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Key Themes 
 

1. After Delta, here comes Omicron. While supply chain bottlenecks and 
persistent inflation prints have not materially subsided, recent economic 
indicators including those from US and China do not point to a rapid loss of 
growth momentum. However, the emergence of the more transmissible 
Omicron variant contributed to a kneejerk market pullback, although anecdotal 
evidence suggests mild symptoms so far. Headed into the year-end, trading 
liquidity and volumes are likely to dry up, while familiar headwinds like the US 
debt ceiling and China’s continued prioritization of common prosperity 
objectives remain. Still, barring any nasty surprises, 2021 has been a relatively 
benign year for risk assets even though the global bond yield market 
recalibration has begun as investors frontloaded hawkish rate hike expectations 
across the FOMC, BOE, and even the BOE. 
   

2. The key is whether the Great Re-opening theme will be derailed with Omicron? 

If you recall, many tourist hubs in Asia, including Singapore, have recently 
opened up to great expectations that this could aid the recovery of 
lagging sectors like aviation and hospitality-related industries. With the 
Omicron variant, there could be some downside growth risk due to its 
greater transmissibility, albeit this could be mitigated by less severe 
symptoms. It may be premature to gauge if economic growth and bank 
loans demand would be significantly dented by Omicron at this juncture, 
but I suspect it may not materially move the needle for 4Q21 growth 
momentum unless current vaccines are useless against this variant 
and/or international borders lock down again. 
 

3. China’s Central Committee of the Communist Part of China (CPC) concluded its 
sixth plenary session in early November. The meeting adopted a landmark 
resolution, third in Party’s 100-year history. The 2021 resolution showed that 
CPC is more confident in seeking a development path based on China’s own 
culture and history. From market perspective, the smooth political transition will 
give China more room to contain those tail risks to strike a balance between 
breaking new ground and remaining committed to self-reform. China has moved 
swiftly recently to contain the tail risks such as property debt problem, energy 

crunch and US-China relationship. One of the most important changes in 
November is that China’s top leadership reiterated that growth is still the top 
priority in pursuit of common prosperity and defusing financial risk. This is likely 
to alleviate the concern about the loss of growth momentum. Overall, we expect 
Chinese economy to grow by 8.2% in 2021.   

4. The OCBC SME Index (SMEI) is expected to decline to 50.5 in November from 
51.2 in October but remain expansionary above the 50 handle for the 10th 
consecutive month. 

5. Oil falls. A coordinated release of oil reserves from the US, China and four other 

countries briefly pushed prices below $80/bbl. The emergence of a new 

coronavirus variant also added selling pressure to oil. As repeatedly mentioned, 

we are not of the opinion oil is headed for $100 – with the latest headwinds, we 

expect oil to continue trading around the $80 level for the time being. 
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Asset Class Views 

 House View Trading Views 

FX
 

G-10 FX:    The advent of the Northern hemisphere heralded the resurgence of 
sorts for the COVID-19 pandemic, first through the rapid rise in cases in Europe 
and then the Omicron variant. Europe has re-imposed restrictions, to the 
detriment of the EUR and European complex. The Omicron variant, for now, 
should be regarded more as a risk-off market noise with limited impact on the 
macro-outlook, unless new research proves otherwise. Nevertheless, these 
developments are likely dominate market attention early in December. Our near-
term playbook is a defensive one. Stay short on AUD-USD and USD-JPY as a near-
term risk hedge.  
Further out, however, we do not believe that recent COVID-19 developments will 
upend the monetary policy landscape into 1H 2022. The hawkish Fed continues 
to be the central assumption. The Fed narrative is currently about a faster pace of 
tapering, which may then develop into a consensus for a three-rate hike in 2022 
lift-off trajectory. This implies a Fed that is catching up to an elevated market-
implied rate hike expectations and should be fundamentally USD positive. In 
contrast, the ECB continues to cling on to the “transitory inflation” theme and 
prefers optionality in reducing its asset purchases – this Fed-ECB divergence 
leaves us to be fundamentally EUR-negative. This argument extends to the Fed-
BOJ space as well. Prefer to be long USD-JPY beyond the immediate risk-off 
episode. The RBA have scope to be more neutral, especially if the elevated 
commodity complex supports the external sector. We reduce our AUD-negative 
bias in the medium term.   
 

Near-term risk-off trades 
as a play on COVID-19 
concerns: short USD-JPY, 
short AUD-USD 
 
 
Medium term: Buy USD 
on dips against JPY and 
EUR.   

Asian FX and SGD:  Omicron variant expected to have a typical risk-off effect on 
most Asian currencies, although excessive losses are not expected given RMB 
resilience and authorities being at task at defending key support levels. The THB 
may be worst hit. Much of the Oct-Nov gains are a reflection of tourism optimism. 
The spike in cases in Europe and the Omicron variant will only further delay the 
actual return of the tourists and trigger a reconsideration of THB gains. In 
Singapore, the heavy SGD NEER appears to run contrary to the domestic macro-
outlook. The base case scenario remains for the April 2022 MAS MPS to be live for 
another slope steepening move. Thus, the SGD NEER should stay supported into 
1Q 2022. For now, dips below +0.50% above parity should be seen as an 
opportunity to enter long SGD basket trades for a medium-term time horizon 
 

Long USD-THB  
Long SGD basket on dips 
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We maintain our view that Brent has likely peaked for 

now and may consolidate around the $80 level in the near 

term.  

The combined effects of a coordinate reserve 

supply release across six countries including 

the US, as well as the emergence of a new 

coronavirus variant, are likely to add to oil’s 

downward pressure in the near term. 

Down 

Gold may receive a boost in the near term on fears that 

the new coronavirus variant may dampen global 

economic recovery. 

We do not expect outperformance in gold 

given that the Fed has begun tapering and 

may raise its key rate as early as June 2022. In 

the interim, however, a flight to safety may 

push gold higher. 

Up 
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1 Arrows point to direction of interest rates and bond yields  

 House View Trading Views1 
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UST yields have experienced twists and 

turns over the past month, amid a 

confluence of factors, the latest being virus 

variant worries and Powell’s hawkish 

comments.  

 

The last two FOMC minutes revealed that at 

the time of the taper discussion/decision, 

some members already favoured a faster 

taper pace. Powell added to this opinion, by 

saying the end of taper can be moved up by 

“a few months”. We reckon asset 

purchases may end either after the 

March/April round of buying or the 

February/March round of buying. These 

scenarios also match what Bostic flagged as 

“early second quarter” or “late first 

quarter”. 

 

Fed fund futures are pricing in around two 

to two and a half rate hikes by end-2022, 

which does not look overly aggressive.  This 

profile does not represent too packed a 

schedule if taper is completed before mid-

2022. 

 

In UK, recent BoE rhetoric – including a 

watered-down version of Bailey’s previous 

remarks about the need to act – points to 

higher uncertainty surrounding the 

December policy rate decision.  

 

ECB has continued to lean on the dovish 

side, brushing aside inflation as temporary. 

Focus at upcoming MPC meetings is on the 

successor to PEPP and/or change to APP. 

USD rates:   After moving in a 26bp range in the past month, the 
10Y UST yield is trading near the low end. The evolution of the virus 
situation is the key swing factor in the near term, but over the 
medium-term our bias remains for the deeply negative real yield 
to move higher pushing nominal yield higher. Meanwhile, inflation 
expectations are likely to be sustained. That said, after the recent 
downward adjustment in yields and with the fluid virus situation 
for now, the 10Y yield is likely to trade in a lower expected range 
of 1.40%-1.60% near-term. Undershooting in yields cannot be 
ruled out but some investors may see it as an opportunity to 
offload some positions. 

↑ 

Asian rates:    SORA OIS were paid up for most of the past month, 
before easing slightly of late. The 6M and 1Y SORA OIS have moved 
mildly away from the implied SGD rates from the USD LIBOR curve; 
these rates however remain elevated compared to the implied SGD 
rates from the USD SOFR OIS curve. We expect front-end SORA to 
gradually revert to what is implied by USD SOFR OIS. On the bond 
side, despite the 2022 issuance schedule being light at the long 
end, the 10Y SGS did not manage to extend its outperformance 
over USTs. Our medium-term view remains that long-end SGS shall 
outperform USTs, based on a more prudent fiscal position in 
Singapore and in the absence of direct QE withdrawal impact in the 
SGD market. 

 

As for IndoGBs, domestic conditions – supportive liquidity and lack 
of supply – shall stay favourable through year-end, but external 
yield movement and the general risk sentiment are the key swing 
factors, which are likely to prevent IndoGB yields from breaking 
lower decisively. 

 

3Y and 5Y MGS yields shall consolidate around current levels in the 
absence of a hawkish monetary policy outlook domestically.  BNM 
continues to see inflation pressure to stay contained and has 
signalled it is not looking to hike rate next year. 2022 budget deficit 
was announced at 6% of GDP; although a tad higher than we had 
expected, it nevertheless represents a plan for some consolidation.   

 

CGB yields shall settle at a lower range of 2.8-3.0%, as this year’s 
LGB supply is mostly out of the way, although market await the 
2022 quota and issuance plan. The PBoC has relied on short-term 
tools to support liquidity. Maturity profiles of MLF and NCDs are 
heavy in December. Against this policy and liquidity outlook, CNY 
rates are likely to trade in ranges in the coming weeks. 

 

 

 

 

 

 

 

 

 

↑ 
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While UST 10Y hit an intramonth high of 1.68% after the conclusion of 
November’s FOMC meeting and the release of a higher-than-expected 
Consumer Price Index (“CPI”) reading, yields eventually retraced near the 
end of the month to 1.50% as new developments surrounding the Omicron 
variant spooked markets. Amidst a crowded month of events, US President 
Biden renominated Jerome Powell as the Fed Chairman, as well as 
appointed current Fed Governor Lael Brainard as the Fed Vice Chair. This is 
seen by investors as a continuity in the Fed’s current monetary policy, bar 
a major development of the Omicron variant. Consequently, intramonth 
volatility for yields has been high as investors react to each event. In the US 
bond market, investment grade and high-yield spreads both widened m/m, 
with the latter notably spiking after the emergence of the Omicron variant. 
In the primary market, US investment grade issuances fell 6.5% m/m from 
USD120.4bn in October to USD112.6bn in November, while US high-yield 
issuances rose 2.8% from USD34.8bn in October to USD35.8bn in 
November. With the holiday season incoming, issuances in the US primary 
market are expected to significantly slow down as per historical norms. 
 
In the Asiadollar space, USD23.9bn was priced through November, falling 
28% from October’s volume. This makes two months in a row that issuances 
have fallen ~28%, with a portion of that trend likely attributable to the 
inability of Chinese high-yield developers in accessing the debt capital 
market. While there have been reports of the Chinese government slightly 
easing up on credit measures to boost liquidity for developers, uncertainty 
still continues to plague the Asiadollar high-yield space as household names 
such as Kaisa Group and China Evergrande Group hover on the brink of 
bankruptcy. As such, high-yield corporates spreads in Asia are likely to 
remain at elevated levels until a significant resolution is reached for these 
developers. Separately, the largest deal in the Asiadollar market came from 
SF Holding Investment, the HoldCo for China’s second largest courier SF 
Express, which priced a USD1.2bn debt offering in three parts. 
 
The SGD space saw lower issuances m/m with SGD1.925bn priced in 
November, 37% below October’s volume. The largest deal of the month 
came from the Housing & Development Board, which priced a SGD1.0bn 5-
year senior unsecured bond at 1.645%. An interesting issuance came from 
Temasek Holdings (Private) Ltd which priced a SGD500mn 5-year bond at 
1.8%, which was split into equal portions of SGD250mn for retail investors, 
and institutional and accredited investors. The portion allocated to retail 
investors was upsized from an initial amount of SGD125mn to SGD250mn 
after overwhelming demand from public investors. Other notable deals 
include Keppel Infrastructure Trust’s SGD200mn 5-year senior unsecured 
bond, Cromwell European REIT’s SGD100mn perpNC5 subordinated bond, 
and Olam International Ltd’s SGD125mn re-tap of its 5.375%’PERP. 
 
Looking ahead, December could be a volatile month depending on the 
severity of the Omicron variant’s mutations and whether China’s high-yield 
developers will be able to pay its debt obligations 

SOCGEN 6.125%-PERP:   
For SOCGEN, fundamental 
performance has continued 
through 2021 highlighting the 
historically balanced contributions 
of its main business divisions. A 
new strategic plan covering 2022-
2025 will be announced next year. 
Until then, management continue 
to implement its’ refocusing 
strategy. Considering its solid 
performance, the current yield to 
call is attractive in our view. 

↑ 

SGREIT 3.85%-PERP:  This REIT 
perpetual is now trading at a yield 
to call of 3.98% with first call in 
December 2025. Despite no step-
ups, we think the wide initial 
margin of 329.2bps provides some 
mitigation against rising interest 
rates. 

↑ 
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Macroeconomic Views 

 House View Key Themes 

U
S 

The US economy remains resilient, but 
supply chain bottlenecks are contributing to 
more persistent elevated inflationary 
pressures. The FOMC announced at the 
November meeting that it will start tapering 
its November UST by US$10bn and MBS by 
US$5bn from the current 120bn monthly 
purchases. However, with the latest 
announcement the taper cycle will likely 
accelerate. We expect tapering to complete 
by “early second quarter” around 
March/April, “a few months” earlier from 
our initial call of completion by mid-2022. 

Our house view has been adjusted to two 
rate hikes in late 2022, especially with an 
increased risk of a faster taper cycle.  

US President Biden has reappointed Jerome Powell as the Federal 
Reserve’s Chairman for his second term, with Dr Brainard serving as 
the Vice Chair of the Board of Governors. With CPI consistently 
hovering at the 5% level since May and testing the 6% threshold in 
October, supply chain issues have been more entrenched and severe 
than expected. The Fed surprised markets on the 1st of December 
by signalling a possible change in policy direction. Powell retired the 
word “transitory” in describing inflationary pressures and mentioned 
that the central bank will discuss a faster pace of asset purchase 
tapering in the December 14-15 FOMC meeting. With tapering likely 
being completed “a few months” earlier because inflation is “more 
persistent”. Short term UST bonds came under selling pressure this 
month and Fed fund futures are pricing in around two and a half rate 
hikes by end-2022 

EU
  

The ECB maintains it will keep its main 
refinancing rate at 0% for 2021 and 2022. 
With inflation ticking higher, the increase in 
Covid-19 cases in Europe is unlikely to tilt the 
ECB towards the dovish side from here. It is 
unlikely that a policy change will occur in 
terms of a rate hike but expectations for a 
formal announcement of tapering are still 
present for the December meeting. Previous 
guidance has suggested that PEPP purchases 
will end in March 2022.  

 

With a recent resurgence of Covid-19 cases in Europe, increased 
restrictions and lockdowns in Austria, mobility is expected to slow 
slightly in the region.  The ECB has maintained its dovish stance as 
president Lagarde insisted that current inflationary pressures are 
transitory and should remain below the 2% medium-term target. 
Lagarde also reiterated that a rate hike in 2022 would be “very 
unlikely” and that the ECB “must not rush into a premature 
tightening of monetary policy.” Her comments came in response to 
markets jitters for a rate hike in 2022 as well as Eurozone inflation 
hitting 4.1% yoy in October, a 13-year high. Eurozone Q3 GDP rose 
2.2% qoq while the ECB’s long-term inflation forecasts are 2.4% in 
2021, 2.2% in 2022 and 1.5% in 2023.   

Ja
p

an
 

The BOJ has maintained its ultra-loose 
monetary policy, defying the global trend of 
withdrawal of policy accommodation. 
Japan's unique situation of slower growth 
and low inflation will keep the BOJ behind 
the other major central banks in 
contemplating a taper or rate hike. While the 
economic stimulus package could aid 
spending and slightly boost growth, this is 
dependent on the willingness for individuals 
to spend. In 2020, similar handout policies 
caused the savings rate to reach a 20-year 
high. This indicates conservative spending 
behaviour in the ageing population.   

Japan’s GDP shrank 3.0% qoq annualized due to a decline in exports 
and consumption. New PM Kishida’s government has launched a 
record $490 billion stimulus in a bid to increase consumption and 
growth. The bulk of spending is expected to be in the form of 
transfers to low-income families with children under 18 as well as a 
pay raise for nurses and healthcare workers. Nonetheless the 
outlook had improved slightly as Covid-19 restrictions became 
looser, but this is now potentially overtaken by Omicron. Meanwhile, 
raw material prices have pushed Japan’s wholesale inflation to a 13-
year high, but consumer inflation is soft as weak domestic spending 
prevents firms from passing on higher costs to households. The BOJ 
maintains that the economy will grow at 3.4% in 2021 a downgraded 
figure of its previous 3.8% forecast.  
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After an upwardly revised 3Q21 GDP growth 
estimate, full-year growth prospects now 
stand around 7% yoy. The 2022 official GDP 
growth forecast of 3-5% is in line with our 
expectations. Notably, the references to 
downside risks arising from global supply 
chain disruptions contributing to persistent 
elevated inflationary pressure going ahead 
cements our expectation that another April 
monetary policy tightening is on the cards, 
but the reiteration of an uneven domestic 
recovery, namely in the consumer-facing, 
construction and marine & offshore 
engineering sectors may muted any further 
frontloading of more hawkish expectations 
at this juncture in our view.   

Singapore’s 3Q21 GDP growth surprised by its significant upward 
revision to 7.1% yoy (1.3% qoq sa) from the initial estimate of 6.5% 
yoy (0.8% qoq sa). Manufacturing, construction and services sectors 
grew 7.2%, 66.3% and 6.3% yoy respectively. This revised 3Q21 GDP 
data print now brings full-year 2021 GDP growth closer to 7% which 
is the higher end of the official 6-7% forecast range. Even if 4Q21 
GDP moderates slightly to around the 5% yoy handle, which still 
lends itself to a stellar full-year growth performance of around 7.2% 
yoy. One potential game-changer is the opening up of Vaccinated 
Travel Lanes which could help revitalise the beleaguered aviation 
and hospitality-related sectors including F&B and retail industries.  
Depending on the pace of re-opening of borders, this would be 
beneficial to bolstering Singapore’s economic recovery into 2022 The 
land VTL with Malaysia could potentially aid the recovery in the 
domestically-oriented services sectors by allowing much-needed 
workers to return. 
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At 3.51% yoy, Indonesia’s Q3 GDP print came 
below what the market and we had pencilled 
in at 3.9-4.0%. However, more recently, the 
country appears to have gotten a handle on 
the pandemic situation. While Indonesia may 
remain ‘hostage’ to any new pandemic wave 
due to the relatively low vaccination rate – 
with 33% of population inoculated – in the 
near term, the recent resurgence appears to 
have ebbed away. As a result, consumer and 
business sentiments have started to show 
signs of life yet again, that should pave the 
way for an uplift in momentum. Overall, we 
see growth recovering to 5.0% in 2022, 
compared to what is likely to be 3.7% in 
2021. 

Indonesia posted another month of favourable trade numbers due 
to commodities uplift. Exports grew at a faster pace of 53.35% yoy in 
October, compared to 47.6% in the prior month. This came better 
than the market expectation of 44.37% growth. In terms of 
destination, exports to China ballooned to 107.5% yoy, marking a big 
uptick due to coal in particular due to the demand caused by the 
recent power crunch episode in China. Hence, even though imports 
did grow sizably by 51% yoy during the period, the great uptick in 
exports means that trade balance remained well in the surplus 
territory. Indeed, Indonesia saw a record high trade surplus of 
USD5.73bn in October. The high trade surplus should help curtail 
Indonesia’s current account deficit – and provide a buffer against 
portfolio outflows should global market sentiment takes a dip in 
2022. Another useful buffer is the fact that foreign bond holdings 
have declined in its relative importance in recent years due to 
greater participation by Bank Indonesia. 

C
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The Chinese economy grew by 9.8% yoy in 
the first three quarters of 2021. The 
economy is expected to slow down further to 
sub 3% in 4Q due to base effect and looming 
event risks such as property tightening, 
sporadic outbreak of covid-19 and power 
shortage. Despite the deceleration of 
Chinese economy, we see a lower chance of 
further monetary easing as China may turn 
to fiscal policy to support the growth.    

China has moved swiftly recently to contain the tail risks such as 
property debt problem, energy crunch and US-China relationship. On 
property, China’s top leaders and regulators reassured the support 
for reasonable funding demand. China’s banking regulator also said 
banks will support genuine housing demand with favourable loan to 
value and mortgage rate for first time buyers. In addition, there are 
news that some tier-1 cities have sped up the mortgage 
disbursement. On the US-China relationship, although there are no 
concrete announcements from the Xi-Biden virtual meeting on 16 
November, we see the meeting as a positive development. President 
Xi’s comment that China is patient and seeks peaceful reunification 
with Taiwan may also reduce market jitters about any escalation to 
conflict. 
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Hong Kong’s 3Q21 GDP growth slightly 
missed expectation at 5.4% yoy, amid the 
high base last year and the weak 
performance of the frozen tourism industry. 
On a brighter note, Hong Kong is edging close 
to reopening its border for quarantine-free 
travel with the mainland, setting stage for 
rebound of tourism related sectors in coming 
quarters. 

In 3Q21, the key economic driver was private consumption (+7.1% 
yoy), bolstered by the improving labour market and the e-
consumption voucher scheme. Growth in fixed capital formation and 
goods export slowed to 10.8% yoy and 14.2% yoy respectively, likely 
dragged down by China’s regulatory crackdown and energy crunch. 
A moderation in the October trade and PMI data may cast doubts on 
the recovery pace for the rest of 2021. We maintain our 2021 GDP 
growth forecast at 6%, albeit the recovery remains uneven and 
multiple downside risks still warrant caution. Good progress was 
made on exploring the resumption of quarantine-free travel 
between Mainland and Hong Kong, which could give inbound 
tourism a long-awaited boost, barring any major virus outbreak. 

M
ac
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Macau’s GDP rose 32.9% yoy in 3Q, marking 
the second positive quarterly growth, but 
the weaker-than-expected visitor arrivals 
and gross gaming revenue in October were 
not encouraging signs. The economic 
recovery remained sluggish, with export of 
services remaining far below that of 2019. 
Therefore, we downgrade Macau’s 2021 
GDP forecast to 15% yoy from the previous 
estimate of 20%. 

Visitor arrivals dropped significantly (-43.6% yoy) in October after 
the city cancelled its plan to reopen the border with Zhuhai right 
before the China’s National Golden week. Gross gaming revenue 
remains 40% below that of October 2019, suggesting the tourism 
and gaming sectors are still far from a full recovery amid the virus 
resurgence and the ongoing border control measures. This may cap 
the 4Q economic recovery. Macau’s FY2022 policy address on 15 
November allocated a record amount to promote stable recovery, 
while earmarking MOP18.3 billion with a goal of boosting public 
infrastructure investment. The government also elaborated on plans 
to accelerate economic diversification under the Hengqin 
development plan and hinted that there will be revisions to gaming 
laws, although the current system would allow licenses to be 
extended beyond the June expiry. We tip the six existing licenses to 
be renewed, but with no new license, as gaming tax remains a key 
avenue to create jobs and promote infrastructure development.  
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Malaysia’s Q3 GDP 2020 presented a 
considerable miss, showing that the 
economy contracted by 4.5% yoy, instead of 
2.3% that we had in mind, from growth of 
16.1% in Q2. Private consumption bore the 
brunt of the hit, shrinking. Exports offered a 
brighter spot, but the degree of uplift was 
more curtailed than expected. Investment 
activities slumped too. Overall, even though 
the data was obviously a miss and is a 
constant reminder of the havoc that the virus 
can still cause for the economy, Malaysia is 
in an undoubtedly better place now in large 
part due to the high level of vaccination rate 
that should offer the economy at least some 
immunity from future resurgence bouts. 

We see 2022 growth at 5.0% yoy, compared to what is likely to be 
3.2% yoy in 2021. This is conservative compared to the official 
forecast of 5.5-6.5%. This is primarily due to how consumption 
recovery may be more curtailed, as households focus on rebuilding 
their savings, due to the depleted EPF retirement accounts. Still, set 
against the backdrop of growth recovery expectation, Bank Negara 
is unlikely to shift away from its static stance in 2022. Despite the 
considerable challenges posed by the extended pandemic bouts in 
2021, BNM did not cut its rate over the period. Heading into 2022, 
BNM has shifted its language a tad, by emphasizing how it remains 
of the view that inflation pressure will stay contained despite the 
recent commodity upticks. It is a signal that it is not looking to hike 
its policy rate into the new year. We see inflation staying contained 
at 1.5% average for 2022Hence, from a domestic angle, BNM should 
have the space to keep rate unchanged as long as global rate hike 
expectations do not get out of hand. 

Th
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 Thailand’s economic situation is improving 

but the BoT’s benchmark rate is likely to 
remain unchanged through 2022. 

Economic data has started to look increasingly robust for Thailand 
and we expect the economy to have bottomed out in Q3 2021. The 
BoT expects almost 4% yoy next year, propelled by the gradual 
return of tourism. We expect BoT to continue keeping its key rate 
static in 2022, however, after growth in 2021 heavily disappointed. 
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We expect BoK to remain hawkish in 2022 
and to perform two more rate hikes in next 
year. Our projections estimate consumer 
inflation in 2022 at 1.8% yoy vs the BOK’s 
inflation target of 2.0%. Another two rate 
hikes will send its key rate to a projected 
terminal rate of 1.50%. The timing of these 
rate hikes should roughly come in during Q1 
2022, and another in Q3 2022. 

 

The BoK’s inflation target for 2022 is 2.0%. Even so, we expect BoK 
to maintain a cautious stance towards imported inflation, given the 
global supply chain bottleneck and high oil prices. Hence, we see BoK 
adopting a pre-emptive stance to keep consumer prices in check 
with two rate hikes next year. The BoK has already hiked its key rate 
twice in 2021 with the 7-day Repo Rate now standing at 1.00%, 
making it one of the most hawkish central banks in Asia.  
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We expect BSP to keep its benchmark 
interest rate constant at 2.00% through this 
year and into 2022. We have downgraded 
Philippines’ 2022 GDP growth estimate from 
7.0% to 6.8% yoy as increased costs of 
imports and production are likely to weigh 
on economic growth next year. The BSP 
should allow for inflation to moderately 
increase above their upper bound inflation 
target of 4.0% as oil prices continue to 
fluctuate in the short term.  

 

With oil prices easing recently due to the recent Omicron variant, so 
has inflationary pressures on the economy in the short term. The 
market expects the BSP to continue holding its benchmark rate at 
2.00% in 2022 and may only perform its first-rate hike in early 2023 
as the country continues to focus on economic recovery. The central 
bank is also expected to continue reducing the RRR, as part of their 
plan to bring down the said rate to “single-digit” before Governor 
Diokno’s term ends in 2023. The RRR is expected to end 2021 at 
12.0% and possibly be reduced to 10.0% by the end of 2022. This 
would boost lending activity and stimulate economic recovery within 
the Philippines. 
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FX/Rates Forecast  
USD Interest Rates Current 4Q21 1Q22 2Q22 2022 2023 

Fed Funds target (Upper) 0.25% 0.25% 0.25% 0.25% 0.75% 1.50% 

SOFR 0.05% 0.05% 0.06% 0.08% 0.55% 1.05% 

1M LIBOR 0.09% 0.13% 0.14% 0.17% 0.65% 1.15% 

2M LIBOR 0.13% 0.18% 0.20% 0.24% 0.67% 1.23% 

3M LIBOR 0.17% 0.23% 0.28% 0.37% 0.68% 1.28% 

6M LIBOR 0.24% 0.26% 0.31% 0.38% 0.70% 1.30% 

12M LIBOR 0.38% 0.41% 0.46% 0.52% 0.85% 1.35% 

1Y USD IRS 0.39% 0.36% 0.41% 0.47% 0.80% 1.32% 

1Y SOFR OIS 0.23% 0.24% 0.29% 0.32% 0.60% 1.02% 

2Y IRS 0.81% 0.80% 0.85% 1.00% 1.50% 1.95% 

2Y SOFR OIS 0.59% 0.60% 0.65% 0.77% 1.22% 1.63% 

5Y USD IRS 1.27% 1.34% 1.40% 1.50% 1.85% 2.05% 

5Y SOFR OIS 1.01% 1.11% 1.15% 1.25% 1.55% 1.70% 

10Y IRS 1.49% 1.70% 1.80% 1.90% 2.15% 2.40% 

10Y SOFR OIS 1.23% 1.45% 1.55% 1.65% 1.90% 2.10% 

15Y IRS 1.59% 1.80% 1.92% 2.05% 2.30% 2.50% 

20Y IRS 1.63% 1.82% 1.95% 2.10% 2.35% 2.55% 

30Y IRS 1.59% 1.77% 1.90% 2.05% 2.30% 2.50% 

SGD Interest Rates Current 4Q21 1Q22 2Q22 2022 2023 

SORA 0.13% 0.16% 0.16% 0.18% 0.38% 0.80% 

1M SIBOR 0.30% 0.30% 0.31% 0.38% 0.56% 1.00% 

1M SOR 0.25% 0.30% 0.30% 0.36% 0.54% 0.98% 

3M SIBOR 0.44% 0.44% 0.45% 0.56% 0.67% 1.15% 

3M SOR 0.32% 0.36% 0.38% 0.44% 0.60% 1.10% 

6M SIBOR 0.59% 0.59% 0.60% 0.68% 0.83% 1.33% 

6M SOR 0.35% 0.37% 0.39% 0.45% 0.63% 1.16% 

1Y IRS 0.47% 0.47% 0.48% 0.52% 0.72% 1.07% 

1Y SORA OIS 0.47% 0.44% 0.44% 0.45% 0.65% 1.00% 

2Y IRS 0.84% 0.86% 0.92% 1.02% 1.37% 1.73% 

2Y SORA OIS 0.82% 0.83% 0.87% 0.97% 1.32% 1.68% 

5Y IRS 1.43% 1.53% 1.57% 1.66% 1.88% 1.98% 

5Y SORA OIS 1.21% 1.30% 1.34% 1.43% 1.65% 1.75% 

10Y IRS 1.65% 1.87% 1.97% 2.07% 2.32% 2.52% 

10Y SORA OIS 1.40% 1.62% 1.72% 1.82% 2.07% 2.27% 

15Y IRS 1.75% 1.95% 2.10% 2.15% 2.20% 2.23% 

20Y IRS 1.78% 2.00% 2.10% 2.15% 2.25% 2.30% 

30Y IRS 1.80% 2.00% 2.10% 2.15% 2.25% 2.30% 

MYR forecast Current 4Q21 1Q22 2Q22 2022 2023 

OPR 1.75% 1.75% 1.75% 1.75% 1.75% 2.25% 

1M KLIBOR 1.88% 1.87% 1.87% 1.87% 1.87% 2.37% 

3M KLIBOR 1.98% 1.97% 1.97% 1.97% 1.97% 2.50% 

6M KLIBOR 2.05% 2.05% 2.05% 2.05% 2.05% 2.55% 

12M KLIBOR 2.16% 2.15% 2.15% 2.15% 2.20% 2.65% 

1Y IRS 2.08% 2.10% 2.10% 2.20% 2.20% 2.65% 

2Y IRS 2.43% 2.50% 2.50% 2.52% 2.58% 2.50% 

3Y IRS 2.66% 2.65% 2.70% 2.75% 2.90% 3.35% 

5Y IRS 2.87% 3.10% 3.15% 3.20% 3.35% 3.60% 

10Y IRS 3.33% 3.45% 3.55% 3.65% 3.70% 3.70% 

15Y IRS 3.59% 3.70% 3.70% 3.72% 3.78% 3.80% 

20Y IRS 3.76% 3.85% 3.90% 3.89% 3.92% 4.04% 
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UST bond yields Current 4Q21 1Q22 2Q22 2022 2023 

2Y UST yield 0.57% 0.60% 0.63% 0.75% 1.25% 1.70% 

5Y UST yield 1.15% 1.25% 1.30% 1.40% 1.75% 1.90% 

10Y UST yield 1.42% 1.65% 1.70% 1.85% 2.10% 2.35% 

30Y UST yield 1.75% 1.85% 2.05% 2.15% 2.40% 2.55% 

SGS bond yields Current 4Q21 1Q22 2Q22 2022 2023 

2Y SGS yield 0.89% 0.78% 0.80% 0.90% 1.15% 1.25% 

5Y SGS yield 1.34% 1.35% 1.38% 1.48% 1.60% 1.70% 

10Y SGS yield 1.74% 1.75% 1.75% 1.83% 1.90% 2.10% 

15Y SGS yield 1.96% 2.05% 2.10% 2.14% 2.22% 2.27% 

20Y SGS yield 2.02% 2.10% 2.15% 2.18% 2.25% 2.30% 

30Y SGS yield 1.96% 2.08% 2.15% 2.19% 2.30% 2.37% 

MGS forecast Current 4Q21 1Q22 2Q22 2022 2023 

3Y MGS yield 2.68% 2.65% 2.65% 2.70% 2.80% 3.20% 

5Y MGS yield 3.12% 3.15% 3.15% 3.20% 3.30% 3.55% 

10Y MGS yield 3.52% 3.60% 3.62% 3.65% 3.75% 3.85% 

 

FX Spot Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 

USD-JPY 113.40 113.06 114.42 114.25 114.42 114.60 

EUR-USD 1.1323 1.1242 1.1126 1.1200 1.1367 1.1535 

GBP-USD 1.3297 1.3249 1.3153 1.3234 1.3397 1.3561 

AUD-USD 0.7138 0.7060 0.7027 0.7091 0.7217 0.7344 

NZD-USD 0.6828 0.6792 0.6816 0.6961 0.7130 0.7300 

USD-CAD 1.2761 1.2863 1.2902 1.2790 1.2543 1.2295 

USD-CHF 0.9208 0.9136 0.9304 0.9247 0.9160 0.9072 

USD-SGD 1.3650 1.3708 1.3598 1.3540 1.3400 1.3260 

USD-CNY 6.3651 6.3546 6.3788 6.4132 6.4347 6.4562 

USD-THB 33.72 33.95 34.01 33.57 33.13 32.69 

USD-IDR 14,323 14,358 14,239 14,205 14,164 14,122 

USD-MYR 4.2037 4.1941 4.2066 4.1702 4.1420 4.1137 

USD-KRW 1181.85 1177.39 1191.47 1172.50 1144.44 1116.39 

USD-TWD 27.734 27.693 27.619 27.646 27.3827 27.1193 

USD-HKD 7.7978 7.8000 7.8167 7.7850 7.7700 7.7550 

USD-PHP 50.39 50.61 50.75 50.56 50.20 49.83 

USD-INR 75.17 75.56 75.26 74.80 74.72 74.64 

EUR-JPY 128.41 127.11 127.30 127.95 130.07 132.19 

EUR-GBP 0.8516 0.8485 0.8459 0.8463 0.8485 0.8506 

EUR-CHF 1.0426 1.0271 1.0352 1.0357 1.0412 1.0464 

EUR-SGD 1.5456 1.5411 1.5130 1.5164 1.5232 1.5295 

GBP-SGD 1.8150 1.8163 1.7885 1.7918 1.7952 1.7981 

AUD-SGD 0.9743 0.9678 0.9556 0.9600 0.9671 0.9738 

NZD-SGD 0.9321 0.9310 0.9268 0.9424 0.9554 0.9679 

CHF-SGD 1.4825 1.5004 1.4615 1.4641 1.4629 1.4616 

JPY-SGD 1.2036 1.2125 1.1885 1.1851 1.1710 1.1570 

SGD-MYR 3.0795 3.0596 3.0935 3.0800 3.0911 3.1024 

SGD-CNY 4.6630 4.6356 4.6909 4.7366 4.8022 4.8691 
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Macroeconomic Calendar 

Date Time C Event Period Surv(M) Actual Prior 

01/12 08:30 AU GDP YoY 3Q -- -- 9.60%  

01/12 12:00 ID CPI YoY Nov -- -- 1.66%  

02/12 07:00 SK GDP YoY 3Q F -- -- 4.00%  

02/12 07:00 SK CPI YoY Nov -- -- 3.20% 

03/12 11:30 TH CPI YoY Nov -- -- 2.38% 

03/12 21:30 CA Unemployment Rate Nov -- -- 6.70% 

03/12 21:30 US Unemployment Rate Nov 4.50% -- 4.60% 

07/12 09:00 PH CPI YoY 2012=100 Nov -- -- 4.60% 

07/12 18:00 EC GDP SA YoY 3Q F -- -- 3.70% 

08/12 07:50 JN GDP SA QoQ 3Q F -- -- -0.80% 

08/12 15:00 LN CPI YoY Nov -- -- 8.00% 

09/12 09:30 CH CPI YoY Nov -- -- 1.50% 

10/12 15:00 GE CPI YoY Nov F -- -- --  

10/12 21:30 US CPI MoM Nov 0.70% -- 0.90% 

10/12 21:30 US CPI YoY Nov -- -- 6.20% 

15/12 15:00 UK CPI YoY Nov -- -- 4.20% 

15/12 21:30 CA CPI YoY Nov -- -- 4.70%  

16/12 05:45 NZ GDP YoY 3Q -- -- 17.40% 

17/12 18:00 EC CPI YoY Nov F -- -- 4.10% 

21/12 16:30 HK CPI Composite YoY Nov -- -- 1.70% 

22/12 15:00 UK GDP YoY 3Q F -- -- 6.60% 

22/12 21:30 US GDP Annualized QoQ 3Q T -- -- -- 

23/12 13:00 SI CPI NSA MoM Nov -- -- 0.30% 

23/12 21:30 CA GDP MoM Oct -- -- -- 

24/12 12:00 MA CPI YoY Nov -- -- -- 

25/12 08:00 VN CPI YoY Dec -- -- -- 

25/12 08:00 VN GDP YoY 4Q -- -- -6.17% 

 
Central Bank Interest Rate Decisions 

Date Time C Event Period Surv(M)  Actual Prior 

07/12 11:30 AU RBA Cash Rate Target Dec-07 -- -- 0.10%  

08/12 12:30 IN RBI Repurchase Rate Dec-08 -- -- 4.00%  

08/12 23:00 CA Bank of Canada Rate Decision Dec-08 0.25% -- 0.25%  

16/12 03:00 US FOMC Rate Decision (Lower Bound) Dec-15 0.00% -- 0.00%  

16/12 03:00 US FOMC Rate Decision (Upper Bound) Dec-15 0.25% -- 0.25%  

16/12 15:00 PH BSP Overnight Borrowing Rate Dec-16 -- -- 2.00%  

16/12 15:00 PH BSP Standing Overnight Deposit Facility Rate Dec-16 -- -- 1.50%  

16/12 15:20 ID Bank Indonesia 7D Reverse Repo Dec-16 -- -- 3.50%  

16/12 20:00 UK Bank of England Bank Rate Dec-16 -- -- 0.10%  

16/12 20:45 EC ECB Deposit Facility Rate Dec-16 -- -- -0.50%  

16/12 20:45 EC ECB Main Refinancing Rate Dec-16 -- -- 0.00%  

16/12 20:45 EC ECB Deposit Facility Rate Dec-16 -- -- -0.50%  

16/12 20:45 EC ECB Marginal Lending Facility Dec-16 -- -- 0.25%  

17/12 08:00 JN BOJ Policy Balance Rate Dec-17 -- -- -0.10%  

22/12 15:05 TH BoT Benchmark Interest Rate Dec-22 -- -- 0.50%  

Source: Bloomberg 
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