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Rates and FX Themes/Strategy

e The Gilt yield curve bearish flattened overnight upon some hawkish
remarks from BoE’s Mann, a well-known hawk though, who opined Frances Cheung, CFA
the central bank should act “forcefully” to contain inflation. GBP OIS Rates Strategist
now almost fully price a 75bp hike at the September MPC, and 285bp +65 6530 5949
of additional hikes for the rest of the cycle including the September
one which would push the Bank Rate to 4.6%. While risk is the BoE
under-delivers on rate hikes, rate hike expectation is not the sole
factor pushing up Gilt yields. Hence, despite the overly hawkish Treasury Research
pricing, investors may still stay defensive. UST yields went higher Tel: 6530-8384
during Asian hours, and USD OIS now fully price a 75bp hike at the
September FOMC.
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e China reserve ratio cut. In China, the PBoC cut the required reserve .
ratio on foreign currency deposits by 200bp to 6%, effective 15 p1ps RMB: on-offshore curves
September. This will release around USD19bn of liquidity. If there is 400
any impact, the provisions of dollar liquidity could help mitigate the 200
upward pressure on USD/CNH and the downward pressure on CNY
and CNH FX swap points. However, reaction in spot and the points has
been muted, as the market had been preparing for this policy action
while the amount released is not huge. To put things into perspective,  -400
monthly gross foreign related receipt (from banks on behalf of clients)
amounts to USD200-300bn; although the net amount is much smaller,
the liquidity released still covers around/less than one month of net
balance only. This is a mild policy action, just that before the -1000
announcement some investors adjusted positions being mindful of the -1200
signal it would send. As the uncertainty surrounding this policy action
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is out of the way, back-end CNY and CNH points may well trade 2 2 8 839 2588 8
alongside yield differentials again, and as such, still face a downward NN RRRBERBRRIERER
pressure. Source: Bloomberg, OCBC

e CNY rates. The authorities have thus far relied on the RMB fixing, 33 %  Onshore RMB rates
verbal intervention and the latest reserve ratio cut to try to smooth
the RMB movement. However, the near-term direction for USD/CNY
is a function of the broader dollar and the growth worries in China, 2°
which is to the upside. Onshore CNY rates have been trading on the 77
soft side and now implied rates are not as low compared to repo IRS
as two weeks ago. Next to watch is the CNY600bn of MLF maturing on
15 September, which presents an opportunity for the PBoC to
withdraw some liquidity from the market; we expect a partial rollover 2.1
but this is unlikely to push CNY rates up meaningfully.
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e USD/SGD. SGD NEER is trading at 1.1470% above mid-point this L7

morning, similar to yesterday’s close. The NEER may stay in the range 1.5

of 1.0-1.2% above mid-point near-term, with mixed SGD performance § § § § § § § §
against trading pairs. Support for USD/SGD sits at 1.3934, while top e @ 2 2 °o °o o 9
side is at 1.4097. Source: Bloomberg, OCBC
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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
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