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Key Points 

▪ Equities: Semiconductor market value 

rose to USD460b last year; projected to 

surpass USD600b by 2025 

▪ FX: EM currencies to benefit from Wall 

Street’s overnight gains; but upside will 

be limited 

▪ Rates: Implied real UST yields stayed 

anchored despite the Fed’s indication 

of upcoming policy normalisation; real 

yields expected to rise 

▪ Thematics: Improving fundamentals for 

aircraft lessors 

▪ The Week Ahead: Keep a lookout for US 

Change in Initial Jobless Claims; Japan 

Industrial Production Numbers 

 

GLOBAL CROSS ASSETS 

Returns of cross assets around the world 

 

Index Close Overnight YTD 

DJIA 34869.63 0.76% 13.93% 

S&P 500 4468.73 0.23% 18.97% 

NASDAQ 15105.58 -0.07% 17.20% 

Stoxx Europe 600 467.69 0.29% 17.21% 

DAX 15701.42 0.59% 14.45% 

CAC 40 6676.93 0.20% 20.27% 

FTSE 100 7068.43 0.56% 9.41% 

MSCI AxJ 834.41 -0.94% -1.01% 

Nikkei 225 30447.37 0.22% 10.94% 

SHCOMP 3715.37 0.33% 6.98% 

Hang Seng  25813.81 -1.50% -5.20% 

MSCI EM 17446.31 -0.16% 18.42% 

UST 10-yr yield* 3127.86 0.07% 8.85% 

JGB 10-yr yield* 6088.16 -0.11% 1.82% 

Bund 10-yr yield* 1570.13 -0.37% -3.51% 

US HY spread* 3074.31 -0.79% 8.11% 

EM spread* 58177.76 -0.22% 21.83% 

WTI (USD) 1301.54 -0.57% 0.80% 

LMEX 34869.63 0.76% 13.93% 

Gold (USD) 4468.73 0.23% 18.97% 

Source: Bloomberg 

* Changes in basis points  

 

Equities: Semiconductor sector sees expansion in global 

TAM 
 

The acute shortages in semiconductor chipsets have been repeatedly highlighted in 

the news over past months, especially in the automotive sector. Automakers have 

delayed their output or shut down plants temporarily while waiting for component 

supplies to normalise.  

Automotive is not the only sector enjoying extraordinary end demand. Other sectors 

including notebook and desktop computers, smart mobile devices, and high-

performance computing are also enjoying unprecedented demand surge.  

The outlook for the semiconductor sector is enhanced by the rising number of 

devices, appliances, and equipment being chipset-embedded and wireless-enabled. 

This trend should accelerate and drive far-reaching transformation in digital 

innovation and adoption.  

Against this backdrop, semiconductor foundry total addressable market (TAM) rose 

to USD460b in 2020 and is projected to surpass USD600b by 2025 (Figure 1). With 

rapid technological development, it is likely the TAM could reach that level earlier 

than expected.  

Industrial automation is one of the emerging trends within this thematic backdrop – 

smart factories operating on industrial Internet of things (IIOT) architecture with 

advanced semiconductor chipsets. More and more large-scale factories and 

production facilities will adopt the use of programmable automation which enables 

live and instant monitoring of the vast production floor on a remote and 24/7 basis.  

We recommend investors maintain exposure to long-term winners such as firms 

operating in the wafer contract manufacturing segment which has leadership in 

technology and will drive technological advancement.  

The semiconductor sector is an integral component in the growth side of the DBS 

CIO Barbell Strategy and I.D.E.A. fund, as the sector encompasses a wide range of 

industries, segment, and interrelated supply chains. More importantly, demand for 

tech-devices and seamless connectivity will only be higher going forward. 

Yeang Cheng Ling | Strategist 
 

Figure 1:  Further upside in semiconductor TAM 

 

  Source: Bloomberg, DBS 
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Figure 2: AUD bounce 

 

Source: Bloomberg, DBS 

FX: Mixed ahead of US CPI data 

Monday’s relief rally was confined to the commodity currencies. CAD, AUD, and NZD 

appreciated 0.4%, 0.2%, and 0.1%, respectively. The Dow Jones Industrial Average 

rebounded 0.8% on Monday (13 September) after last week’s selloff on US inflation 

fears. US 10Y Treasury yield eased to 1.326% from 1.341% in anticipation of a 

moderation in US CPI inflation today. Investors are mindful that headline and core CPI 

inflation are still running hot above 5% and 4%, respectively. They will be looking for 

signs of companies passing on higher input costs from supply shortages and 

disruptions to the consumer. 

 

US inflation to stay high 
 

 % m/m % y/y 

Inflation gauge August 

consensus 

July 

actual 

August 

consensus 

July actual 

CPI inflation 0.4 0.5 5.3 5.4 

Core CPI 0.3 0.3 4.2 4.3 

 

Apart from inflation, investors are also worried that interest rates and taxes are heading 

up too. JPY and CHF are weak around 110 and 0.92 per USD, respectively, unable to 

brush off the prospect of the Fed tapering asset purchases by end-2021. Neither could 

gold which was lacklustre below USD1800/oz for a fifth session. Although the broader 

S&P 500 rose 0.2% on Monday, it ended the session below its open from House 

Democrats pushing for the US corporate tax rate to rise to 26.5% from 21% to fund 

President Joe Biden’s budget. The Nasdaq Composite Index disappointed and 

weakened 0.1% despite Apple’s scheduled iPhone launch event today.  

  

Emerging Markets, including their currencies, might benefit from Wall Street’s overnight 

gains but the upside will be limited. Although Covid cases in the US dipped, the outbreak 

in China spread to the Fujian province which led to new restrictions. New Zealand also 

extended its Level 4 lockdown in Auckland for another week. Singapore is bracing for 

new cases to reach 1000 and exceed May’s high in the next few weeks. China slowdown 

worries linger from its crackdown in the private sector; troubled Evergrande is also seen 

edging closer to restructuring. The People’s Bank of China is expected to lower its 

reserve requirement ratio rather than interest rates. 

 

Philip Wee |  FX Strategist 

 

 

 

 

Figure 3: UST implied real yields 

 

Source: Bloomberg, DBS 

 

Rates: Real yields are too low  

Implied real yields for US Treasuries have stayed anchored even as the Federal Reserve 

indicated at June’s Federal Open Market Committee meeting that normalisation is 

upcoming. Most of this can be attributed to compressed term premium and general 

expectations that the Fed would keep policy settings loose for an extended period. 

While it has been clearly communicated that the Fed has shifted to an Average Inflation 

Targeting (AIT) regime, we are not convinced that real rates should be this low.  

First, inflation has been more persistent and higher than expected over the past few 

months. It is unclear if supply side constraints would ease in the near term. The Fed has 

generally stuck to its transitory inflation view but we think that risks may be tilted to the 

upside. In any case, excessively loose monetary policy may not increase output or 

employment but may worsen price pressures and distort market signals further. 

Second, we think that growth risks may be overpriced in US Treasuries. To be sure, the 

Delta variant dented global (and the US) growth in 3Q but we may well have crested this 

wave, with global Covid cases ticking down. Meanwhile, vaccinations are progressing 

with more parts of the world ready to open up as herd resilience gets within sight. 
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Taken together, we think that real yields should rise as market participants recognise 

that we may be past peak Delta fears and a period of recovery could lie ahead. 

Moreover, we are not convinced that the Fed would want real yields to stay this low 

when they shift focus towards inflation and normalisation. To put things into context, 

10Y real yields generally hovered between zero to 1% post taper tantrums in 2013. This 

rate is close to -1% currently. Assuming long-term US inflation of 2% and neutral real 

yields of between -0.5 to 0%, nominal 10Y yields can comfortably hover in the 1.5-2.0% 

range (similar to levels seen pre-pandemic). 

Eugene Leow  |  Rates Strategist 



 

 

 

  

 

Thematics:  Regional aviation – Aircraft lessors to see 

fundamentals improve 

▪ Cash collection rates should 

improve in tandem with the 

financial health of airlines as 

passengers return 

▪ While we anticipate more aircraft 

impairments in 2H21, aircraft 

values should stabilise from 2022 

▪ The sector’s medium-term outlook 

continues to be positive amid 

several structural drivers  

▪ Despite disappointing 1H21 

results, the correction in air lessors’ 

share prices is overdone as 

earnings prospects remain sound 

Earnings to pick up momentum from here. Below-par earnings of air lessors 

under our coverage in 1H21 was a blip. We anticipate the net earnings of the 

lessors to grow at a commendable 15-20% compound annual growth rate 

(CAGR) between FY20-22. Cash collection should trend higher, and receivable 

impairment losses should become less probable as airlines narrow net losses 

and cash burn. Further asset impairments for are also less likely with aircraft 

values expected to stabilise going forward. Meanwhile, Chinese lessors with 

concentration in single-aisle aircrafts and China may not record any asset write-

offs.  

 

Optimistic on medium-term prospects. Lessors are set to increase their share 

of the global fleet over the next several years as airlines increasingly turn to 

leasing for their capacity requirements. Covid will likely accelerate the 

retirement of older aircrafts and propel airlines to transition to new-generation 

aircrafts. However, airlines now have less bandwidth for capital spending, due 

to record debt levels and higher cost of funding. In contrast, leading aircraft 

lessors continue to enjoy strong access to capital with cheap cost of debt. Apart 

from this, we expect a rise in mergers and acquisitions among lessors to 

translate into opportunities for well capitalised lessors to acquire assets at 

distressed prices, and more negotiating power for the remaining players. 

 

Yet valuations are still near trough levels. DBS Group Research believes that the 

lessors under our coverage are trading at unjustifiably cheap valuations. The 

disparity between their bargain valuations and earnings outlook presents a 

golden buying opportunity, in our view. 
 

 

Jason Sum |  Analyst              

Paul Yong |  Analyst                                        

           

             

 

 

Figure 4: Lessor/airline share of passenger aircraft Figure 5: Credit rating distribution of 29 airlines 
 

 

 

Source: Cirium, DBS  

 

Source: S&P Global Ratings, Moody’s, DBS 
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INDEX RETURNS   

 1 week MTD QTD YTD 

Equities      

S&P 500 -1.5% -1.2% 4.0% 19.0% 

NASDAQ -1.7% -1.0% 4.1% 17.2% 

Russell 2000 -2.2% -1.5% -3.0% 13.5% 

Stoxx Europe 600 -1.6% -0.7% 3.3% 17.2% 

Nikkei-225 2.7% 8.4% 5.8% 10.9% 

MSCI WORLD  -1.4% -0.5% 3.6% 16.2% 

MSCI ACWI -1.4% -0.5% 2.5% 14.1% 

MSCI Asia ex-Japan -1.8% -0.4% -6.2% -1.0% 

MSCI EM -1.7% -0.5% -5.3% 0.8% 

HSCEI -1.4% 0.6% -13.4% -14.0% 

SHCOMP 2.6% 4.8% 3.5% 7.0% 

Hang Seng  -1.3% -0.3% -10.5% -5.2% 

STI Index -0.9% 0.6% -1.8% 8.1% 

Fixed Income     

Barclays Global Aggregate -0.2% 0.0% 0.9% -2.3% 

Barclays US Aggregate 0.2% 0.1% 1.0% -0.6% 

Barclays US High Yield 0.2% 0.4% 1.3% 5.0% 

Barclays Euro Aggregate -0.2% -0.2% 0.9% -1.4% 

Barclays Euro High Yield 0.2% 0.3% 1.0% 4.6% 

JPM EMBI Global 0.1% 0.2% 1.7% 0.6% 

JPM EMBI Global Diversified -0.1% 0.1% 1.5% 0.4% 

PRICES & SPREADS    

 Spot 2Q21 1Q21 4Q20 

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 1.33 1.47 1.74 0.92 

Japanese Govt Bond 10-yr 0.05 0.05 0.09 0.02 

German Bunds 10-yr -0.33 -0.21 -0.29 -0.57 

Spreads     

US Agg Corporate Spread 0.86 0.80 0.91 0.96 

US Corporate HY Spread 2.76 2.68 3.10 3.60 

Euro Agg Corporate Spread 0.87 0.86 0.94 0.95 

EM USD Agg Spread 2.69 2.57 2.67 2.68 

Currencies      

US Dollar Index (DXY) 92.7 92.4 93.2 89.9 

EUR/USD 1.18 1.19 1.17 1.22 

USD/JPY 110.0 111.1 110.7 103.3 

USD/CNY 6.5 6.5 6.6 6.5 

Commodities      

WTI Oil 70 73 59 49 

London Metal Exchange (LMEX) 4370 4152 3787 3415 

TR/CC CRB Commodity 221 213 185 168 

Gold 1794 1770 1708 1898 

CIO Markets Watch 

Global Cross Assets YTD Returns   

 

Global Sector YTD Returns   

 

Global Equity Valuation   

  

US Corporate Spreads    
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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”).

CIO Economics Watch 

US Economic Surprise Index  

 

Asia Pacific Economic Surprise Index  

 

MACRO CALENDAR     

 Date Period Survey Prior 

 United States & Eurozone     

Initial Jobless Claims (US) 16-Sep 11-Sep 323k 310k 

CPI y/y (US) 14-Sep Aug 5.30% 5.40% 

CPI y/y (EU) 17-Sep Aug 3.00% 2.20% 

U. of Mich. Sentiment (US) 17-Sep Sep 72 70.3 

Retail Sales Advance m/m (US) 16-Sep Aug -0.70% -1.10% 

MBA Mortgage Applications (US) 15-Sep 10-Sep -- -1.90% 

Industrial Production m/m (US) 15-Sep Aug 0.50% 0.90% 

Empire Manufacturing (US) 15-Sep Sep 18 18.3 
 

MACRO CALENDAR     

 Date Period Survey Prior 

 Asia        

Industrial Production m/m (JP) 14-Sep Jul -- -1.50% 

Core Machine Orders m/m (JP) 14-Sep Jul 2.50% -1.50% 

Non-oil Domestic Exports y/y (SG) 16-Sep Aug 8.80% 12.70% 

Tertiary Industry Index m/m (JP) 15-Sep Jul 0.30% 2.30% 

Industrial Production y/y (CN) 14-Sep Aug 5.80% 6.40% 

Retail Sales y/y (CN) 14-Sep Aug 7.00% 8.50% 

Trade Balance (JP) 15-Sep Aug ¥6.5b ¥441.0b 

Capacity Utilization m/m (JP) 14-Sep Jul -- 6.20% 
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