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Key Points 

▪ Equities: Invest in Japanese companies 

with secular growth prospects and 

near-term earnings momentum 

▪ FX: USD to resume its rise with US 10Y 

yield; Higher US yield to pressurise 

negative yielding currencies like JPY, 

CHF, and EUR 

▪ Rates: Global interest rates 

consolidating; Investors to gravitate 

towards watching inflation risks in 

coming months  

▪ Thematics: Higher dividends from 

Singapore banks on the cards 

▪ The Week Ahead: Keep a lookout for 

US Change in Initial Jobless Claims; 

Japanese Industrial Production 

Numbers 

Global cross assets 

 Returns of cross assets around the world 

 
Index Close Overnight YTD 

DJIA 33,745.40 -0.2% 10.3% 

S&P 500 4,127.99 0.0% 9.9% 

NASDAQ 13,850.00 -0.4% 7.5% 

Stoxx Europe 600 435.24 -0.5% 9.1% 

DAX 15,215.00 -0.1% 10.9% 

CAC 40 6,161.68 -0.1% 11.0% 

FTSE 100 6,889.12 -0.4% 6.6% 

MSCI AxJ 867.68 -0.7% 2.9% 

Nikkei 225 29,538.73 -0.8% 7.6% 

SHCOMP 3,412.95 -1.1% -1.7% 

Hang Seng  28,453.28 -0.9% 4.5% 

MSCI EM 1,322.32 -0.6% 2.4% 

UST 10-yr yield* 1.67 0.4% 75.3  

JGB 10-yr yield* 0.10 -1.0% 8.6  

Bund 10-yr yield* -0.30 -3.0% 27.7  

US HY spread* 2.92 0.0% -68.0  

EM spread* 315.87 -1.1% -7.1  

WTI (USD) 59.70 0.6% 23.0% 

LMEX 3,812.40 -1.0% 11.7% 

Gold (USD) 1,732.76 -0.6% -8.7% 

Source: Bloomberg 

* Changes in basis points  

 

 

Equities: I.D.E.A. for Japan 
 

Since the 20th century, the Japanese have made contributions across many scientific and 

technological fields. Japanese inventors and entrepreneurs introduced many modern 

revolutionary and widely used technologies in fields such as electronics and robotics, 

which are pioneers of digitalisation. For example, the Walkman, handheld game sets, 

karaoke, and the use of lithium-ion batteries to the first robot in the world, were all 

pioneered by the Japanese. In this new Internet era, I.D.E.A. (Innovators, Disruptors, 

Enablers, and Adapters) stocks are also well represented in Japan.  

The video gaming sector falls under the category of Adapters because it has embraced 

the shift towards more effective monetisation methods such as free-to-play and in-game 

purchases, as well as digital purchases (CD sales are still relatively popular in Japan). While 

the outlook differs among developers/publishers depending on the game pipeline or 

hardware cycle, in general, we have seen much of the strong demand from the peak COVID 

period in 2020 carry through to 2021.  

Strong enablers include the IT systems integrators sector, which helps to upgrade 

corporate Japan’s digital capabilities. The demand for digitalisation is more acute and 

urgent in Japan given the labour shortage brought about by an ageing population. 

Opportunities which have arisen from Prime Minister Suga’s more proactive stance toward 

accelerating digitalisation compared to his predecessor is positive for the sector.  

Enablers such as the business and employment services sector help to ease the chronic 

labour shortage in Japan. This sector largely comprises the recruitment/placement 

companies, which enables the efficient matching of employers to jobseekers – an 

important task given the labour shortage. Secular trends such as rising wage growth since 

the Abenomics era (barring the impact from COVID), millennials who are job hopping 

more, and consolidation in the sector augur well for larger players in the space. 

Joanne Goh  |  Strategist    

Figure 1: Japan I.D.E.A. companies showing consistent growth and momentum 

 

Source: Bloomberg, DBS 
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Figure 2: Most currencies are not oversold or 

overbought 

 

Source: Bloomberg, DBS  

 FX: Bracing for a higher US inflation 

Wall Street was flat to weaker ahead of today’s US Consumer Price Index (CPI) report. 

The US 10-year treasury yield, which has been capped at 1.7% or the last inflation reading 

in February, could resume its rise if CPI inflation comes in as expected at 2.5% y/y in 

March, its first reading above 2% since February 2020. 

USD has scope to resume its rise together with the US 10-year yield after its correction 

last week. USD index or DXY is now neutral at 50 and no longer overbought as per its 14-

day relative strength index. Most currencies, except for THB and INR, are no longer 

considered oversold. Many currency pairs have been in a holding pattern with the US 

long bond yield in the past few weeks. Downside risks will increase for the AUD, NZD, and 

GBP when their respective key support levels at 0.76, 0.70, and 1.3670 give way. A higher 

US yield should pressurise the negative yielding currencies such as JPY, CHF, and EUR. 

Renewed selling the developed market currencies should spill over into their emerging 

market peers.   

Meanwhile, St Louis Fed President James Bullard flagged 75% vaccinations as a 

precondition for the Federal Reserve to consider tapering its asset purchases. The share 

of Americans with at least one dose of the COVID-19 reached 35.2% last Sunday (11 

April). US President Joe Biden is scheduled to announce today that all adults will be 

eligible for vaccinations from 19 April, a deadline brought forward from 1 May. 

Investors have not panicked from the new wave of infections in some US states. The 

record 4.6m vaccine doses administered in America last Saturday was well above the 

70,000 new cases daily in the US. The Centers for Disease Control and Prevention has 

warned that the B.1.1.7 variant has become the more dominant strain of the virus. This 

has posed a challenge to reopening the US economy as evidenced by the surge in 

infections in Michigan. The top four US states with most cases of the variant are Florida, 

Michigan, Minnesota, and Massachusetts. Fed chair Jerome Powell has urged Americans 

to guard against complacency and keep to the practices of wearing masks and social 

distancing. 

 

 

Philip Wee |  FX Strategist 

 

 

Figure 3:  Change in 10Y Government Bond 

Yields since end-March 

 

Source: Bloomberg, DBS 

 

Rates:  Awaiting a new catalyst 

Global interest rates have been consolidating with 10Y US Treasury yields closing last 

week (ended 9 April) at 1.66% (about 10 bps below the recent peak). This respite is much 

welcome across the Emerging Markets (EM) govvie space. Across Asia, 10Y yields are now 

lower than where they were at the end of March. Indo Government Bonds (GB) is the 

best performer, with yields dropping by over 30 bps, followed by MGS, at -22 bps. We 

think that EM rates may have grown accustomed to the current US yield trading range. 

Fear, as measured by implied volatilities in equities and rates, has come off and is 

encouraging a tentative reach for yield. Interestingly, China GB was the only one in Asia 

(amongst those we track) that registered a modest yield increase. We think that the firm 

Chinese Producer Price Index (PPI) numbers (4.4% y/y in March) may be why investors 

are a tad cautious. 

We think that investors will gravitate towards watching inflation risks in the coming few 

months (as the Developed Markets economies normalise) and leading indicators for 

price increases will be closely watched. China’s rising PPI is another sign that price 

pressures are building. The correlation with US Consumer Price Index (CPI) (of the same 

month) is around 0.67. US CPI data (due 13 April) is expected to touch 2.5% y/y 

(Bloomberg consensus). With base effects likely to distort pressures to the upside, we 

would also be watching the sequential figures (consensus: 0.5% m/m sa). We suspect 

that a clearer picture on inflation (especially on services) would only emerge in 3Q21 

when economies reopen further. Likely firm US data and inflation worries will keep USD 

rates buoyant.  

Eugene Leow  |  Rates Strategist 

Duncan Tan  |  Rates Strategist 
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 Thematics: What is next for Singapore banks’ 

dividends? 

▪ MAS likely to ease stance on 

dividend cap imposed as 

Singapore banks have preserved 

enough capital 

▪ Expect higher dividends for 

FY21F on gradual relaxation of 

dividend caps; two-stage 

relaxation likely 

▪ Banks may adjust high capital 

buffers through some special 

dividends from FY22F, subject to 

asset quality and corporate 

actions 

The Monetary Authority of Singapore (MAS) is likely to ease stance on dividend cap 

imposed on FY20 dividends as Singapore banks have preserved sufficient capital. In July 

2020, the MAS called on Singapore banks to cap their total dividends per share at 60% of 

FY19 levels, for FY20, while offering the scrip dividend option. This has allowed Singapore 

banks to preserve sufficient capital to ride through macroeconomic uncertainties. 

Following the relaxation of dividend restrictions by various central banks going into FY21 

on the back of improved visibility for an economic recovery, DBS Group Research expects 

MAS to also ease its stance for Singapore banks. 

We expect higher dividends for FY21F on gradual relaxation of dividend caps; a two-stage 

relaxation seems to be a more likely scenario. As the targeted loan moratorium under the 

Extended Support Scheme – Standardised rolls off after June 2021, we expect MAS to 

progressively relax its dividend restrictions for banks. A two-stage relaxation, where 

Singapore banks would initially be allowed to pay out up to a percentage of their FY21F 

net profit prior to the complete removal of restrictions, seems to be a more likely scenario. 

We believe higher dividends are on the horizon as the managements of banks have 

signalled their willingness and ability to commit to higher dividends in FY21F, subject to 

MAS guidelines. 

Banks may adjust high capital buffers through some special dividends from FY22F, subject 

to asset quality and corporate actions. As of end-4Q20, Singapore banks’ CET1 ratios 

(which compares a bank’s capital against its risk-weighted assets to determine its ability 

to withstand financial distress) of 13.9-15.2% were well above their comfortable operating 

range of ~13% +/-0.5%. Mathematically, the banks can revert to FY19’s dividend 

policy/payout levels and will still have ample capital buffers within their comfortable range. 

We believe banks may adjust their high capital buffers via special dividends from FY22F, 

subject to asset quality and corporate actions at that juncture, as they navigate through 

a COVID-19 recovery. Should provisions come within managements’ current expectations, 

we believe there is a case for some special dividends from FY22F. Besides that, OCBC 

Bank (OCBC SP) and UOB (UOB SP) are good recovery plays as we look towards an 

earnings recovery led by more stable net interest margins, higher loan growth, and lower 

credit costs alongside an uptick in long-end yields. 

 

Rui Wen LIM  |  Analyst         

 

 

Table 1:  Singapore Banks – Theoretical dividend payouts 

   

 
* excess capital above CET1 ratio assumed to be 13.5% in FY21 

** dividend yield calculated as of 1 April 2021  

Source: Bloomberg, DBS 

Excess capital for 

FY22F (SGD per 

share)

OCBC 15.20% 0.63

UOB 14.70% 0.924.20%

Implied dividend 

yield (FY21F)**

4,303 235,597 4,992 1.12 0.48 4.00%

FY21F net 

profit (USDm)

FY21F RWA 

(USDm)

FY20A CET1 

ratio

Excess capital 

(SGDm)*

Excess capital (SGD 

per share)

Assume 50% 

dividend payout 

ratio for FY21F (S$ 

3,655 243,476 3,364 2.01 1.09



 

 

 

 

 

 

 

 

 

 

CIO Markets Watch 

Global Cross Assets YTD Returns   

 

Global Sector YTD Returns   

 

Global Equity Valuation   

 

US Corporate Spreads  

 

Prices & Spreads    

 Spot 1Q21 4Q20 3Q20 

Rates       

Fed Funds Target 0.25 0.25 0.25 0.25 

ECB Main Refinancing Rate 0.00 0.00 0.00 0.00 

BOJ Policy Balance Rate -0.10 -0.10 -0.10 -0.10 

US Treasury 10-yr 1.67 1.74 0.92 0.69 

Japanese Govt Bond 10-yr 0.10 0.09 0.02 0.01 

German Bunds 10-yr -0.30 -0.29 -0.57 -0.52 

Spreads     

US Agg Corporate Spread 0.88 0.91 0.96 1.36 

US Corporate HY Spread 2.92 3.10 3.60 5.17 

Euro Agg Corporate Spread 0.90 0.94 0.95 1.23 

EM USD Agg Spread 2.63 2.67 2.68 3.34 

Currencies      

US Dollar Index (DXY) 92.1 93.2 89.9 93.9 

EUR/USD 1.19 1.17 1.22 1.17 

USD/JPY 109.4 110.7 103.3 105.5 

USD/CNY 6.5 6.6 6.5 6.8 

Commodities      

WTI Oil 60 59 49 40 

London Metal Exchange (LMEX) 3812 3787 3415 2968 

TR/CC CRB Commodity 186 185 168 149 

Gold 1733 1708 1898 1886 

Index Returns   

 1 week MTD QTD YTD 

Equities      

S&P 500 1.2% 3.9% 3.9% 9.9% 

NASDAQ 1.1% 4.6% 4.6% 7.5% 

Russell 2000 -1.4% 0.6% 0.6% 13.1% 

Stoxx Europe 600 0.7% 1.3% 1.3% 9.1% 

Nikkei-225 -1.8% 1.2% 1.2% 7.6% 

MSCI WORLD  1.2% 3.4% 3.4% 8.1% 

MSCI ACWI 0.9% 3.0% 3.0% 7.3% 

MSCI Asia ex-Japan -1.2% 0.5% 0.5% 2.9% 

MSCI EM -1.2% 0.4% 0.4% 2.4% 

HSCEI -3.1% -0.9% -0.9% 1.3% 

SHCOMP -2.1% -0.8% -0.8% -1.7% 

Hang Seng  -1.7% 0.3% 0.3% 4.5% 

STI Index -1.1% 0.3% 0.3% 11.6% 

Fixed Income     

Barclays Global Aggregate 0.5% 0.7% 0.7% -3.8% 

Barclays US Aggregate 0.3% 0.5% 0.5% -2.9% 

Barclays US High Yield 0.3% 0.7% 0.7% 1.5% 

Barclays Euro Aggregate -0.3% -0.1% -0.1% -2.0% 

Barclays Euro High Yield 0.1% 0.3% 0.3% 2.5% 

JPM EMBI Global 0.8% 1.2% 1.2% -3.6% 

JPM EMBI Global Diversified 0.5% 0.9% 0.9% -4.1% 
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Disclaimers and Important Notice 

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only. This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively “DBS”) and clients 

to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank. 

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as described, nor is it 

calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such. 

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to any actual 

transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors or employees (collectively the 

“DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information herein may be subject to further revision, 

verification and updating and DBS Group undertakes no responsibility thereof. 

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial situation or 

particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure that you understand the 

transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In particular, you should read all the relevant 

documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such independent investigations as you consider necessary or 

appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned in this publication is suitable for you. DBS Group does not act as an adviser 

and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction in reliance on the information 

contained herein. In order to build your own independent analysis of any transaction and its consequences, you should consult your own independent financial, accounting, tax, legal or other 

competent professional advisors as you deem appropriate to ensure that any assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and 

objectives without relying in any way on DBS Group or any position which DBS Group might have expressed in this document or orally to you in the discussion. 

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be intercepted, 

corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the Information, which may arise 

as a result of electronic transmission. If verification is required, please request for a hard-copy version. This publication 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 locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.  

Dubai International Financial Centre: This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the “DIFC”) under the trading name “DBS 

Vickers Securities (DIFC Branch)” (“DBS DIFC”), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building 

5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the “DFSA”) with a DFSA reference number F000164. For more information on 

DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.  

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or contact us 

immediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational purposes. The security, accuracy 

and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions against viruses, DBS DIFC does not accept any liability for any virus, malware or similar in 

this email or any attachment. This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the “COB Module”), 

and should not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules. 

Hong Kong: This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK”) which is regulated by the Hong Kong Monetary Authority (the “HKMA”) and the Securities 

and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited. 

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is 

believed to be reliable, the information has not been independently verified by DBSHK.  

Singapore: This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) (“DBS”) which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated by 

the Monetary Authority of Singapore (the “MAS”). 

Thailand: This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (“DBSVT”). 

United Kingdom: This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’s Churchyard, London EC4M 8AB. (“DBS Vickers UK”) which is authorised 

and regulated by the Financial Conduct Authority (the “FCA”)
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US Economic Surprise Index  

 

Asia Pacific Economic Surprise Index  

 

Macro Calendar     

 Date Period Survey Prior  

 United States & Eurozone     

Initial Jobless Claims (US) 15-Apr 10-Apr 700k 744k 

CPI m/m (US) 13-Apr Mar 0.50% 0.40% 

CPI y/y (EU) 16-Apr Mar 1.30% 0.90% 

U. of Mich. Sentiment (US) 16-Apr Apr 89 84.9 

Retail Sales Advance m/m (US) 15-Apr Mar 5.70% -3.00% 

MBA Mortgage Applications (US) 14-Apr 09-Apr -- -5.10% 

Industrial Production m/m (US) 05-Apr Mar 2.50% -2.20% 

Housing Starts (US) 16-Apr Mar 1611k 1421k 

Macro Calendar     

 Date Period Survey Prior  

 Asia        

Industrial Production m/m (JP) 19-Apr Feb -- -2.10% 

GDP y/y (CN) 15-Apr 1Q 18.50% 6.50% 

Core Machine Orders m/m (JP) 13-Apr Feb 2.50% -4.50% 

Non-oil Domestic Exports y/y (SG) 15-Apr Mar 2.60% 4.20% 

GDP y/y (SG) 13-Apr 1Q -0.50% -2.40% 

Industrial Production y/y (CN) 15-Apr Mar 18.00% -- 

Trade Balance (CN) 12-Apr Mar $52.00

b 

$78.17b 

Retail Sales y/y (CN) 15-Apr Mar 28.00% -- 

http://www.dbs.com/ae/our--network/default.page



