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  Rates and FX Themes/Strategy 
 
• Soft data sent UST yields and Gilt yields lower on Tuesday. UST yields 

fell across the curve led by the front-end, upon the soft prints of new 
home sales and Richmond Fed manufacturing index in the US. USD OIS 
pricing scaled back mildly, to 186bps of cumulative hikes between now 
and year-end, from more than 190bps a day ago. Expectation remains 
firm for front-loading of rate hikes, while Fed Bostic – a non-voter this 
year - spoke of the criteria for a rate hike pause in September.  
 

• Bunds underperformed USTs as recent ECB rhetoric has been hawkish. 
Adding to the hawkish camp were Holzmann, who opined that the ECB 
starting by a 50bps hike would be “appropriate”; and Kazaks who said 
a 50bps hike should not be ruled out. Earlier in the month, Knot also 
said he would prefer a 50bps move. The boost to the EUR from these 
comments did not last amid growth concerns, which also pushed EUR 
OIS pricing softer to 103bps from more than 120bps a day ago. The 
50DMA at 1.0763 is the immediate resistance for EUR/USD.  

 

• In IndoGBs, the conventional bond awards met target of IDR20trn 
upon incoming bids of IDR39.4trn. Bank Indonesia kept its policy repo 
rate unchanged at 3.50%, seeing inflation as being under control and 
Rupiah depreciation as being in line with other regional currencies. It 
however decided to further policy normalization via liquidity. The 
reserve ratio for conventional banks will be raised to 9.0% on 1 
September, higher than the 6.50% previously planned for September 
onwards. An additional IDR110trn of liquidity will be locked up. 
Although the relatively low LDR means the condition will still not 
become a tight one, the increased reserve requirement nevertheless 
will displace some asset allocation by banks, where front-end bonds 
may be impacted more. Nevertheless, IndoGBs may be given a respite 
near-term, supported by pent-up demand and as USD yields have 
retraced lower. Expect 10Y IndoGB yield to range at 7.10-7.30%.  

 

• USD/SGD.   SGD NEER is trading at around 1.5157% above mid-point 
this morning, a tad below Tuesday close. The relatively high position 
of the SGD NEER may limit the downside to USD/SGD. The next 
support sits at the 50DMA of 1.3708 and then 1.3697, while resistance 
is at 1.3850. 

 

• In onshore China, liquidity appears to have remained supportive, with 
market repo rates staying below OMO rates and T/N point at a very 
low level. At the back-end, however, downside to the CNY and CNH 
points is limited by the lowered US yields near-term. On bond side, the 
10Y CGB yield is trading within our long-held expected range of 2.70-
2.90%. Range for USD/CNH is likely at 6.6348/6.7000. 
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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, distr ibute, deliver or otherwise disclose any 
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