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e UST vyields retraced further lower on Wednesday, with the curve
flattening mildly. Mester supported 50bps hikes in June and July but Frances Cheung, CFA
said a larger 75bps hike may be needed later in the year if inflation is Rates Strategist
not moving down. Waller said the economy can withstand higher +65 6530 5949
rates. These comments reinforce the Fed’s hawkishness and intention
to hike rates further but were not surprising and did not move the
market. The market did not react much to the 3Y coupon auction
either. The auction was well received, at a bid/cover ratio of 2.59x and Treasury Research
indirect award higher at 62%; cut-off was similar to (0.3bps higher Tel: 6530-8384
than) WI level. Barring any surprise from US CPI tonight, we expect
the 10Y UST yield to hover around the current level to trade in a 2.90-
3.10% range over the coming weeks.

FrancesCheung@ocbc.com

0.6 Term premium for 10Y UST
e Gilts outperformed, as SONIA futures and OIS re-priced lower. This is - NY Fed ACM

despite a local think-tank’s opinion that the BoE would need to raise 0.4
interest rates to 2.5% to curb inflation, as investors focused on the 0
downside risk to growth. GBP OIS pricing of additional hikes of 107bps

by year-end is becoming less overly hawkish; while we still see room 0

for further re-pricing lower, this room may be more limited from here.
This prospect may help GBP/USD stabilize with the immediate support -0.2
at 1.2261; near-term range is at 1.2081/1.2495.

-0.4
e Incoming ECB comments support a potential July hike. Nagel said he 06
would “advocate a first step normalizing ECB interest rates in July”. dodddgddgogdgaayay
ECB Vice President Guindos said monetary normalization will be SL8583833358834
“sooner rather than later” in the third quarter. We continue to see the Source: Bloomberg, OCBC
July meeting a live one for a policy rate decision. EUR OIS is pricing in
cumulative hikes of 85bps before year-end, and the risk is for the % _
market to reprice higher. 3.5 2Y yield vs Fed funds rate
g2V usT
e USD/IDR fluctuated in a 14,533/14,565 range on Tuesday amid Fed funds rate*

opposing forces from exporters and FDI related flows versus bond 25
flows. IndoGB yields went higher on Tuesday and the bond market
sentiment is likely to stay subdued for now despite the lower US yields.
The conventional bond auction attracted incoming bids of IDR19.7408 1.5
only, with IDR7.76trn of bonds awarded which was much lower than
the indicative target of IDR20trn; a greenshoe auction will be held
today. The Q2 supply schedule implies targets of IDR20trn at each g5
conventional auction and IDR9trn at each sukuk auction; these

2.0

1.0

numbers already point to a low supply against fiscal shortfall risks. 0.0
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e USD/SGD. SGD NEER is trading higher at 1.24% above mid-point this
morning, as USD/SGD edges lower and the SGD outperforms the MYR
and the Yen. Pressure on the NEER is mostly balanced at the current
level on mild dollar softness while the SGD underperforms the CNY.
Range for spot USD/SGD is at 1.3754-1.3936.

Source: Bloomberg, OCBC
*upper rate
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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 information 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 Persons may also
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
this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement.

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 II”), 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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