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UST vyields surged upon the FOMC outcome, with the belly
underperforming and hence the 2s5s10s fly higher. The hawkish
dotplot triggered knee-jerk reactionacross the curve, andyields closed
off — but still near - intraday highs. TIPS underperformed and hence
breakevens moved lower/real yields higher.

On the tapering narrative, Powell himself described it as “talking-
about-talking-about”, saying officials would begin a discussion; literally
it means no progress onto an explicit discussion itself. Nevertheless,
market interpretationis hawkish, as the discussion after all will kick in
and Powell’s comment can already be taken as preparing the market
for it.

The 10Y UST vyield closed at 1.57% overnight and has since stabilized
this morning. Granted, the yield is simply going back to where it was
two weeks ago. The key takeaway from the fluctuation in yields over
the past couple of weeks, is probably that the short-lived buying in
Treasuries may not repeat itself easily, as it seems not rewarding to
fight against an expected uptrend in yields.

The Fed alsoraised the o/n reverse repo rate and IOER each by 5bp, to
5bp and 15bp respectively. These hikes do not solve the underlying
issue of flush USD liquidity, but will help absorb it for the moment. A
resolution of the debt ceiling near-term, and a tapering in the Fed’s
asset purchase longer-term, will address the root causes.

Asian market is unlikely to escape from knee-jerk reaction today,
despite that on a medium-term horizon we expect outperformance in
a number of Asian LCY bonds over USTs. Correlation with US yield
changes is generally higher for the IDR and INR markets, followed by
the KRW and SGD markets. CNY and TWD vyields/rates usually have
lower beta responses.
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IDR:

While the domestic backdrop has turned more constructive for
IndoGBs, investors may use the overnight market development as a
pretext to take profits for now. In particular, the 5Y IndoGB has seen
buying interest, likely from banking books which look to buy at the mid
to short tenors but liquidity is not ideal at the front-end. Hence, given
overnight’s underperformance in the 5Y UST, market observes if these
buying flows will be deterred. The domestic bond market has usually
suffered from a double whammy when global yields rose, through the
impact on USD/IDR. Nevertheless, foreign bond ownership has fallen
which may help mitigate volatility this time round. Bank Indonesia is
widely expected to keep its policy rate unchanged later today, while
the hawkish Fed may complicate the consideration for any further
easing down the road.

MYR:

MGS were quiet on Wednesday ahead of FOMC. Today, curve shall
trade higher, probably in a steepening manner across the 3s10s
segment — following the 2s10s UST curve and on the dovish domestic
monetary policy outlook. Latest EFP outcome revealed only a small
reduction in their investment assets during Q1, which may be able to
support sentiment at the margin.

SGD:

SGS vyields adjusted slightly higher on Wednesday upon some last-
minute repositioning ahead of FOMC. This morning, t/n was already
paid up. While SGD IRS are also likely to be paid up, we expect SGD-
USD IRS spreads to trade a tad narrower, reflecting some resilience in
the SGD rates market. Further ahead, front-end spreads may be able
to move towards par when USD liquidity normalise somewhat, upona
resolution of the US debt ceiling, expected by end-July.

CNY:

The CNY rates market has usually exhibited a relatively low beta
response to USD rates movement. CGBs shall outperform regional
peers today. That said, the curve is biased to steepening, as market is
stillawaiting more LGB supply. The next level to watch for the 10Y yield
is 3.20/3.25%.

Treasury Research & Strategy



OCBCTREASURY RESEARCH &Y OCBC Bank

Daily Market Outlook
17 June 2021

Treasury Research & Strategy

Macro Research

Selenaling Tommy Xie Dongming Wellian Wiranto Howie Lee

Head of Research & Strategy Head of Greater China Research Malaysia & Indonesia Thailand & Commodities
LingSSSelena@ocbc.com XieD@ocbc.com WellianWiranto@ocbc.com Howielee@ocbhc.com
Carie Li HerbertWong

Hong Kong & Macau Hong Kong & Macau

carierli@ocbcwh.com herberthtwong@ocbcwh.com

FX/Rates Strategy

Frances Cheung Terence Wu

Rates Strategist FX Strategist

FrancesCheung@ochc.com TerenceWu@ochc.com

Credit Research

Andrew Wong Ezien Hoo Wong Hong Wei Seow Zhi Qi

Credit Research Analyst Credit Research Analyst Credit Research Analyst Credit Research Analyst
WongVKAM@ocbc.com EzienHoo@ochc.com WongHongWei@ocbhc.com ZhiQiSeow@ocbc.com

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 orsimilar. 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”) (togetherreferred to as “MIFID I1”), 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 I, 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

