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Key Points 

 

▪ Equities: Safe haven amid global growth 

slowdown fears; S-REITs to resume its 

pre-Covid climb after strong results 

 

GLOBAL CROSS ASSETS 

Returns of cross assets around the world 

Index Close Overnight YTD 

DJIA 32,798.40 -0.1% -9.7% 

S&P 500 4,118.63 -0.3% -13.6% 

NASDAQ 12,368.98 -0.2% -20.9% 

Stoxx Europe 600 437.46 -0.2% -10.3% 

DAX 13,479.63 0.0% -15.1% 

CAC 40 6,436.86 -0.2% -10.0% 

FTSE 100 7,413.42 -0.1% 0.4% 

MSCI AxJ 641.95 0.0% -18.7% 

Nikkei 225 27,993.35 0.7% -2.8% 

SHCOMP 3,259.96 0.2% -10.4% 

Hang Seng  20,165.84 0.0% -13.8% 

MSCI EM 995.04 0.1% -19.2% 

UST10-yr yield* 2.57 -7.5  106.3  

JGB 10-yr yield* 0.18 0.1  11.4  

Bund 10-yr yield* 0.78 -3.8  95.8  

US HY spread* 4.65 -4.0  182.0  

EM spread* 445.77 -30.0  115.5  

WTI (USD) 93.89 -4.8% 24.8% 

LMEX 3,808.80 -1.1% -15.4% 

Gold (USD) 1,772.17 0.4% -3.1% 

Source: Bloomberg 

* Changes in basis points 

▪ FX: USD/JPY hit our forecast of 132 for 

3Q22 as investors cut short JPY bets; 

USD/JPY’s next major test is at 130.2 and 

our year-end target is 129 

▪ Rates: Investors getting more 

comfortable with duration risks; time to 

add receive positions (across USD, SGD, 

and HKD rates) when yields bounce 

▪ Thematics: China brokerage sector – 

private pensions to drive multi-year 

growth 

▪ The Week Ahead:  Keep a lookout for US 

Change in Nonfarm Payrolls; Japan 

Current Account Balance 

Equities: Hospitality REITs ride on global travel 

recovery 
 

We believe Singapore real estate investment trusts (REITs) could weather the global 

growth slowdown, as Singapore’s services sector gains speed from economic 

reopening. Although cost pressures such as utility bills and financing costs are rising, 

the financial matrix of the sector is sound enough to absorb such cost pressures. For 

example, the gearing cap of 60% imposed on this sector would reduce risk to rising 

interest rates, and most REITs are at just about 45% gearing.  

Upward rental revisions, however, may face some resistance as tenants are already 

feeling the heat from higher costs, especially in the industrials and retail space, whereas 

hotels can charge higher room rates due to rising demand. As financing costs rise, it 

has become more challenging to make yield-accretive acquisitions.  In this respect, look 

out for REITs which can mitigate higher interest costs with lower gearing, high hedge 

ratio, minimal debt expiry, and those which can tap on their sponsors’ large pipeline, as 

well as strong pricing power to pass on costs.    

The latest earnings results from hotel REITs reflected the strength in Singapore’s travel 

recovery, with most hoteliers reporting stronger portfolio RevPAR (revenue per available 

room) of up to 80% of pre-Covid levels, which is ahead of our initial expectations. There 

is also overall optimism that occupancy levels will rise as global travel resumes, with 

more tourist arrivals, conferences, exhibitions, and events taking place in Singapore.  

Following the peaking of the US bond yields, valuations for Singapore REITs in terms of 

yield spread (dividend yield minus US 10Y bond yields) have hit a floor and set the stage 

for widening.  At absolute yields of around 4-7%, we believe S-REITs is a sector which 

can consistently provide strong returns over the years, considering its stable growth 

profile and its leverage to the Singapore economy.     

 

Joanne Goh | Strategist  

 

Figure 1:  S-REITs to resume its pre-Covid climb 

 

 

Source: Bloomberg, DBS 
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 FX:  Watching US data and Fed, JPY shorts unwind, AUD 

looking forward to RBA 

Figure 2: Pay attention to prices paid in the US ISM 

surveys  

 

 Source: Bloomberg, DBS 
 

USD started August on a weak note. DXY depreciated 0.4% to 105.5, following through 

on the 0.4% sell-off last Friday (29 July). Markets continue to scale back Fed hike 

expectations on US recession fears. The US Treasury 10Y yield fell 7.6 bps to 2.573%, 

close to the 2.5% Fed Funds Rate (FFR). The 2Y yield fell less by 1.4 bps to 2.87% and 

further inverted the yield curve to -29.7 bps, its deepest since September 2000. In the 

ISM manufacturing purchasing managers’ index (PMI) survey, prices paid fell sharply 

from 78.5 in June to 60 in July, its lowest level since August 2020. However, prices paid 

in Wednesday’s ISM services PMI have a higher correlation with the US consumer price 

index (CPI) inflation. So, pay attention to that number on Wednesday.  

Meanwhile, Chicago Fed President Charles Evans will host reporters for a breakfast 

conversation Tuesday. With the FFR at neutral, let us see if Evans signals a shallower 

hike in September to provide time for the Fed to assess the impact of the frontloaded 

hikes on inflation, jobs, and the economy. Consensus expects today’s JOLTS jobs 

openings to fall to 11,000k in June from 11,254k in May. Despite the labour shortages, 

more US companies have, during the earnings season, provided guidance to slow hiring, 

with some looking to shrink staff. Markets are bracing for Friday’s US nonfarm payrolls 

to add 250k jobs in July, fewer than the 372k in June.  

USD/JPY hit our forecast of 132 for 3Q22. Within the DXY basket, JPY benefitted most 

from receding odds for more outsized Fed hikes. Over the fortnight, USD/JPY fell to 

131.6 from its peak of 139.4. Apart from cutting short JPY bets, speculators backed off 

from attacking the Bank of Japan’s (BOJ) (8301 JP) loose monetary policy stance. The 10Y 

JGB yield retreated to 0.18% after 3-4 months of pressure to push it above 0.25%, the 

ceiling under the BOJ’s yield curve control framework. Having broken below the 50-day 

moving average (dma) last Friday, USD/JPY’s next major test is at 130.2, the support level 

marked by the 100-day moving average. Our end-year target is 129. 

AUD closed above 0.70 for the first time since 16 June. Unlike the last time, the Oz is 

above and not below its 50-dma. AUD should benefit from the Reserve Bank of 

Australia’s (RBA) 50 bps hike (to 1.85%) expected today without worrying about an 

outsized Fed hike later. According to the Melbourne Institute of Applied Economic and 

Social Research, prices of utilities and rent drove inflation to 5.4% y/y in July from 4.7% 

in June, its fastest on record. With the Treasury predicting no recession for Australia and 

looking for CPI inflation to peak in 4Q22 and staying above the 2-3% target until 2024, 

the RBA will follow through with more hikes to bring the cash rate target to the 

estimated 2.5% neutral rate. For now, AUD’s goal is to head towards 0.7120 or its 100-

day moving average, a hurdle it must clear before it can contemplate returning to June’s 

high near 0.73. 

 

Philip Wee | FX Strategist       
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 Rates:  Cooling off the growth outlook 

Figure 3: Cooling off  

 

Source: Bloomberg, DBS 
 

We have toned down our USD/SGD/HKD yield forecasts amidst a weaker growth 

outlook. The new numbers are more in line with lower US/global growth and our 

expectations that we are already cresting the three peaks – peak inflation, peak Fed 

action, and peak Fed rhetoric. Note that our US gross domestic product growth forecast 

has been revised lower to 2% for 2022 and is slowing further to 1.3% in 2023. Policy 

rates will likely be held steady after peaking at 3.5% as the Fed balances slowing growth 

and somewhat elevated inflation relative to their 2% target.  

With Fed Chair Powell opening the door for a slower pace of tightening and the US in 

technical recession, the market has begun unwinding much of the trades that were 

popular in 1H22.  

We think a nuanced view is needed. Our breakdown of USD rates and our 10Y yield 

model both reflect a weaker growth and weaker inflation backdrop. However, it is far 

from clear that the US is in for a deep recession especially when the labour market is 

still so tight. While headline inflation is likely to cool on the back of lower commodity and 

food prices, it is probably too early to declare the victory over sticky inflation won. US 

yields are probably reflecting a too pessimistic outlook for the coming few quarters. The 

shift lower in yields over the past month can probably be attributed to position 

adjustments, rather than a big fundamental change. 

That said, we think that investors are probably getting more comfortable with duration 

risks. And we think it makes sense to add receive positions (across USD, SGD, and HKD 

rates) when yields bounce somewhat. There are nuances between the tenors and 

currencies. On balance, we think that receive on spikes makes more sense in the longer 

tenors (5Y and 10Y). for shorter tenors, we are somewhat wary of the 18M tenor for 

USD rates, which have priced in Fed cuts in 2023 (something we do not agree with). 

SGD rates of that tenor look like a more attractive receive. 

 

Eugene Leow | Rates Strategist 

Duncan Tan | Rates Strategist 
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 Thematics:  China brokerage sector – private pensions 

to drive multi-year growth 

▪ New rules for private pensions to 

invest in pension-purposed mutual 

funds may lead to multi-year growth 

opportunity 

▪ Our blue-sky scenario suggests 

pension-purposed mutual fund AUM 

may reach CNY11t in the next 10 

years 

▪ Market activities recovered strongly 

in June; with liquidity remaining 

accommodative, we expect a positive 

outlook in 2H22 

Private pensions the multi-year catalyst. The China Securities Regulatory Commission 

(CSRC) has released new rules for private pensions to invest in pension-purposed 

mutual funds. With the scheme providing a tax incentive, the setup of a personal 

account system to allow full discretion, and low pension coverage, we believe it will 

spark a multi-year growth opportunity for China’s mutual fund market.  

Private pension mutual funds to reach CNY11t by FY32F. The scheme allows eligible 

citizens to contribute up to CNY12k per annum to a private pension account. Our blue-

sky scenario suggests the total value of private pension funds may reach CNY11.1t by 

FY32F, or 42% of existing mutual funds’ assets under management (AUM). With China’s 

pension assets accounting for only 4% of gross domestic product vs the average of 

50% among the Organization for Economic Cooperation and Development countries, 

the growth in China’s private pension mutual fund market remains phenomenal.  

Negatives in 2Q22F likely priced in; suggest positioning for 2H recovery. With robust 

total social financing in June and a stabilising A-share market, market activities 

including average daily turnover, margin finance, and mutual fund AUM all rebounded 

in June, and we expect the trend to continue given that liquidity remains 

accommodative. Brokers are likely to see a q/q improvement in their 2Q22 result, but 

this will remain on a decline y/y, dragged by weak investment income. Nonetheless, 

negatives are likely priced in, and investors should position for the 2H recovery ahead.  

China brokers under DBS coverage are expected to see a positive outlook in 2H. DBS 

Group Research prefers brokers with a strong investment banking/asset management 

franchise.  

Ken Shih | Analyst        

 

 

Figure 4: China pension asset growth Figure 5: China population by age group – FY20 

  
 

Source: MOHRSS, DBS HK Source: National Bureau of Statistics of China, DBS HK 
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CIO Markets Watch 

Global Cross Assets YTD Returns  

 

 

Global Sector YTD Returns  

 

Global Equity Valuation  

 

US Corporate Spreads  

 

INDEX RETURNS  

 1 week MTD QTD YTD 

Equities     

S&P 500 3.8% -0.3% 8.8% -13.6% 

NASDAQ 5.0% -0.2% 12.2% -20.9% 

Russell 2000 3.6% -0.1% 10.3% -16.1% 

Euro Stoxx 600 2.6% -0.2% 7.4% -10.3% 

Nikkei-225 1.1% 0.7% 6.1% -2.8% 

MSCI WORLD 3.7% 0.1% 8.0% -14.9% 

MSCI ACWI 3.4% 0.1% 7.0% -15.4% 

MSCI Asia ex-Japan 0.0% 0.0% -1.7% -18.7% 

MSCI EM 0.8% 0.1% -0.6% -19.2% 

HSCEI -2.8% -0.1% -10.3% -16.5% 

SHCOMP 0.3% 0.2% -4.1% -10.4% 

Hang Seng -1.9% 0.0% -7.7% -13.8% 

STI Index 1.8% 0.8% 4.4% 3.7% 

Fixed Income     

Barclays Global Aggregate 2.0% 0.7% 2.9% -11.4% 

Barclays US Aggregate 1.4% 0.5% 2.9% -7.7% 

Barclays US High Yield 1.7% 0.3% 6.2% -8.8% 

Barclays Euro Aggregate 2.0% 0.4% 4.6% -8.1% 

Barclays Euro High Yield 1.1% 0.3% 5.5% -9.6% 

JPM EMBI Global 2.5% 0.5% 3.7% -15.8% 

JPM EMBI Global Diversified 2.6% 0.0% 3.2% -18.6% 

PRICES & SPREADS  

 Spot 2Q22 1Q22 4Q21 

Rates     

Fed Funds Target 2.50 1.75 0.50 0.25 

ECB Main Refinancing Rate 0.50 0.00 0.00 0.00 

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

US Treasury 10-yr 2.58 3.02 2.34 1.51 

Japanese Govt. Bond 10-yr 0.18 0.23 0.21 0.07 

German Bunds 10-yr 0.78 1.33 0.55 -0.18 

Spreads     

US Agg Corporate Spread 1.43 1.55 1.16 0.92 

US Corporate HY Spead 4.65 5.69 3.25 2.83 

Euro Agg Corporate Spread 1.86 2.15 1.31 0.97 

EM USD Agg Spread 4.01 4.04 3.13 2.85 

Currencies     

US Dollar Index (DXY) 105.5 104.7 98.3 95.7 

EUR/USD 1.03 1.05 1.11 1.14 

USD/JPY 131.6 135.7 121.7 115.1 

USD/CNY 6.8 6.7 6.3 6.4 

Commodities     

WTI Oil 94 106 100 75 

London Metal Exchange (LMEX) 3809 3879 5174 4502 

TR/CC CRB Commodity 286 291 295 232 

Gold 1772 1807 1937 1829 
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CIO Economics Watch 

US Economic Surprise Index  

 

Asia Pacific Economic Surprise Index  

 

 

MACRO CALENDAR  

 Date Period Survey Prior 

United States & Eurozone     

Change in Nonfarm Payrolls (US) 05-Aug Jul 250k 372k 

Initial Jobless Claims (US) 04-Aug 30-Jul 260k 256k 

Durable Goods Orders (US) 03-Aug Jun 1.90% 1.90% 

MBA Mortgage Applications (US) 03-Aug 29-Jul -- -1.80% 

Unemployment Rate (US) 05-Aug Jul 3.60% 3.60% 

Factory Orders (US) 03-Aug Jun 1.20% 1.60% 

Trade Balance (US) 04-Aug Jun -$80.0b -$85.5b 

ISM Services Index (US) 03-Aug Jul 53.5 55.3 
 

MACRO CALENDAR  

 Date Period Survey Prior 

Asia     

BoP Current Account Balance (JP) 08-Aug Jun -- ¥128.4b 

Retail Sales y/y (SG) 05-Aug Jun 18.20% 17.80% 

Trade Balance (CN) 07-Aug Jul $82.20b $97.94b 

Exports y/y (CN) 07-Aug Jul 14.10% 17.90% 

Purchasing Managers Index (SG) 02-Aug Jul 50.1 50.3 

Imports y/y (CN) 07-Aug Jul 5.00% 1.00% 

Monetary Base y/y (JP) 02-Aug Jul -- 3.90% 

Caixin China PMI Services (CN) 03-Aug Jul 53.9 54.5 
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