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  Rates and FX Themes/Strategy 
 
• UST yields fell upon the weaker-than-expected durable orders, before 

rebounding from session lows to end the NY session little changed. 
Market reacted little to the May FOMC minutes. We maintain our view 
that there is no first-tier data which are weak enough to alter the Fed’s 
near-term rate hike trajectory. Downward moves in yields is still better 
seen as a correction at this stage, rather than representing a reversal 
in trend.  
 

• The May FOMC minutes confirmed that most officials agreed that they 
need to hike the Fed funds rate by 50bps each at the next two 
meetings. The minutes also revealed that officials spent time 
discussing potential impact on market liquidity and the overall 
financial conditions from its tightening including QT. Overall, the 
narrative remains as front-loading, which would then “leave the 
committee well positioned later this year” in the rate trajectory. We 
do not read too much into this desired flexibility – or uncertainty in the 
prospects of rate hikes further down the road, as it is prudent for 
central banks to constantly assess economic conditions and the impact 
of delivered tightening, while our core scenario for rate hikes has been 
mildly below market pricing.  

 

• EUR/USD fell on comments from some ECB officials which suggest that 
the run-off in the balance sheet is not in store yet. Knot does not 
expect the discussion on this aspect “for the remainder of this year 
and into next year”; Panetta said the ECB would “be much more able 
to anticipate the consequences of gradually adjusting rates while 
keeping [the] balance sheet constant”. Already, growth concerns are 
capping EUR strength despite the hawkishness on the policy rate front. 
Adding in the stance on the balance sheet, EUR/USD faces an 
immediate resistance at 1.0755.  

 

• USD/SGD. SGD NEER is trading at around 1.5859% above mid-point 
this morning, higher than Wednesday’s close. Pressure on the NEER is 
to the upside, as the DXY retraced lower from session high, while some 
other regional peers may be more affected by the subdue RMB 
sentiment. The next support for USD/SGD sits at the 50DMA of 1.3713 
and then 1.3697, while resistance is at 1.3850. 

 

• USD/CNH rose and hit a session high of 6.7225 during NY hour; the 
pair is consolidating a tad above 6.7000 in Asia morning with 
resistance staying at 6.8380. Premier Li said difficulties in some aspect 
(of the economy) and to a certain extent are greater than in 2020, in a 
teleconference with local governments. While the need to support the 
economy implies potentially more bond supply, the message of 
heightened growth risk seems to be gaining an upper hand which is 
exerting downward pressure on CGB yields. As growth concerns 
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intensify, there may be further asset reallocation onto CGBs from 
riskier assets among local investors, although foreign flows may not 
make a strong comeback yet. The 10Y CGB yield is trading at the lower 
end of our expected range of 2.70-2.90%; if 2.70% is broken then the 
next to watch is the January low of 2.675% and then June-2020 low of 
2.650%.  

 

• The BoK hiked its policy rate by 25bps this morning as widely expected. 
The KRW rates market had priced in more than two hikes on a 3-month 
horizon ahead of the meeting. Post-meeting comments sound a tad 
more hawkish thus far, with the central bank saying it would put more 
focus on inflation. KRW IRS rose by 3-6bps in response.  
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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 II, as implemented in any jurisdiction). 
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