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Interest Rates Thoughts 

Mixed bond performances 
 

• DM rates. Global bonds rallied on lower oil prices, but with 
different curve dynamics. The gilt curve steepened as market mildly 
pared back BoE rate hike pricings while the long-end reaction to the 
QT plan may be done for now with 30Y bond/swap spread at -67bps 
which was not far away from the high observed in January. As the 
BoE thus far still see limited second round inflation effect, their 
monetary policy reaction function, compared to some other major 
central banks, may be more sensitive to ongoing oil prices 
developments. The UST curve, on the other hand, flattened further, 
as market held onto hawkish Fed pricings, while long-end bonds 
showed some signs of stabilization. Tonight’s auction of USD69bn 
of 2Y UST coupon bond would provide a gauge on investor demand 
at a 2Y yield which is around 87bps above effective fed funds rate. 

   

• SGD rates. We have recently revised upward SGD rates and SGS 
yields forecasts higher, to maintain an upward trajectory given our 
long-held view for upward normalization in SGD interest rates. That 
said, we are not overly bearish rates, while some interim 
retracement cannot be ruled out. First, we maintain a downward 
trajectory in our USD rates forecasts, as market pricing of the Fed 
funds rate path are already more hawkish than the latest dot-plot 
suggests. Second, before SORA move up at a more rapid pace, 
further upward moves in SGD OIS from here may be more gradual 
compared to the moves which started in July. Third, there is an 
absence of fiscal concern in Singapore which maintains a triple A 
rating, while supply is always neutral or supportive as there is room 
to calibrate supply in accordance with demand.  
 

• On supply, the size of the upcoming 15Y SGS (Infra) will be 
announced later today. We expect a modest size of around SGD1bn 
as year-to-date issuances have already been on the high side. Our 
view of SGS outperformance against swaps, based on expected 
light supply for the remainder of the year, has mostly panned out. 
At current bond/swap spread levels, room for further SGS 
outperformance against swaps has become smaller. 

 

• On SORA, as the overnight rate fluctuates over the days, 
compounded SORA, albeit being lagging, would provide a clearer 
picture of the trend. 3M compounded SORA has been trending 
higher, in line with our upward normalization view. 1M 
compounded SORA has seen higher lows and higher highs, in line 
with our expectation for non-linear move. SORA was last fixed at 
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1.2327% on 21 September, while averaging 1.18% this month thus 
far. We maintain our expectation for SORA to edge higher to 1.4% 
level by year-end – still with two-way volatilities. Implied SGD rates, 
meanwhile, has been on a steadier uptrend, which has driven up 
MAS bills and T-bills yields. But again, the upward move in bill yields 
is unlikely to be a one-way train.  

 

        
Source: Bloomberg, OCBC Group Research 

 

• MYR rates. MGS staged a relief rally last Thursday and Friday, 
before giving back some of the gains on Monday. From the high 
levels attained on 15 September, MGS yields have fallen by 
cumulative 14-24bps across 3-20Y tenors (as of 21 September). 
Long-end MGS outperformed swaps, as we last opined on 9 
September that “the bond/swap valuation starts to look attractive” 
although we remained cautious. Monday’s 7Y MGS auction 
garnered a bid/cover ratio of 2.17X, with cut-off at 3.999% and the 
tail mildly wider at 1.6bps. Considering the increases in US yields in 
the prior trading day, and the intraday volatility in the domestic 
bonds, the auction result was seen as fair. 
 

• While MGS may potentially manage to consolidate around current 
levels, room for rally in MGS is likely small. At the short end, the 
spread between 3Y MGS yield and OPR at around 70bps is wider 
than multi-year average; but with a 25bp hike in the OPR being 
priced on a 3-month horizon, there may not be too much room for 
the 3Y yield – OPR spread to narrow at current OPR level, i.e. before 
the hike is delivered. At the longer end, given recent bond 
outperformances, bond/swap spreads are back up to nearer one-
year averages.  
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• Asian rates. Month-to-date most Asian local currency government 
bonds outperformed USTs, especially at the short end, as USD rates 
rose on hawkish repricing of the Fed policy outlook while 
idiosyncratic factors have been at play in Asia local markets. At the 
2Y or 3Y tenors, the “pass-through” was higher for KTBs, followed 
by SGS and IndoGBs – still, these yields rose by less than half of the 
increases in UST yields month-to-date. On the other hand, CGBs 
even saw yields a tad lower thus far this month, retaining their low 
corrections with global yields. Looking ahead, if the moves in US 
yields remain orderly, domestic factors may continue to be the 
main driver for short end rates in Asia markets. At the longer end, 
the spillover has been bigger than that at the short end, which is 
worth monitoring.  

 

  
Source: Bloomberg, OCBC Group Research 
^as of 21 September Asia afternoon; 3Y for KTB and MGS 
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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 or in part to 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 

compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report 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 report 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 

report 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, it 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. 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”) (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). 

 

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. 

 

Privileged / 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 to BOS. It is intended solely for informational purposes and does not constitute investment advice, 

a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully 

disclosed in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more 

information about any inducements received, please contact your Relationship Manager. 
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