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Soft-landing narrative 
 
• UST yields were up overnight on better-than-expected US economic 

data. Throughout the day there were a few ups and downs in USTs as 
another solid auction came through. The 7Y coupon auction cut-off at 
3.517% was 2.1bp lower than WI level; award to primary dealer was a 
meagre 6.1% as end-user demand was strong.  USTs rallied after the 
auction, but the gains were not sustained. UST yields ended the day 5-
7bp higher. Given how dovish USD rates have been trading, some 
upside surprises on the data front supporting the soft-landing 
narrative are probably enough to trigger a correction on the day. 
Although GDP data are much lagging, the outcome showed the US 
economy started from a firmer-than-expected footing into this year; 
January initial jobless claim also came in lower than expected. Next to 
watch is tonight’s December PCE deflator. Market prices the terminal 
rate at around 5.08% but expects it to return to 4.50% by year-end; if 
recession fears subside, some of these expected rate cuts may be 
priced out. We also note the fluctuations in the 10Y yield have been 
mainly driven by real yield for most of the past months. 

 

• The Republicans are reportedly considering suspending the debt 
ceiling till end-September. This is only an interim solution but note 
even this option may not be agreed on. Nevertheless, the market 
appears to be trading on the assumption that the debt ceiling will be 
ultimately resolved, as it had been in the past. Demand for T-bills has 
been supportive. Overnight, the spread between the cut-offs at the 
4W and 8W bills narrowed further to 2.5bp; earlier this week, the 
spread between the cut-offs at the 3M and 6M bill also came in 
narrow, at 11bp. These narrow spreads partly reflect the view of 
peaking rates, and partly the lack of particular concern over the debt 
ceiling issue, amid ample liquidity in the market. Net bill issuances for 
next week have been planned at a still heavy USD60bn, although not 
as much as this week. Next focus is the US Treasury’s quarterly 
refunding update scheduled on 30 January. 

 

• SGD rates. The 1Y bill cut-off at 3.87% was at the lower end of our 
expected range of 3.85% to 4.05%, reflecting strong demand. The 
auction drew record amount of incoming bid at SGD10.5bn, resulting 
in a bid/cover ratio of 2.91x. Investors probably would like to lock in 
the return, which may still be considered as decent, for a longer period 
to guard against possible easing in rates latter into the year. The supply 
of 1Y bills is not as frequent as the 6M bills. There will only be three 
more auctions of the 1Y bill this year. Today’s focus is the reopening 
of the 10Y SGS, the first bond auction of the year. Given a period of 
absence of supply and the average size of this bond sales, the auction 
is likely to be well received. The 10Y benchmark was trading at a bid 
yield of around 2.82% this morning and we expect no surprise in the 
auction cut-off. On the data front, December industrial production 
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came in better than expected, but still shrank by 3.1% YoY. OCBC 
economists expect industrial production to stay in the doldrums in 
Q123 but should gradually stabilize in subsequent quarters.  
 

• IndoGBs traded soft on Thursday upon profit-taking flows, with FOMC 
meeting less than a week away, while BI operational twist shall 
continue to cap gains at the front-end to the belly. Foreign inflows 
continued nevertheless, with foreign holdings of IndoGBs standing at 
IDR805trn, or 15.01% of outstanding, as of 24 January. Profit-taking 
flows likely continue today with the upticks in US yields and ahead of 
domestic supply next Tuesday. Tuesday’s conventional bond auction 
has an indicative target of IDR23trn, with potential to be upsized to 
IDR34.5trn. The bond sales include the reopening of the SDGs bond 
FRSDG001, which can be used in the calculation of RPIM 
(macroprudential inclusive financing ratio). We again expect MoF to 
try to issue at least near or at target unless the market environment 
becomes overly unfavorable. BI Governor Wariyo repeated the earlier 
message that the cumulative hikes since August 2022 are enough. 
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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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