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e UST yields jumped across the curve upon the high CPI print and a Frances Cheung, CFA
lackluster 30Y coupon bond auction. Earlier, China’s PPI also printed a Rates strategist
26-year high of 13.5% yoy. In the USD market, both inflation +65 6530 5949
expectations and real yields rose, pushing up nominal yields. The gap francescheung@ocbc.com
between market expectations and central bank rhetoric renders the
bond and rates market more volatile than usual, especially upon any
potential adjustment on either side, with this ongoing debate on
inflation. The latest has been a synchronized move across major
markets; ACGB yields opened 9bp to 16bp higher this morning.
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e Yields are back to around the levels before Powell spoke last week.
Powell’s reiteration that the decision on taper is separated from the
decision on rate hikes, and that the central bank would be patient in
raising rates, did not shed much light on the rate hike timeline itself, in
our view. The taper decision has been made already, while market is
pricing in the rate hike decision to be made around/after the mid-2022,
which does not necessarily contradict the stance that the criteria for
taper and for rate hike are different. This underlies our view that the
gap between market pricing and Fed prospect is not particularly wide.

e The 30Y bond cut off at 1.94%, 5.2bp above WI level. Although indirect
bid stayed high at 71%, the fat tail added to the bond sell-off in the
market. Meanwhile, the spread between the cut-offs at the 4W bills
and 8W bills auction narrowed further, reflecting investors are not
particularly worried about the debt ceiling issue at the moment.

e Month-to-date the 10Y nominal yield is little changed upon the higher
breakeven and lower real yield. From here, the bias is for inflation
expectations to be sustained, and for some potential for real yield to
edge higher, a combination that may push up nominal yield.
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IDR:

IndoGBs were trading within ranges on Wednesday, while USD/IDR 6IDR’tm Change in foreign ownership
was also stuck between opposing forces. Domestic conditions have in IndoGB

stayed favourable for bonds, including a lack of supply through year- 4

end and supportive liquidity. However, the risk-off sentiment and the
overnight jumps in global yields are likely to set a floor to IndoGB yields
for now. 0

Foreign outflows continued. Cumulative outflows amounted to
IDR63trn since the trend started on 9 September; foreign holdings of -4
IndoGBs stood at IDR927trn as of 9 November. Foreign investors may
hesitate to make a strong comeback as long as global yields remain I Daily = 5-day MA
volatile, while IndoGBs had already outperformed. Foreign investors -8

may choose to focus on (the narrowed) nominal yield differentials, 13-ep  01-Oct  19-Oct  0&-Nov
rather than (the still very supportive) real yield differentials as the Source: Bloomberg, OCBC

latter can become more unstable than usual being distorted by the

“transitory” inflation.

MYR:

MGS was trading sideways on Wednesday ahead of US CPI print. Given
the pattern of following USTs in terms of direction, MGS vyields are
likely to trade higher today. Despite some expected fluctuations, we
maintain our year-end targets for the 3Y and 5Y MGS yields at 2.6%
and 3.1% respectively, in the absence of a hawkish monetary outlook
domestically. On the economy, Malaysia and Indonesia have agreed to
allow fully vaccinated travelers to fly between the two countries,
aiming to start early next year.

CNYbn China aggregate financing
CNY / CNH: 000 m Others
The PBoC continued with its daily CNY100bn of OMO this morning, net m Government bonds
injecting CNY50bn to the market. This amount of daily operations will :ilha.dO\-f balnklng
allow for a smooth transition back to neutral OMOs which is possibly 4000 ew yuan loans

the case. We remain of the view that if only short-term liquidity tools

are deployed, any downside to CNY rates cannot be huge. The latest 5000

aggregate financing data revealed government bond issuance at

CNY617trn in October, still heavy but not as much as in September and I I I I I
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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 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
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 whatsoever 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 infor mation 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 P ersons 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, distribute,
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 I1I”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be
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