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e UST vyields are stuck in ranges ahead of NFP/jobless claims tonight.
Investors require reassurance that the economic recovery is on track,
after a couple of soft data prints. Next week brings a slew of US data
including April CPI where the consensus is at 3.6%yoy supporting the
TIPS payout. Meanwhile, front-end liquidity has stayed flush.

o The Bank of England kept its bank rate and total asset purchase target Treasury Research
amount unchanged as widely expected. The central bank plans to slow Tel: 6530-8384
the weekly purchase to GBP3.4bn between now and the first week of
August, from previous amount of GBP4.4bn. The slowdown is on the
mild side of expectation; SONIA pricing turned slightly less hawkish and
market reaction is probably done by now. Another reduction in the
weekly purchase is required later in the year if the goal is to let the
program run through year-end. BOE said it would need to see some
kind of negative shock before it would consider expanding quantitative
easing next year - a signal that it is on course to end the program.

e In Asia, the IndoGB and MGS curves are flat on a historical basis vis-a-
vis regional peers; and after all supply is a lingering concern. We see a
steepening bias to these two curves. Real yield differentials are the
most favourable for CGBs, IndoGBs and KTBs; adding FX volatility and
hedging cost considerations, CGBs and KTBs appear more appealing
cross-sectionally. In China, money market liquidity has stayed
supportive; we continue to see downside to back-end CNY forward

points.
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The bond market sentiment was supported by USD/IDR breaking '

lower; but the yield movement was more timid than FX upon profit- %%
taking flows. There appears to be some buying interest in the FR80 i’ggg ‘

bond likely looking for yield pick-up. With near-term supply on the light i

side, and subdued risk sentiment upon resurgence in COVID cases, e
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IndoGBs look to garner some support with yields likely stuck in ranges. ) 000

Foreign investors have added IDR5.6trn to their holdings in the past ™
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BNM was on hold as widely expected; overall its stance was fairly SRR de a9 g9 d

neutral versus expectation for a potential dovish tweak. MGS vyields Source: CEIC, OCBC

rose in response in a steepening manner. The central bank maintained

that the balance of risks to growth remains tilted on the downside, but

it also tried to telegraph how growth momentum remains strong. 0 bp  SGD-USD IRS spreads

Nevertheless, the resurgence in COVID cases and potential setback in 20 — 1Y SGD-USD IRS

vaccine rollout shall lend some support to bonds. We expect a —Ivly
steepening bias to the yield curve on supply concerns, while demand —

appears to be clustering around the front- to mid-tenors; the 3s10s 20
segment is likely to trade in a 75-90bp range near-term.
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SGS vyields edged down across the curve with the belly to 15Y
outperforming. SGD IRS edged down alongside, outperforming their -10

USD counterparts. SGD-USD IRS spreads are historically wide, and we § § § ﬁ § § § § § §
expect a correction narrower when the USD liquidity situation e e 4440 00 oo
normalizes, probably upon a resolution of the US debt ceiling cause by ~Seurce: Bloomberg, OCBC
then the US Treasury’s cash balance is expected to stabilise.
CNY: 20907 pips bps [ >
Front-end CNY rates have stayed well anchored, supporting our view -
for back-end CNY forward points to be biased downward. The offshore 1500 1
CNH forward points shall also ease as onshore has reopened providing L 500
some additional liquidity. There may be further downside to CNH 1g9p -
points later in the year when the wealth management connect kicks | 150
start.

500 -
Supportive front-end liquidity aside, market also braces for a pick-up —12M O fuwd pt i
in LGB issuance in the coming months, and this together with the usual 0 - T T 50
CGB supply and reserve payment shall exert a mild upward pressure —— 1Y CNY-USD IRS
on mid to long-end CGB yields. Support for 10Y CGB is at 3.21/3.23%. g spread (RHS) Lo
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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
liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without
limitation, MiFID Il, as implemented in any jurisdiction).
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