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Trade: Pay 2Y SGD IRS vs Rec 10Y SGD IRS

We expect SGD money market rates to continue to rise in the coming weeks, putting upward pressure on the front
end of the SGD swap curve. A re-steepening of G3 money market curves should be the main driver of this but SORs
also stand to rise if credit market conditions and the US economic outlook deteriorate.
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This is in line with our longer-term call for a narrowing of spreads between SGD money market rates and the
weighted average of G3 money market rates (TWIBOR), which we use as a reference rate. We expect spreads to
narrow although the MAS looks set to keep its tightening stance on the SGD NEER in September after both money
supply and loan growth have been growing at a rapid pace of 22.4% and 8.7% respectively over the last twelve
months and CPI inflation has risen to 2.6%YoY in July.
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With money market rates rising, shorter-term SGD swap rates are unlikely to fall further; even if the Fed cuts rates in
September and USD swap rates move lower.
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At the long end, the 10Y SGD swap rate should remain under downward pressure as USD swap rates move lower. We
expect the US swap curve to bull-steepen somewhat further in the weeks ahead as expectations for Fed easing
remain aggressive.
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For the SGD 2Y/10Y swap curve all this means we are likely to see a neutral flattening and narrower spreads between
SGD and USD swap rates. We recommend a 2Y/10Y flattener in SGD swaps, expecting the spread to narrow to 25bps
from 36bps currently (stop loss 42bps).

Position

2s/10s Amount Yield Risk DVO01
Pay 2s 1,000,000 2.90% 1.93 193
Rec 10s 225,995 3.26% 8.54 193
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does not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. The
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by addressees, who should obtain separate legal or financial advice. The Company, or any of its related companies or any individuals
connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or any other loss or
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seek to perform broking, investment banking and other banking or financial services for these companies. The information herein is not
intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to
law or regulation.
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