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Global Central Banks Policy Rates Outlook 

Source: Bloomberg, Global Markets Research

Current 2Q22 3Q22 4Q22 1Q23 Remarks
United States

0.25-0.50 1.25-1.50 1.75-2.00 2.00-2.25 2.00-2.25
Faster hikes in 2Q and 
slow down in 3Q, 4Q

Federal Reserve 
Fed Funds Rate

Eurozone
-0.50 -0.50 -0.50 -0.25 -0.25

1 hike at year-end  after 
APP ends in 3Q

European Central Bank
Deposit Rate

United Kingdom
0.75% 1.25 1.25 1.25 1.25 2 hikes in 2QBank of England 

Bank Rate
Japan

-0.10 -0.10 -0.10 -0.10 -0.10 No changeBank of Japan
Policy Balance Rate  

Australia
0.10 0.10 0.75 1.00 1.25 4 hikes in 2022Reserve Bank of Australia 

Cash Rate
New Zealand

1.00 1.50 1.75 2.00 2.00 4 hikesReserve Bank of New Zealand

Official Cash Rate
Malaysia

1.75 1.75 2.00 2.00 2.25 1 hike in 2H22 Bank Negara Malaysia
Overnight Policy Rate

Thailand
0.50 0.50 0.50 0.50 0.50 No Change The Bank of Thailand 

1-Day Repurchase Rate
Indonesia

3.50 3.50 3.75 4.00 4.00 2 hikes Bank Indonesia
7-day Reverse Repo Rate
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Source: Fed, Bloomberg, HLBB Global Markets Research

• US growth was revised downwards to reflect the impact of higher

inflation.

• Solid job market conditions are expected to support consumer demand

but inflation poses downside risks. Persistent supply chain bottlenecks

weigh on manufacturing outlook.

• Fed promulgated aggressive policy tightening, likely materialize in 2Q-3Q.

US – Fed to take more aggressive approach to tighten policy
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2020 2021 2022F

GDP (%) -3.4 5.7 2.8

Core PCE Inflation (%) 1.4 3.3 4.1

Fed Funds Rate (%) 0-0.25 0-0.25 2.00-2.25

Dollar Index (End of period) 89.94 95.67 98.00
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Eurozone – Eurozone facing stagflation risk
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• Outlook for Eurozone changed dramatically compared to early 2022;

Russia-Ukraine war poses significant upside risks to commodity prices and

inflation, threatening consumer spending.

• War related uncertainties a dampener on investment outlook. Renewed

supply chain disruption may weigh on manufacturing production.

• ECB is set to tighten policy in 2Q; facing dilemma on the timing on DFR

adjustment.

2020 2021 2022F

GDP (%) -6.5 5.3 3.3

Inflation (%) 0.3 2.6 5.1

Deposit Facility Rate (%) -0.5 -0.5 -0.25

EUR/USD (End of period) 1.2216 1.1370 1.1000
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UK – Household savings may offer limited buffer in face of inflation
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• Similar to Europe, high inflation weighs on consumer spending.

• Household savings could offer some buffer but the post-lockdown

reduction in savings alongside lower disposable income may limit the

effect.

• BOE is expected to pause its rate hike cycle, after delivering 3 hikes in

Dec-Mar, followed potentially by 1 or 2 hikes in 2Q (May-June)

2020 2021 2022F

GDP (%) -9.4 7.3 3.8

Inflation (%) 0.9 2.6 5.8

Bank Rate (%) 0.1 0.25 1.25

GBP/USD (End of Period) 1.3670 1.3532 1.3000
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Japan – Policy Divergence with West to remain
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• Household spending and business capex growth expected to be

lacklustre.

• Recent increase in inflation, helped by low base still relatively lower in

terms of global trend may not last long.

• Policy divergence with the West- BOJ reaffirms accommodative stance by

defending yield cap.

2020 2021 2022F

GDP (%) -4.6 1.8 3.8

Core Inflation (%) -0.4 0.0 1.1

Policy Balance Rate  -0.1 -0.1 -0.1

USD/JPY 103.25 115.08 120
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Australia – RBA faces additional pressure to tighten policy
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2020 2021 2022F

GDP (%) -2.2 4.8 5.5

Inflation (%) 0.9 2.9 3.3

Cash Rate (%) 0.10 0.10 1.00

AUD/USD 0.7694 0.7263 0.7600

• Domestic economy, labour market weather the Omicron wave well.

• Growth setback in China poses threat to Australia’s exports, but offset

partially by higher commodity prices.

• RBA facing dilemma of sub-3% wage growth despite higher inflation and

additional pressures to track global central banks’ policy trajectory.

-20

-15

-10

-5

0

5

10

15

20

Ja
n

-2
0

M
ar

-2
0

M
ay

-2
0

Ju
l-

2
0

Se
p

-2
0

N
o

v-
2

0

Ja
n

-2
1

M
ar

-2
1

M
ay

-2
1

Ju
l-

2
1

Se
p

-2
1

N
o

v-
2

1

Ja
n

-2
2

Retail Sales, MOM %

0

1

2

3

4

5

6

7

8

-800

-600

-400

-200

0

200

400

600

Ja
n

-1
9

A
p

r-
1

9

Ju
l-

1
9

O
ct

-1
9

Ja
n

-2
0

A
p

r-
2

0

Ju
l-

2
0

O
ct

-2
0

Ja
n

-2
1

A
p

r-
2

1

Ju
l-

2
1

O
ct

-2
1

Ja
n

-2
2

Employment Change('000),
LHS
Unemployment Rate (%),
RHS

Source: Bloomberg, HLBB Global Markets Research



China- Government policy to cushion easing growth  
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2020 2021 2022F

GDP (%) 2.2 8.1 5.5

Inflation (%) 2.5 0.9 2.2

1Y LPR (%) 3.85 3.80 3.60

USD/CNY 6.5272 6.3561 6.3600

Source: Bloomberg, HLBB Global Markets Research

• Future successive Covid outbreak opens up the road for more policy

support to keep monetary conditions accommodative.

• China’s adherence to zero Covid policy still a great uncertainty for

outlook.

• Government set lower GDP target 5.5% for 2022, lowest in decades.
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• Economic recovery may recover slightly from the recent Omicron but

impact of recent restrictions (e.g. loss of jobs) may spill over to 2Q,

affecting spending.

• Pick up in vaccination rate (soon) is positive but expect government to

maintain the practice of tightening restrictions on-and-off in response to

outbreaks.

• An imminent China’s slowdown a bane for Hong Kong’s trade sector.

Hong Kong – Low vaccination rate, China slowdown a bane to short-term outlook 
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2020 2021 2022F

GDP (%) -6.1 6.4 2.8

Inflation (%) 0.3 1.6 2.1

Base Rate  0.50 0.50 0.50

USD/HKD 7.7531 7.7966 7.8400
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Source: MAS, Bloomberg, HLBB Global Markets Research

Singapore – Softer external sector offset by robust domestic demand
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2020 2021 2022

GDP (%) -5.4 7.9 3.0-5.0

Inflation (%) -0.2 2.3 2.5-3.5

3m SIBOR (%) 0.41 0.44 1.09

USD/SGD 1.3221 1.3490 1.3400

• Economy’s transition to endemicity to support domestic spending.

• NODX remains positive but softer global demand/supply chain bottlenecks

may lead to slower local manufacturing and external trade sectors.

• Surging inflation points to MAS tightening in mid-April.
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Vietnam – Flexible Covid strategy a positive for growth
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• Economy to pick up after Omicron outbreak fades, led by exports and

domestic demand.

• Reopening of border may have minimal impact as aversion to travel

remains.

• Manufacturers may benefit from global companies’ production shift from

China.

2020 2021 2022

GDP (%) 2.9 2.6 6.5

Inflation (%) 3.2 2.2 3.8

SBV Refinancing Rate (%) 4.00 4.00 4.40

USD/VND 23,098 22826 22700

Source: Bloomberg, HLBB Global Markets Research
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Source: Bloomberg, HLBB Global Markets Research

• Domestic economic recovery to be led by services-led demand amid

improvement in labour market.

• Manufacturing is expected to moderate, net exports to rebound.

• Maintain view of a 25bp OPR hike in 2H, earliest in September

Malaysia – Services-led recovery amid transition to endemicity
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Forecasts 2020 2021 2022

GDP (%) -5.6 3.1 5.8

Inflation (%) -1.1 2.5 2.7

OPR (%) 1.75 1.75 2.00

USD/MYR 4.0205 4.20 4.16

-4
-3
-2
-1
0
1
2
3
4
5
6

Ja
n

-1
9

M
ar

-1
9

M
ay

-1
9

Ju
l-

1
9

Se
p

-1
9

N
o

v-
1

9

Ja
n

-2
0

M
ar

-2
0

M
ay

-2
0

Ju
l-

2
0

Se
p

-2
0

N
o

v-
2

0

Ja
n

-2
1

M
ar

-2
1

M
ay

-2
1

Ju
l-

2
1

Se
p

-2
1

N
o

v-
2

1

Ja
n

-2
2

CPI, YoY %

-40

-20

0

20

40

60

80

Ja
n

-2
0

M
ar

-2
0

M
ay

-2
0

Ju
l-

2
0

Se
p

-2
0

N
o

v-
2

0

Ja
n

-2
1

M
ar

-2
1

M
ay

-2
1

Ju
l-

2
1

Se
p

-2
1

N
o

v-
2

1

Ja
n

-2
2

%
IPI, YoY % Exports, YoY %



Markets Outlook - FX

12-month Outlook

EUR: To recoup lost ground in 4Q22 amid ECB’s 
hawkish shift; offsetting weaknesses caused by 
growth concerns in 2Q and 3Q
AUD, NZD, CAD: Influenced by commodity price 
movement, China growth story, and respective 
policy expectations 
JPY: Supported by haven appeal
MYR: More sanguine growth outlook
SGD: Supported by expectations for MAS 
gradual appreciation policy
CNY: Slight positive in tandem with recovering 
EM Asian currencies

GBP: Upside curtailed by limited odds for further 
policy normalization (pause from 3Q22 
onwards)

-
USD: USD to lose its luster towards end-2022 as 
the Fed’s policy normalizing cycle draws to a 
close

FX Forecasts

31-Mar Q2-22 Q3-22 Q4-22 Q1-23

DXY 98.63 98.50 99.00 98.00 97.50

USD/CAD 1.25 1.24 1.24 1.23 1.22

EUR/USD 1.10 1.10 1.09 1.10 1.12

GBP/USD 1.31 1.29 1.28 1.30 1.31

USD/CHF 0.92 0.93 0.92 0.92 0.91

AUD/USD 0.75 0.76 0.77 0.76 0.76

NZD/USD 0.69 0.71 0.71 0.70 0.70

USD/JPY 123 121 120 120 120

USD/MYR 4.21 4.20 4.18 4.16 4.16

USD/SGD 1.36 1.36 1.35 1.34 1.33

USD/CNY 6.37 6.37 6.37 6.36 6.36

FX – Hinges on geopolitical development, inflation 
and policy normalization expectations

14



Source: Bloomberg, HLBB Global Markets Research

• UST -- UST’s weakened for the quarter under review, as the Fed commenced

tightening its monetary policy with the first hike of 25bps delivered on 16th March. The

persistently high inflation seen in both the US PCE and CPI data of between 6.4-7.9%

in February is a partly reflective of the spike in commodity prices namely oil and food

products due to supply chain disruptions from the ongoing Russia-Ukraine war and

Omicron infections. The curve shifted sharply higher as overall benchmark yields

spiked between 43-120bps across, with parts of the curve, namely the 5s10s and the

5s30s spreads being inverted. The UST 2Y yield spiked 49bps to 2.34% whilst the

much-watched UST 10Y ballooned the most by 120bps up to also 2.34%. Elevated

inflation, strong jobs market and other economic data light the stage for a higher

interest rate regime as laid out by the Fed Dot plot and traders pricing expectations.

Expect UST 10Y to range higher between 2.60-2.80% for 2Q2022 due to further

rate hikes and also the Fed’s intention to reduce its massive~$8.9 trillion balance-

sheet. Mitigating factors that may lend a bid for bonds include the re-emergence of

COVID-19 infections and strong foreign institutional and sovereign bids especially

from China, Japan and Europe.

• Corporates – Investment-grade corporate bonds took cue from UST movements with

yields spreads widening as investors either reduced some holdings or stayed on the

sideline. The Bloomberg Barclays US Corporate Bond Index was literally down with a

substantial loss of 7.7% returns for 1Q2022 (4Q2021: +0.2%) whilst spreads have

widened further from 93bps in Jan to about 115bps as at end-March due to elevated

inflation and a pivot toward tighter monetary policy. Issuances are expected to retrace

by 20% to ~$360b for 2Q2022 as corporates mull issuances in a rising interest rate

environment (1Q2021: $450b).We are mildly positive on sectors encompassing

materials, energy and financials in the 5Y sector.

US Fixed Income – Hawkish Fed to overshadow Ukraine war and COVID-19 factors 
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Chart 1

Chart 2



Source: HLBB Global Markets Research

• Government Bonds –Overall benchmark yields saw MGS spike

between 22-39bps whilst GII saw lower volatility with yields rising

between 5-30bps instead. This was in reaction to the twin effects of

earlier global bond sell-off over concerns over the Fed’s aggressive

quantum and frequency of rate-hiking exercises coupled with initial

reaction to the additional EPF withdrawal stimulus. Foreign holdings of

overall MYR bonds rose sharply by RM5.6b from RM227.7b in Nov 2021

to RM240.4b as at end-Feb 2022. Decent support was seen for govt

auctions with YTD bidding metrics of ~2.0x for all 9 auctions whilst total

issuance of RM39.5b is currently only RM1.0b below our projection

(Note: gross supply of government bonds projected @ RM167.0b for

2022). The fresh EPF withdrawal eligibility estimated between RM25-30b

is expected to see minimal impact on both its primary participation and

also secondary market-making activities. We maintain our view for OPR

to stay pat in 1H2022 with a potential 25bps hike to 2.00% in 2H2022.

Our 10Y MGS yield target for 3Q2022 is revised higher to 3.80-

4.00%.

• Corporate Bonds/Sukuk --Corporate bonds/sukuk issuances (including

GG-bonds) fell to RM20.2b (4Q2021: RM26.7b) but is in line with our

projected gross issuances of between RM100-120b for 2022. Demand

was robust but yields ended mostly mixed-to-higher q/q influenced by

govvies. We favour the 5-10Y GG bonds (18-30bps), AAA bonds (32-

54bps) and also AA bonds (44-90bps) within sectors comprising

highway/toll, logistics sector and also utilities..
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MGS/GII issuance pipeline in 2022
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1 5-yr reopening of MGS (Mat on 11/26) 5 Jan Q1 6/1/2022 5,000          5,000       5,000         2.329 3.235 3.273 3.290 39.4%

2 10.5-yr new Issue of MGS (Mat on 7/32) 10 Jan Q1 13/1/2022 4,500          4,500       9,500         2.044 2.615 3.582 3.598 51.6%

3 15-yr Reopening of GII (Mat on 07/36) 15 Jan Q1 28/1/2022 4,500          3,000       12,500       2.574 4.147 4.161 4.180 30.0%

4 5-yr Reopening of GII (Mat on 09/27) 5 Feb Q1 7/2/2022 4,500          5,000       17,500       1.733 3.470 3.495 3.512 47.6%

5 30-yr Reopening of MGS (Mat on 06/50) 30 Feb Q1 14/2/2022 4,500          2,500       2,500           22,500       2.423 4.488 4.505 4.520 34.1%

6 7-yr Reopening of GII (Mat on 10/28) 7 Feb Q1 21/2/2022 4,500          4,500       27,000       1.750 3.587 3.612 3.629 50.0%

7 15-yr Reopening of MGS 04/37 15 Mar Q1 4/3/2022 4,500          3,000       30,000       1.986 4.048 4.064 4.078 87.6%

8 20-yr Reopening of MGII 09/41 20 Mar Q1 17/3/2022 4,500          2,500       2,500           35,000       1.884 4.375 4.401 4.427 88.0%

9 3-yr Reopening of MGS 03/25 3 Mar Q1 30/3/2022 5,000          5,500       40,500       1.666 3.210 3.239 3.255 69.2%

10 10.5-yr New Issue of MGII (Mat on 10/32) 10 Apr Q2 4,000          

11 20.5-yr New Issue of MGS (Mat on 10/42) 20 Apr Q2 5,000          X

12 15-yr Reopening of MGII 07/36 15 Apr Q2 4,000          X

13 7-yr New Issue of MGS (Mat on 04/29) 7 Apr Q2 4,500          

14 30-yr New Issue of MGII (Mat on 05/52) 30 May Q2 5,000          X

15 10-yr Reopening of MGS (Mat on 07/32) 10 May Q2 5,000          

16 3-yr Reopening of MGII 10/25 3 May Q2 4,500          

17 15-yr Reopening of MGS 04/37 15 Jun Q2 4,000          X

18 5-yr Reopening of MGII 09/27 5 Jun Q2 4,000          

19 30-yr Reopening of MGS 06/50 30 Jun Q2 4,000          X

20 10-yr Reopening of MGII (Mat on 10/32) 10 Jul Q3 5,000          X

21 20-yr Reopening of MGS (Mat on 10/42) 20 Jul Q3 5,000          X

22 7-yr Reopening of MGII 07/29 7 Jul Q3 5,000          

23 5-yr Reopening of MGS 11/27 5 Aug Q3 5,000          

24 20-yr Reopening of MGII 09/41 20 Aug Q3 5,000          X

25 15-yr Reopening of MGS 04/37 15 Aug Q3 5,000          X

26 3-yr Reopening of MGII 10/25 3 Sep Q3 4,500          

27 7-yr Reopening of MGS (Mat on 04/29) 7 Sep Q3 5,000          

28 15.5-yr New Issue of MGII (Mat on 03/38) 15 Sep Q3 5,000          

29 3-yr Reopening of MGS 03/25 3 Oct Q4 5,000          

30 10-yr Reopening of MGII (Mat on 10/32) 10 Oct Q4 5,000          X

31 20-yr Reopening of MGS (Mat on 10/42) 20 Oct Q4 5,000          X

32 7-yr Reopening of MGII 07/29 7 Nov Q4 4,500          

33 5-yr Reopening of MGS 11/27 5 Nov Q4 4,500          

34 30-yr Reopening of MGII (Mat on 05/52) 30 Nov Q4 4,000          X

35 10-yr Reopening of MGS (Mat on 07/32) 10 Dec Q4 4,500          

36 3-yr Reopening of MGII 10/25 3 Dec Q4 4,500          

167,000       35,500     5,000           40,500       Gross MGS/GII supply in 2022 PROJECTED TOTAL ISSUANCE SIZE  = 167,000,000



Source: Bloomberg, HLBB Global Markets Research

• SGS – SGS ended weak q/q, in tandem with weaker USTs as the curve bear-

flattened with overall benchmark yields rising between 4-13bps with the front-

end and belly underperforming the most. The Bloomberg Global Singapore

Bond Total Index lost 4.4% for 1Q2022 (4Q2021: -0.87%). Meanwhile, rising

UST yields due to heightened US inflationary pressures are expected to dent

SGS despite the republic’s AAA-rated status. YTD sovereign bond issuances

totaled $35.3b to-date; about 7% higher compared to the same period last year.

Elsewhere, the SGD’s NEER is approaching the peak of the policy band with

the possibility that MAS may re-center the currency policy band and increase its

slope. Overall, we may adopt a slightly negative bias in 2Q2022 as outright

yield increases have been prominent with the belief that policy hawks are in the

limelight this year.

• Corporate –Singapore’s corporates are expected to hold back fresh issuances

in 2Q2022 due to the end of low interest rate environment save for unrated

perpetual bonds. Demand for credits by investors are likely to be sustained due

to lower supply/issuances amid rising borrowing costs especially form the rub-

off by higher rates environment in the US. We continue to be positive on

shorter-tenured bonds in the 3-5Y sector within industries like food, real estate

and banks. Names like Olam International and also REITS like AIMS PAC,

Starhill Global, and Mapletree Industrial Trust are some favourable picks. We

also like SGD perpetuals as they are also generally structured with resets

which helps holders of perpetuals to take advantage of the rising interest rate

environment .

Singapore Fixed Income – Slight negative bias on SGS, positive on IG corporate/ perps 
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SGD Corporate Bond maturities
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DISCLAIMER 

 

This report is for information purposes onl y and does  not take into account the i nvestment obj ecti ves, financial  situation or  particul ar needs  of any particul ar 

recipient.  The information contained her ein does not constitute the pr ovision of inves tment advice and is  not intended as an offer or solicitati on with respec t to the 

purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or commitment whatsoever. 

 

The information contained in this  publication is deri ved from data obtained fr om sources believed by Hong Leong Bank Ber had (“HLBB”) to be reliable and  in good 

faith,  but no warranti es or guarantees, representations  are made by HLBB with regard to the accuracy, compl eteness  or sui tability of  the data. Any opi nions  

expressed r eflect the current judgment of the authors of the report and do not necessarily represent the opinion of H LBB or any of the companies  within the Hong 

Leong Bank Group (“HLB Group”). The opini ons reflected herein may change without notice and the opinions do not necessarily correspond to the opinions of 

HLBB. HLBB does not have an obligation to amend, modify or update this report or to other wise notify a reader or recipient th ereof in the event that any matter 

stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  

 

HLB Gr oup, their directors, employees and representati ves  do not have any responsibility or liability to any person or reci pi ent ( whether by reason of negligence, 

negligent misstatement or otherwise) arising from any s tatement, opini on or information, expressed or implied, arising out of ,  contai ned in or derived from or 

omission from the reports or matter. H LBB may, to the extent permitted by law, buy, sell or hold significantl y long or short positi ons; act as inves tment and/or 

commercial bankers; be represented on the board of the issuers; and/or engage i n ‘mar ket making’ of  securities mentioned here in.  The past performance of 

financi al instruments is  not indicati ve of future results.  Whilst every effort is  made to ensure that s tatements of facts made in t his report are accurate, all esti mates, 

projections, forecas ts, expressions of opini on and other subj ecti ve j udgments  contained in this report ar e based on assumpti ons consi dered to be reasonabl e as  of 

the date of the document in which they are contained and must not be construed as a representation that the matters referred to therei n will occur.  Any projec tions  

or forecasts mentioned in this report may not be achi eved due to multiple risk factors i ncludi ng without limitation mar ket volatility,  sector vol atility,  corporate ac tions , 

the unavailability of complete and accurate information. No assurance can be given that any opinion described herei n woul d yi eld favorable inves tment results.  

Recipients  who are not mar ket professional or ins titutional  inves tor customer  of HLBB should seek the advice of their i ndependent financi al advisor prior to taking 

any investment decision based on the recommendations in this report.  

 

HLBB may provide hyperlinks to websites of entities mentioned i n this report,  however  the incl usion of a link does not i mpl y that HLBB endorses, recommends or 

approves any material on the linked page or  accessible from it.  Such linked websites  ar e accessed entirely at your own risk. HLBB does not accept responsi bility 

whatsoever for any such material, nor for consequences of its use. 

 

This report is  not directed to, or intended for  distribution to or use by, any person or  entity who is a citizen or  resident of or located in any state, countr y or other 

jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is  for the use of the addressees onl y and may 

not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without the pr ior, written consent of HLBB. 

The manner of distributing this report may be restricted by law or regulati on in certain countries. Persons  into whose possession this  report may come ar e required 

to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations. 

 


