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Rates and FX Themes/Strategy

e Front-end UST yields fell by more than 10bps as Powell pushed back
on a 75bps move. Powell said “there is a broad sense on the Frances Cheung, CFA
committee that additional 50bps increase should be on the table at Rates Strategist
the next couple of meetings”, while a bigger move is “not something +65 6530 5949
that the committee is actively considering”. These comments were
taken by the market as providing some certainty on the rate hike
trajectory. We remain of the view that the spread between the 2Y UST
yield and the Fed funds target rate shall narrow as more rate hikes Treasury Research
materialise. There is upside to the 2Y yield level itself; given the Tel: 6530-8384
terminal rate is likely to be higher than that in the previous cycle, the
first target for the 2Y yield is at 2.90%. Market awaits BoE decision
tonight which may include a plan to actively sell its assets as the Bank
Rate is expected to be raised to 1.00%.
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e The QT plan is mostly in line with what were mostly disclosed at the a5
March FOMC meeting. Assuming the transition for Treasury securities
is USD30bn-45bn-60bn, then these caps are all binding and the ©°°
amount for Treasury securities will add up to USD375bn by year-end. ¢
In the months of July, September, October and December, part of the
QT will be done on bills. 0.15
0.05
e In Asia, hours before the FOMC decision, the RBI delivered an inter-
meeting hike of 40bps in its policy Repo rate, together with a 50bps -0.05
hike in the Cash Reserve Ratio draining INR870bn, in a unanimous
vote. The policy stance has been kept unchanged. The central bank
cited disruptions/shortages/escalating prices caused by geopolitics
and sanctions, and heightened uncertainty surrounding the inflation Source: Bloomberg, OCBC
trajectory as the reasons. After the rate hike, market pricing turned "expected changes at the respective meetings
more hawkish, with short-dated forward rates having risen more
rapidly than spot rates. Sentiment in G-Secs and the rates market is Source: Bloomberg, OCBC
likely to stay subdued, as expectation is for further tightening including
potentially reversing the 75bps cut done at the onset of the pandemic.
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e In China, the PBoC net drained CNY40bn of liquidity via OMOs this
morning. CGBs are likely to trade in ranges, as the bonds are stuck
between a less optimistic growth outlook and stimulus pledge. We
maintain our expectation for the 10Y yield to trade in a range of 2.70-
2.90% on a multi-week horizon.

e USD/SGD. SGD NEER is trading at around 1.18% above mid-point this
morning, retracing mildly from the high of 1.30% on Wednesday close,
as USD/SGD edged mildly lower while the MYR outperformed. Short-
term fluctuations aside, we expect the NEER to trade around 1% above
mid-point for most of the time in the coming weeks. The resistance for
USD/SGD is at 1.3905, while downside potential is at 1.3635.
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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
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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
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
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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,
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