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e Treasury yields edged down further across the curve, amid of lack of Rates strategist
coupon supply, with the 5Y bond again outperforming as market pared +65 6530 5949
back slightly its aggressive pricing of Fed hikes. Auctions resume next francescheung@ocbc.com
week, and our view remains that the main driver for yields (to go
higher) is supply headwinds, when inflation expectation is peaking.

s . . . Treasury Research
e Liquidity stays ample at the front-end, with repo operations receiving Tel: 6530-8384

no bids again. There will be a net reduction of USD19bn in bills supply
this week, which shall bring the Treasury’s cash balance mildly lower
to USD1trn. We believe a situation of sustained negative front-end
rates across instruments is unlikely, as the Fed will likely react to such
a situation.

o The RBA kept both its cash rate and 3Y yield target unchanged at 0.1%
as widely expected. It also maintained its forward guidance, saying not
to increase the cash rate until inflation is sustainably within the 2-3%
target — a condition expected to be met in 2024 the earliest. The
decision as to whether to include the November 2024 bond in its yield
curve control is, however, left for upcoming meetings. Still, the yield
spreads between the November 2024 bond and the April 2024 bond
narrowed, in line with our expectation. There is a few more bp points
to go, for the spread to revert to January/February levels.

e The RBI is expected to keep its policy rates unchanged later today.
Liquidity is flush which has extended the net reverse repo operations.
Focus will be on whether the central bank will extend the forward
guidance on its accommodative policy. Normalization of the interest
rate corridor — as in narrowing it — does not look imminent at this
meeting, amid surging covid cases. This is an issue that has to be
addressed down the road; and more likely at a time when raising the
reverse repo rate is judged not derailing economic recovery.

e Supply and the unstable risk sentiment may cap the gains in IndoGBs,
when foreign inflows have yet to make a strong comeback. The 5Y and
10Y bonds face near resistances at 5.65% and 6.50% respectively.

e CNY-USD IRS spreads and CNY money market rates reflect a more
supportive liquidity condition than the swap points do — which points
to some downward adjustment in back-end CNY points.
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IDR:

IndoGBs were relatively stable on Tuesday, while the auction missed

target again, selling IDR7.3trn of bonds versus a target of IDR10trnand o, !DRbn  Net change in foreign
incoming bids of IDR14.56trn. With the room for Bank Indonesia to buy J ownership in IndoGB
from the primary market falling (without fresh commitment), there
needs to be a convergence between appropriate yield levels seen by
the government and market levels. Meanwhile, Bl was quoted as \ I||
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saying the Rupiah is very undervalued and it expects the currency to '|' [ ‘ ‘“| ‘|| I‘|| ‘I' il |
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MYR: “
MGS are to be driven mainly by the domestic supply-demand Source: CEIC, OCBC
dynamics, while reverting to a lower beta response to US vyield

movement. Our view remains that the impact of EPF withdrawals on

MGS is manageable; when the market gets more clarity on the

withdrawals pattern, there is room for further flattening of the curve

as investors take advantage of the still steep curve.
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SGD:

Front-end SGD rates have adjusted lower in recent sessions, ahead of
MAS policy meeting. Arguably, investors might have positioned for
some upbeat/hawkish comments from the MAS. The risk is indeed for
a more upbeat economic assessment and/or a less dovish message.
However, this rhetoric alone may not exert too much additional

downward pressure on front-end SGD rates. We would rather seen the 20 RMEBbn Stock connect
lower swap points as a normalization in the liquidity condition. And Daily Southbound flows
when the USD liquidity dynamic changes as well, there will be further 15
narrowing in SGD-USD rates spreads.

10
| ‘IH i
CNY-USD IRS spreads and CNY money market rates reflect a more 0 | |. ! |1 “
supportive liquidity condition than the swap points do. We expect | ! |I ! Il
some downward adjustment in back-end CNY forward points. In -5
offshore, southbound flows under Stock Connect are gradually coming
back, albeit not as heavy as earlier in the year. We watch if southbound ~ 1©
flows will turn heavier today, as equity may catch up with Hong Kong s
reopening. These flows, coupled with the narrowed CNY-USD rates 29/01/21 28/02/21 31/03/21

spread shall also point to some stabilization in back-end CNH forward

. Source: CEIC, OCBC
points.

Treasury Research & Strategy 2



OCBC TREASURY RESEARCH

(F%,

Daily Market Outlook

7 April 2021

OCBCBank

Treasury Research & Strategy

Macro Research

Selena Ling
Head of Research & Strategy
LingSSSelena@ocbc.com

Carie Li
Hong Kong & Macau
carierli@ocbcwh.com

FX/Rates Strategy

Frances Cheung
Rates Strategist
FrancesCheung@ocbc.com

Wellian Wiranto
Malaysia & Indonesia

Tommy Xie Dongming
Head of Greater China Research

XieD@ocbc.com WellianWiranto@ocbc.com

Howie Lee
Thailand & Commodities
HowielLee@ocbc.com

Herbert Wong
Hong Kong & Macau
herberthtwong@ocbcwh.com

Terence Wu
FX Strategist
TerenceWu@ocbc.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@ocbc.com WongHongWei@ocbc.com ZhiQiSeow@ocbc.com

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
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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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