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Interest Rates Focus

10Y SGS Auction Preview

e Auction size. The size of the 10Y SGS (reopened) (01 Aug 2036) Frances Cheung, CFA

auction on 27 August is SGD1.8bn, with MAS intending to take Head of FX and Rates Strategy
SGD200mn. The size is within our expected range of SGD1.8-2.0bn,

as we earlier noted YTD SGS issuances had already been on the high

side and hence likelihood was for modest auction sizes for the

remaining three auctions (including the 10Y) of the vyear.

Outstanding amount is currently at SGD11.6bn and remaining tenor

is approximately 9 years and 11 months.

e We expect demand at the auction to be solid, with the 2s10s
segment relatively steep compared to own history and to the UST
curve. A bond/swap spread (OIS - yield) at 5bps or below is likely
seen as supportive.

e SGS curve and bond/swap spread. SGS rallied on Monday following
the announcement of the size last Friday, with the 10Y and 15Y SGS
outperforming on the SGS curve, suggesting the size was smaller
than market expectation. The 2s10s segment is still relatively steep,
at more than one standard deviation wider than 3-month average.
In comparison, the long end part of the curve - 10s20s and 10s30s
spreads are narrow as usual. The 2s10s SGS segment is also steeper
than the 2s10s UST segment. 10Y bond/swap spread (OIS — SGS
yield) is mildly positive, not as high as levels observed during April-
June. The bond was last quoted at 2.307%/2.216% as per
Bloomberg, with bond/swap spread at around 3bps (mid).
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o Supply. After this upcoming 10Y SGS auction, there are two more
auctions scheduled for the remainder of the year (15Y reopened
and 5Y new), plus an optional mini auction. Assuming the October
mini-auction does not go ahead and modest sizes of the remaining
auctions, gross issuance may still amount to around SGD28.5bn,
representing a quicker pace of growth in outstanding SGS than that
of last year. We therefore expect modest auction sizes ahead.

e Recent bills auctions. At the MAS bills auction this week, 4W MAS
bills cut off at 1.40%, versus 1.42% at last week’s auction, in line
with implied rate move. 12W MAS bills cut off at 1.49%, versus
1.47% at last week’s auction, widening its spread with implied rate
to around 18bps, nearer our assumption of 20-25bps. On a multi-
month horizon, our expectation has been for MAS bills cut-offs to
edge higher towards the 1.6% level by year end, but the expected
upward move is unlikely to be linear. Similarly, 6M T-bill cut-off has
been on a broad uptrend over the past months, but the most recent
cut-off of 1.56% was 3bps lower than this year’s high of 1.59%. Cut-
off at the 6M T-bill auction on 27 Aug is expected at 1.55-1.60% as
per this morning’s implied rate level.
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This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole orin part fo any other
person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments
mentioned herein or to participate in any particular trading or investment strategy. 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
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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
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report may cover a wide range of fopics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or
financial planning. Accordingly, it should not be relied on or freated as a substitute for specific advice concerning individual situations. Please seek advice from a
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you make a commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether
the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (*OCBC Bank”), Bank of Singapore Limited (“BOS"), OCBC
Securities Private Limited (*OSPL") and their respective 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 or securities related services to such issuers as well as other parties generally. 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, BOS, OSPL 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”) (fogether 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 Il, as
implemented in any jurisdiction).

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets
or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.

Privleged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for
delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this
document that do not relate to the official business of OCBC Bank, BOS, OSPL and their respective connected and associated corporations shall be understood as
neither given nor endorsed.
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS") and Oversea-Chinese
Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or
consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this
material, other than where such loss is caused solely by BOS' or OCBC Bank's wilful default or gross negligence.

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you.

For BOS clients in the United Kingdom:

This research has been prepared by OCBC Bank and made available fo BOS. It is intended solely for informational purposes and does not constitute investment advice,
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