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Treasury yields rose for a second day as investors prepared for
potential hawkish surprises from the FOMC. The 20Y sector
unperformed ahead of the USD24bn reopening. The 10Y yield went
back up to around the 100DMA at 1.50%, with the next level to watch
at the 50DMA of 1.59%. TIPS outperformed and breakevens/inflation
expectation edged higher. Liquidity has stayed flush, with the o/n
reverse repo attracting USD583.9bn of funds on Monday, a fresh
record high, while the 3M USD LIBOR fell to a record low of 0.1180%.
The Treasuryis to pay down another USD27bn of bills on Thursday.

Surprises may come from two fronts — the tapering narrative and the
dotplot, while it is widely expected that the MPC members will again
downplay inflationary pressure as transitory, and any hikes in
administered rates are understood to be not reflecting a monetary
tightening. The April FOMC minutes already revealed that members
talked about a potential tapering discussion, hence the question is
whether the FOMC will progress onto an explicit discussion itself. As
for the dotplots, market pricing is less dovish than Fed’s own
expectation for 2023 and 2024, but more dovish beyond that. Hence,
any signalthat the tightening path will be steeper than expected may
trigger some market reaction.

Trading was quiet in Asia ahead of FOMC. The sukuk auctions today in
the IDR market will be a test to market sentiment and as to whether
foreign interest is sustained. The 3s10s segment of the MGS curve has
hovered around the upper end of our near-term expected range. Back-
end CNH points is neutral to exhibiting a mild upside bias.
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IDR:

IndoGB edged up on Monday amid profit-taking flows, but overall price
action was muted. Today’s sukuk auctions will be another test to
market sentiment, and to reveal if foreign interests are sustained.
Foreign inflows into IndoGBs since 24 May has amounted to
IDR28.5trn, with total foreign holdings at IDR981.3trn as of 11 June.
Real yield differentials over USTs are supportive, which are trading at
the upper end of 5-year ranges across the 2Y, 5Y and 10Y tenors. Bl's
Governor noted that the Bl rate is “already low”; the central bank is
widely expectedto keep rate on hold on Thursday.

MYR:

A very quiet day for MGS ahead of FOMC. The 3s10s segment has
hovered around the upper end of our near-term expected range.
Front-end rates shall stay better anchored on monetary policy
expectation; the 1Y MYR IRS has continued to trade around 3M KLIBOR
level. Meanwhile, fiscal support shall keep investors cautious towards —— 1Y SGD-USD IRS
duration. Finance Minister said to up spending on fuel and cooking oil 0 vy

subsidies; the amount is not huge but it reflects the government do not
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outperforming - USD vyields. IRS also saw some paying interest, but
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forward front-end SGD-USD rate spreads have narrowed over the past
weeks amid flush SGD liquidity. Further narrowing hinges on USD
liquidity, which may normalise somewhat upon a resolution of the US
debt ceiling, expected by end-July.

Source: Bloomberg, OCBC
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points have already caught up with their onshore counterparts, while
being in line with CNY-USD rates differentials. However, there has been 150
minimal addition to offshore CNH liquidity, with Northbound stock
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This publication is solely forinformation purposes only and may not be published, circulated, reproduced or distributed in whole orin 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 orlikely performance of the securities/instruments. Whilst the information contained
herein has been compiled from sources believed to be reliable and we have takenall 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 therecipient 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 information or opinion or
estimate. This publication may cover a wide range of topics and is not intended to be a comprehensive study orto 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 pro duct 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, theirrespective directors and/oremployees (collectively “Related Persons”) may o r 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 reportis intended foryour sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute,
delivera 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 thatis subject to
the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014)
(“MIFIR”) (togetherreferred to as “MiFID 11”), or any part thereof, as implemented in any jurisdiction. No member of the OCB C Group shall be
liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (includ ing, without
limitation, MiFID Il, as implemented in any jurisdiction).

Co.Reg.no.:193200032W

Treasury Research & Strategy 3


mailto:LingSSSelena@ocbc.com
mailto:XieD@ocbc.com
mailto:HowieLee@ocbc.com
mailto:carierli@ocbcwh.com
mailto:herberthtwong@ocbcwh.com
mailto:FrancesCheung@ocbc.com
mailto:TerenceWu@ocbc.com
mailto:WongVKAM@ocbc.com
mailto:EzienHoo@ocbc.com
mailto:WongHongWei@ocbc.com
mailto:ZhiQiSeow@ocbc.com

