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Interest Rates Thoughts 

USTs in ranges; MAS bills auctions 
 

• USD rates. The UST curve bearish steepened mildly on Friday. USTs 
have shown little reaction to the weekend development in 
Venezuela thus far. Over recent sessions, 2Y UST yield was little 
changed as market has held onto rate cut expectations, albeit 
having pushed out slightly the timing of expected cuts. Fed funds 
futures last priced a total of 57bps of cuts for 2026; although this is 
more dovish than our base-case for 25bps, such pricing may be 
sustained given the downside risk in the US labour market, thereby 
keeping the 2Y yield in the 3.40-3.50% range for now. We do not 
see material downside to short-end UST yields, and some mild 
upticks in yields cannot be ruled out. Fed’s Paulson opined modest 
additional rate cuts could be appropriate later this year, if inflation 
moderates and the labour market stabilizes – which she expects. 
The December FOMC minutes continued to reflect a divided 
Committee, given the downside risk to the labour market and 
upside risk to inflation.  
 

• 10Y UST yield at 4.00-4.20% continues to look fair, which is 
consistent with breakeven in the range of 2.20-2.30% and real yield 
in the range of 1.80-1.90%. We have a mild downward bias to 10Y 
UST yield from current level, amid a neutral supply outlook, but 
more substantial downside to below our expected range would 
probably require real yield to break lower; the likelihood of this 
happening is low at this juncture given the resilience of the US 
economy. Combining our 2Y and 10Y yield view, we therefore have 
a flattening bias on the 2s10s segment of the UST curve. 

 

 
Source: Bloomberg, OCBC Group Research  *5 January Asia morning 
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• SGD rates. There are the usual MAS bills auctions on Tuesday 6 
January. We expect the spread between cut-offs and implied rates 
to narrow passing year-end. That said, as 1M implied SGD rate was 
trading higher at around 1.31% level this morning, the 4W MAS bill 
cut-off may come in the range of 1.55-1.60%. 12W MAS bill cut-off, 
meanwhile, is expected at 1.48-1.53%. On SGD OIS, our forecasts 
have already assumed an upward normalization in SGD rates, but 
market overshot our expectation for some tenors. Interim 
retracements in SGD rates cannot be ruled out, especially with 
SORA the overnight rate itself staying soft.  
 

 
Source: MAS, Bloomberg, OCBC Group Research   
 

 

• CNY rates. PBoC net withdrew CNY468.8bn of liquidity via daily 
OMOs this morning, which is not unusual as year-end passed. There 
are a total of CNY841.3bn of reverse repos maturing for the rest of 
the week; some further liquidity drainage is likely. More important 
is the provision of medium-term liquidity. In the month, CNY1700bn 
of outright reverse repos and CNY200bn of MLF mature. PBoC has 
net injected liquidity via both instruments over the past months, 
and we expect the central bank to stay supportive. Short-end repo-
IRS are likely to stay anchored around the 1.5% level, although 
bigger downward move may not happen until the next interest rate 
cut.    
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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 Investment Research Private Limited (“OIR”), 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, inte rests 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, OIR, 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, OIR, OSPL and their respective connected and associated corporations shall be understood 

as neither given nor endorsed. 
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