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Interest Rates Thoughts

UST curve bearish flattened on CPI

e USD rates. The UST curve bearish flattened overnight with short Frances Cheung, CFA
end yields rising by more than 15bps upon the CPI prints. Both Head of FX and Rates Strategy
headline and core CPI came in higher than expected, at 0.4%MoM
and 0.3%MoM, respectively. Contribution from energy to MoM CPI
inflation fell as expected, but contribution from food rose while
that from core services also edged up. Market added back to rate
hike expectation, with Fed funds futures fully pricing in a 25bp hike
at December meeting and a total of 74bps of hikes by September
2027. Goolsbee opined that the October CPI was “another
distressing report, borderline disturbing”. Before the CPI report,

Waller commented he would support a 50bp hike if inflation
continued to accelerate.

e We continue to expect a 25bp hike at the December FOMC
meeting. While our base-case for 2027 is less hawkish than market
pricings, we have been of the view that market might hold onto
relatively hawkish pricings to guard against near-term inflation
risks before the base effects for CPI turn a bit more favourable from
2Q2027 onwards. 2Y and 10Y UST yields have moved back to near
our year end expectations of 4.75% and 5.05% respectively. Interim
risk is further to the upside for the 10Y yield given the flat curve —
with 2s10s at 26bps and 5s10s at 18bps, the appetite for duration
is unlikely to be great. Overnight’s uptick in the 10Y yield was more
driven by real yield instead of inflation expectations, which may be
seen as the bearish performance of the 10Y TIPS itself.
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e SGD rates. SGD OIS were paid up by 5-8bps at open in a steepening
manner vs a flatter USD OIS curve overnight. This followed notable
flattening of the SGD OIS curve across various segments over the
past weeks. After this morning’s moves, the 1s2s, 1s3s, 1s5s and
2s5s segments were still at more than two and a half standard
deviations narrower than 3-month averages. The previous
retracement lower in SGD OIS and a relatively flat OIS curve may
attract some corporate hedging flows up to the 5Y tenor. SORA
eased to 1.5905% on Tuesday, after rising to 1.7446% on Friday
ahead of the long weekend. SORA has continued to fluctuate over
the days, but it remains on a gradual upward trajectory. 3M
compounded SORA was last at 1.34%, on track to reach our long-
held expectation for around 1.4% towards year end. More recently,
SORA fixings were higher, averaging 1.55% for the first six business
days of November.

e On cash sside, long-end SGS underperformed, with the 20Y and 30Y
yields up by cumulative 10-11bps from Friday’s close. On Friday
evening, MAS released 2027 SGS issuance calendar. The first
auction of 2027 is a new issuance of a 30Y SGS (MD) on 27 January,
which might explain the underperformance of long-end SGS. Our
preliminary expectation for 2027 gross SGS issuance amount is at
SGD27.5-29.5bn. As usual, MAS can calibrate the issuance sizes of
each bond depending on prevailing market demand and liquidity
conditions (for more details, please read 2027 SGS issuance
calendar, 11 November 2026). Today brings the auctions of 4W,
12W and 36W MAS bills. Cut-off at the 12W MAS bills may come in
nearer the 2% level as implied SGD rates have gone up notably over
the past week.
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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 entfity,
a “Relevant Entity”) in breach of any law, rule, regulation, guidance orsimilar. 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 I, 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
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neither given nor endorsed.
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