and purchasing activity also dipped sharply in August, 
as global trade tensions begun to bite. We anticipate top-
line GDP growth is tipped to ease from the 3.9% yoy seen 
in 2Q18 to around 2.3% yoy in 3Q18. That said, the busi-
ness confidence gauge for output over the next year which 
improved to the best in a year and suggests non-permanent 
damage should the trade concerns subside. The latest MAS 
professional forecasters survey also continue to tip 2018-
2019 GDP growth at 3.2% and 2.7% yoy respectively, un-
changed from three months ago. Some domestic economic 
resilience in the face of a deteriorating external environment  
should keep the odds for a further gradual S$NEER tighten-
ing at the October MPS warm for now. The 2-year SGS 
bond re-opening on 3 September saw healthy a bid-cover 
ratio of 2.19x with a cut-off yield of 1.92%. There is a 15-
year SGS bond re-opening on 1 October, with the issue 
size announcement and auction on 19 and 26 September. 
There may be a mini SGS bond auction on 1 November.    
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The US 5y5y forward breakeven rate has crept 

higher post-NFP, but remains below 2014 prints. 

The flattening 2-10year UST yield curve may 

have bottomed at 19bps on 24 August. 
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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 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. 

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, dis-

tribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, 

part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, 

parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, 

guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to 

any Relevant Entity that is subject to the 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 limitation, MiFID II, as implemented in any jurisdiction). 
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