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  Rates and FX Themes/Strategy 
 
• UST yields slid across the curve in a risk-off trading session, with yields 

closing around session lows. The curve steepened across various 
segments as front-end bonds outperformed amid some mild repricing 
of monetary policy. USD OIS is pricing in additional hikes of 183bps 
between now and year-end, versus 200bps plus days ago. The 10Y 
yield is trading around our Q3/Q4 target and we see any upside as 
limited. At the shorter end, while the narrowing in the spread between 
the 2Y yield and the Fed funds target rate is in line with our 
expectation, there is still upside to the 2Y yield itself towards its 
previous high of 2.965% if the Fed delivers more hikes. 

 

• The 2Y Gilt yield fell by more than 10bps despite somewhat hawkish 
remarks from a BoE official, as investors focused on the downside risks 
to growth while the SONIA pricing was already hawkish. Saunders said 
inflation is “uncomfortably high” and raising rates quickly may spare 
households an even worse squeeze. GBP/USD recovered from session 
low of 1.2261; near-term range is at 1.2081/1.2495. Risk of market re-
pricing lower rate hike expectation may hinder any upward move in 
GBP/USD before growth worries subside.   

 

• CNY rates edged down by 2-3bps upon the soft exports and imports 
prints. There is some expectation for a 5bps or 10bps cut at the MLF 
rate, but market does not seem to hold as high a hope as compared to 
last month given the RRR cut which is of a smaller magnitude. Liquidity 
stayed flush with the 7day repo at/below OMO rate and T/N point low; 
the impact of the policy rate decision on money market rates is 
unlikely to be big. Back-end CNH points shall consolidate at low levels 
with a mild upward pressure today given the lower US yields and the 
negative FX sentiment.  
 

• MGS stabilised on Monday, with yields retracing mildly lower and IRS 
fell by more which outperformed bonds. The retracement may be 
extended today given the global drops in yields. The 3M3M MYR rate 
traded at 95bps above the spot 3M rate, versus 110bps higher on 
Friday. The 3Y MGS yield remained well ahead of the OPR. Our base-
case is no change in the OPR on Wednesday, but BNM may start to 
prepare the market for a hike down the road. We suspect there is 
room for further retracement lower in MGS yields.  

  

• USD/SGD.  SGD NEER is trading at around 1.06% above mid-point this 
morning, within our expected range. Pressure on the NEER is mostly 
balanced today on mild dollar strength while the SGD outperforms the 
CNY but underperforms the Yen. Range for spot USD/SGD is at 1.3754-
1.3936.  
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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 
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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 
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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 
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be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, Bank of Singapore Limited, 
OCBC Investment Research Private Limited, OCBC Securities Private Limited or other members of the OCBC Group and any of the persons or entities mentioned in 
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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 
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