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Key Points 

▪ Equities: Bank run on SVB triggered 

broad-based market weakness, no 

systemic fallout expected from SVB 

debacle 

▪ Credit: Amid fears of rampant risk, high 

quality, short duration credit minimises 

exposure to credit risk, while most geared 

to potential Fed moderation 

▪ FX: USD to soften before Fed meeting on 

22 March; UK budget to underpin GBP 

within 3-month range between 1.18 and 

1.24 

▪ Rates: Financial stability concerns to 

outweigh inflation worries for the Fed; 

diminishing odds of 50 bps hikes going 

forward 

▪ Thematics: Lithium consumption growth 

in power storage and battery production 

is set to remain strong this year   

 

 

GLOBAL MULTI-ASSET RETURNS 

Index Close Overnight YTD 

DJIA 31,910 -1.1% -3.7% 

S&P 500 3,862 -1.4% 0.6% 

NASDAQ 11,139 -1.8% 6.4% 

Stoxx Europe 600 454 -1.4% 6.8% 

DAX 15,428 -1.3% 10.8% 

CAC 40 7,221 -1.3% 11.5% 

FTSE 100 7,748 -1.7% 4.0% 

MSCI AxJ 616 -1.6% -0.5% 

Nikkei 225 28,144 -1.7% 7.9% 

SHCOMP 3,230 -1.4% 4.6% 

Hang Seng  19,320 -3.0% -2.3% 

MSCI EM 955 -1.4% -0.1% 

UST10-yr yield* 3.70 -20.5 -17.6 

JGB 10-yr yield* 0.40 -10.1 -1.4 

Bund 10-yr yield* 2.50 -13.4 -6.1 

US HY spread* 4.50 33.0 -19.0 

EM spread* 394.85 12.5 20.7 

WTI (USD) 76.68 1.3% -4.5% 

LMEX 3,933.00 -0.5% -1.3% 

Gold (USD) 1,868.26 2.0% 2.4% 

Source: Bloomberg 

* Changes in basis points 

 

Equities: No systemic fallout from SVB debacle 
 

Broad-based market weakness amid second largest bank failure in US history. Stocks 

plummeted last week (ended 10 March) as risk sentiment took a big hit from Silicon 

Valley Bank’s (SVB) (SIVB US) failed equity raise and subsequent bank run on Thursday 

(9 March ). Global  equities  were  down  3.6%, with  Developed  Markets and Emerging 

Markets

 

falling 3.6% and 3.3% respectively.  

US equities reversed their gains from the week before and notched one of their largest 

weekly losses of the year. The S&P 500, NASDAQ, and Dow fell 4.6%, 4.7%, and 4.4% 

respectively. The Dow’s decline was the largest since June 2022. Europe also fell amid 

the SVB plunge; the FTSE 100 and Stoxx 600 dipped 2.5% and 2.3% for the week. Asian 

equities were mixed with Hong Kong and China tumbling while Japan equities logged 

modest gains; HSCEI and Hang Seng were down 7.1% and 6.1%, while Nikkei 225 rose 

0.8% for the week.  

Topic in focus: No systemic fallout from SVB debacle; seek resilience from quality 

names. Notwithstanding the sizeable selloff, we believe that SVB’s collapse will not have 

significant contagion effect on the broader market as the incident was caused by the 

unique composition of SVB’s balance sheet rather than a systemic liquidity risk. To be 

specific, SVB held a large proportion of its assets in investments (57%) compared to the 

average US bank (24%), and it is this outsized exposure to interest rate-sensitive 

instruments coupled with the lack of hedging measures that contributed to the erosion 

of its asset base and subsequent need for fundraising. These circumstances were 

specific to SVB, and its share price performance reflected that; as can be seen in Figure 

1, the share price of niche financial companies, including SVB, fell more than large banks 

such as JPM (JPM US), Citi (C US), and Wells Fargo (WFC US). 

This incident reinforces our preference for quality as companies with established track 

records, robust financials, and strong economic moats are better able to withstand 

market shake-ups. Our strategies to navigate the current environment are as follows: 

▪ Stick with quality for growth equities and favour investment grade credit over high 

yield 

▪ Gain exposure to alternatives such as gold and private assets to create a holistic 

and resilient portfolio construct 

Figure 1: Major US banks were largely spared from the selloff 

 
Source: Bloomberg, DBS 
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 Credit: High quality, short duration credit best 

positioned for risks in the horizon 

Figure 2: Bank failures during the GFC had 

forced the Fed to pause 

 
Source: Bloomberg, DBS 

 

 

 

 

Figure 3: Softening ahead 

 
Source: Bloomberg, DBS 

 

 

 

 

 

 

 

 

 

Fearful markets could stay the Fed’s hand.  Just days after Powell signalled the potential 

for faster rate hikes ahead, the surprise collapse of SVB, termed the biggest banking 

failure since 2008, could stay the Fed’s hand. Historical data (Figure 2) illustrates that 

past bank failures during the global financial crisis (GFC) triggered a spreading of risk 

that forced the Fed to pause in their rate hikes. Although we are of the view that the 

current crisis is unlikely to pose systemic risks, it has undoubtedly dented market 

sentiment which would likely dull the Fed’s hawkish agenda. 

A narrowing window for higher yields.  Since September last year, we already anticipated 

that the opportunity for fixed income investors presented by higher rates could be 

more fleeting than most expect. We illustrated A Narrowing Window for Higher Yields 

even as the Fed rolled out consecutive outsized rate hikes, given that higher rates could 

invoke stresses if overextended. We also noted the inverted US 2Y/10Y yield curve, given 

that an inverted yield curve has oft been a predictor of a growth slowdown, which could 

then necessitate rates moving significantly lower.  

Stay with short duration high quality credit. Against this environment, we continue to 

advocate sticking with short duration and high quality credit to minimise exposure to 

credit risk. If the Fed cuts rates, the duration segment most geared to the rate cut would 

be the 2-5Y mark given the inverted yield curve. 

 

 

FX: Not a one-way market 

USD could soften during the Fed’s blackout period before the FOMC meeting on 22 

March.  DXY will likely test the floor of its 104-106 range set in the final week of February. 

During his semi-annual congressional testimonies last week, Fed Chair Jerome Powell 

was open to returning to a larger 50 bps hike if US data remained strong. His comment 

led to a brief spike in the US Treasury 2Y yield above 5%. On Friday (10 March), the same 

yield tumbled to 4.59% on a softer US jobs report in February and the collapse of SVB.  

On Sunday (12 March), the US Treasury, the Fed, and the Federal Deposit Insurance 

Corp announced an emergency “Bank Term Funding Program” to backstop all 

depositors, including those of Signature Bank that closed the same day. US stock market 

futures are recovering this morning on the swift action of federal regulators to limit the 

contagion risk from SVB. Hence, Tuesday’s US CPI data will still be necessary to affirm a 

second 25 bps Fed hike to 4.75-5% next week. Consensus expects headline inflation to 

slow to 6% y/y in February from 6.4% in December and core inflation to 5.5% from 5.6%. 

The UK Budget should underpin the GBP within its three-month range between 1.18 

and 1.24. On 15 March, Chancellor Jeremy Hunt will present the annual budget, which 

Prime Minister Rishi Sunak says will focus on cutting UK’s debt, not taxes. However, GBP 

could soften again ahead of the final 25 bps hike to 4.25% expected at next week’s Bank 

of England (BOE) meeting. BOE forecasts double-digit inflation falling sharply to 4% this 

year, in line with Sunak’s pledge to halve inflation this year. Although the UK economy 

narrowly averted a recession in 4Q22, consensus still sees a full year recession in 2023 

from weak household consumption and gross fixed investment. 

EUR should be firm within its three-month range between 1.05 and 1.10 ahead of the 

European Central Bank’s (ECB) third 50 bps hike to 3.50% (refi rate) expected on 16 

March. However, the governing council meeting could also end up as a “buy the rumor, 

sell the fact” event. This week’s hike will lift the policy rate above the European Union’s 

2Y bond yield and fuel expectations for the ECB to downsize hikes to 25 bps. More so if 

the ECB stops pre-committing and places greater emphasis on data for future rate 

decisions. 

 

0

1

2

3

4

5

6

7

一月 03 一月 08 一月 13 一月 18 一月 23

Fe
d

 F
u

n
d

s 
ra

te
 (

%
)

Banking Crisis

Fed Funds rateApril 2007: 

New Century 

filed for 

bankruptcy

protection 

July 2007: Bear Sterns 

liquidated two hedge 

funds

August 2007: 

American Home 

Mortgage filed for 

bankruptcy

March 2023: 

Collapse of 

SVB

95

100

105

110

115

二月-22 六月-22 十月-22 二月-23

DXY



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4: Near term target of 4.65% 

 
Source: Bloomberg, DBS 

 

Rates:  Financial stability considerations outweigh 

inflation concerns 
Financial stability considerations are currently outweighing inflation worries. For the 

most part of the past two weeks, US Treasury yields headed higher relentlessly, led by 

the front end. With data for the month of January much stronger than expected and 

Fed Chair Powell opening the door for a return to 50 bps hikes, market participants 

were too caught up and got blindsided by the failure of a regional bank in the US over 

the past two trading days. While this may yet prove to be an isolated incident (and 

somewhat smaller scale than the Lehman collapse during the GFC), it does highlight the 

risks of further rapid increases in policy rates. Note that this might well be the first time 

in the cycle that a US financial institution is facing distress. Prior to this incident, we note 

that money market stress did emerge in Korea and Gilt stresses also emerged in the 

UK late last year amid concerted central bank tightening. The upshot is that a too fast 

rise in interest rates is proving difficult for some segments of the financial system to 

cope. If financial institutions are forced to realise losses on their hold-to-maturity 

holdings, systemic problems could occur.  

From a policy perspective, we think this warrants Fed caution. If contagion risks are not 

contained, macroeconomic considerations will be secondary. Even with the announced 

deposits backstop and Bank Term Funding Program, it may take some time before the 

risks become clear. Assuming that there is no further spillover, we think that further 

tightening is probably in order, however, we caution against taking an overly aggressive 

stance at this stage in the cycle. While the labour market still seems resilient (NFP: 311k), 

there is still a need to monitor CPI and PPI prints this week. It can also be argued that 

the labour market is becoming less tight as participation rates tick up and wage gains 

ease. Again, we caution against putting too much weight on any single month of data as 

the interpretation can shift rapidly. Even as the latest round of data suggest that policy 

settings could go tighter, financial stability concerns is probably still the overriding 

implicit mandate for the Fed. This means that the odds of any 50 bps hikes have 

probably diminished going forward. Importantly, the terminal rate is unlikely to be much 

higher than what is already guided (5.25% as of December’s dotplot) and priced (2.8 

hikes by end June) until financial stability risks recede. 

Levels wise, we think 2Y yields are much more reasonable and reflag our 4.65% near-

term forecast (assuming no further fallout from the bank failure). Meanwhile, we still 

think that 10Y yields are too low relative to the 2Y tenor. 10Y yields did get close to 

4.10% in early March but has since receded to 3.70% amid risk aversion. Meanwhile, 

the curve (2Y/10Y) briefly inverted beyond 100 bps. Our call for steepening looks 

delayed as data still warrants a more extended rate hike cycle and slightly higher 

terminal rate than we initially envisaged at the start of the year. A Fed pause (or reversal 

if a hard landing takes place), a rethink of longer-term neutral and further loosening of 

Bank of Japan’s yield control curve are potential triggers that could drive steepening 

over the coming few months. 
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 Thematics: China Lithium – Supply still lagging demand 

▪ Expect low project commissioning 

rate to limit new market supply 

▪ Lithium price to stabilise after 20% 

YTD correction 

▪ Strong storage market and China EV 

sales growth to drive solid lithium 

demand 

 

Expect only half of the new supply to commence in 2023. Based on the lagging project 

development schedule, we believe the current market estimation on the new industry 

supply this year remains too bullish. Following feedback from industry participants, we 

expect only half of the pre-commissioned projects will commence over the next six 

months, while plants would need another six months to optimise the ore to be battery 

grade. Meanwhile, we expect a lower supply compound annual growth rate (CAGR) of 

25% (previous: 29%) in 2022-2025. 

Solid storage demand and China’s EV market to drive demand. Although China has cut 

electric vehicle (EV) purchase subsidies, we believe lithium consumption growth in 

power storage and battery production will remain strong this year. Also, demand would 

see support from improvement in the electronic products market. Meanwhile, we 

believe the clarity of the US’ Inflation Reduction Act may boost US lithium market growth 

in the medium term. We maintain our forecast that global lithium demand would 

accelerate to an estimated CAGR of 29% till 2025.  

The market concern of oversupply has been priced in. Contrary to market expectations 

of a deep correction, DBS believes the new project delays will support lithium price at 

an elevated level this year. Market leaders would be in strong positions to capture the 

fast industry growth relative to their global listed peers, and hence deserve higher 

valuation multiples. We expect the upcoming seasonal strength in EV sales to drive a 

lithium market price rebound and become a share price catalyst. 

 

 

Figure 5: Lithium supply net added overview, 2019-2025 Figure 6: Our lithium market assumptions 

 

 

Source: DBS Source: BloombergNEF, DBS 

2019 2020 2021 2022E 2023E 2024E 2025E

Unit: '000 tons LCE

Estimated supply 428 479 524 687 945 1,154 1,358

% growth 11.9% 9.4% 31.1% 37.6% 22.1% 17.7%

Asset-level

Albemarle 106 2 9 42 31 12 34

SQM 56 11 9 22 41 26 15

Tianqi 52 12 7 4 24 7 5

Pilbara 29 4 4 4 16 27 23

Ganfeng 22 5 4 5 7 7 7

MRL 27 -4 3 14 1 0 6

Altura 14 6 -20 24 10 7 5

Livent (FMC) 15 2 2 7 5 3 2

Citic Guoan 24 2 2 2 0 0 0

Galaxy 18 -2 7 3 3 12 13

Others 66 13 18 36 120 108 94

Total net added 51 45 163 258 209 204

% of supply 10.6% 8.6% 23.7% 27.3% 18.1% 15.0%

Unit: '000 tons LCE, RMB/t 2018 2019 2020 2021 2022 2023 2024 2025

Mine supply (lithium carbonate 

equivalent)
479 427 478 524 686 944 1,153 1,357

Refined capacity 413 555 719 997 1,284 1,528 1,668 1,770

Production 315 503 606 702 735 961 1,261 1,595

Implied utilisation (%) 76 91 84 70 57 63 76 90

Consumer electronics 66 73 98 92 81 84 95 99

Stationary storage 7 7 12 23 40 61 67 82

Passenger Evs 57 80 168 303 426 517 686 901

Commercial Evs 8 5 11 26 42 60 82 125

Others (E-buses and wheelers) 19 24 28 31 54 69 83 101

Total 158 190 317 474 644 791 1,012 1,308

China Li2CO3 price 116,813 68,971 44,026 121,026 479,194 470,000 450,000 380,000

China LiOH price 137676 82472 51817 113851 465,329 470,000 465,000 395,000



 

 

 

 

 

 

 

CIO Markets Watch 

Global Cross Assets YTD Returns  

 

Global Sector YTD Returns  

       

Global Equity Valuation  

       

US Corporate Spreads  

       

 
Source: Bloomberg, DBS 

INDEX RETURNS  

 1 week MTD QTD YTD 

Equities     

S&P 500 -4.5% -5.3% 0.6% 0.6% 

NASDAQ -4.7% -3.8% 6.4% 6.4% 

Russell 2000 -8.1% -8.2% 0.7% 0.7% 

Euro Stoxx 600 -2.3% 0.1% 6.8% 6.8% 

Nikkei-225 0.8% 3.0% 7.9% 7.9% 

MSCI WORLD  -3.6% -4.6% 2.1% 2.1% 

MSCI ACWI -3.6% -4.9% 1.9% 1.9% 

MSCI Asia ex-Japan -3.9% -8.0% -0.5% -0.5% 

MSCI EM -3.3% -7.4% -0.1% -0.1% 

HSCEI -7.1% -13.2% -3.9% -3.9% 

SHCOMP -3.0% -0.8% 4.6% 4.6% 

Hang Seng  -6.1% -11.5% -2.3% -2.3% 

STI Index -1.7% -5.6% -2.3% -2.3% 

Fixed Income     

Barclays Global Aggregate 1.3% -2.3% 1.0% 1.0% 

Barclays US Aggregate 1.2% -1.6% 1.5% 1.5% 

Barclays US High Yield -0.9% -1.9% 1.9% 1.9% 

Barclays Euro Aggregate 1.4% -1.2% 1.0% 1.0% 

Barclays Euro High Yield 0.0% -0.1% 3.1% 3.1% 

JPM EMBI Global 0.4% -2.1% 0.9% 0.9% 

JPM EMBI Global Diversified 0.4% -2.2% 0.8% 0.8% 

PRICES & SPREADS  

 Spot 4Q22 3Q22 2Q22 

Rates     

Fed Funds Target 4.75 4.50 3.25 1.75 

ECB Main Refinancing Rate 3.00 2.50 1.25 0.00 

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

US Treasury 10Y 3.70 3.88 3.83 3.02 

Japanese Govt. Bond 10Y 0.40 0.41 0.24 0.23 

German Bunds 10Y 2.50 2.57 2.11 1.33 

Spreads     

US Agg Corporate Spread 1.36 1.30 1.59 1.55 

US Corporate HY Spread 4.50 4.69 5.52 5.69 

Euro Agg Corporate Spread 1.54 1.70 2.25 2.15 

EM USD Agg Spread 3.38 3.32 4.03 4.04 

Currencies     

US Dollar Index (DXY) 104.6 103.5 112.1 104.7 

EUR/USD 1.06 1.07 0.98 1.05 

USD/JPY 135.0 131.1 144.7 135.7 

USD/CNY 6.9 6.9 7.1 6.7 

Commodities     

WTI Oil 77 80 79 106 

London Metal Exchange (LMEX) 3933 3984 3541 3879 

TR/CC CRB Commodity 265 278 268 291 

Gold 1868 1824 1661 1807 
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CIO Economics Watch 

US Economic Surprise Index  

 

Asia Pacific Economic Surprise Index  

 

 
Source: Bloomberg, DBS 

MACRO CALENDAR 

 Date Period Survey Prior 

United States & Eurozone     

Initial Jobless Claims (US) 16-Mar 11-Mar 205k 211k 

ECB Main Refinancing Rate (EU) 16-Mar 16-Mar 3.50% 3.00% 

CPI y/y (EU) 17-Mar Feb 8.50% 8.60% 

U. of Mich. Sentiment (US) 17-Mar Mar 67 67 

Retail Sales Advance m/m (US) 15-Mar Feb -0.40% 3.00% 

CPI y/y (US) 14-Mar Feb 6.00% 6.40% 

MBA Mortgage Applications (US) 15-Mar 10-Mar -- 7.40% 

Housing Starts (US) 16-Mar Feb 1310k 1309k 

 

 

 

 

MACRO CALENDAR  

 Date Period Survey Prior 

Asia     

Industrial Production m/m (JP) 16-Mar Jan -- -4.60% 

Core Machine Orders m/m (JP) 15-Mar Jan 1.50% 1.60% 

Non-oil Domestic Exports y/y (SG) 16-Mar Feb -9.50% -25.00% 

Tertiary Industry Index m/m (JP) 17-Mar Jan 0.50% -0.40% 

Industrial Production y/y (JP) 16-Mar Jan -- -2.30% 

Capacity Utilization m/m (JP) 16-Mar Jan -- -1.10% 

Trade Balance (JP) 15-Mar Feb 
-

¥1132.8b 
-¥3496.6b 

Industrial Production YTD y/y (CH) 14-Mar Feb 2.50% 3.60% 
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accuracy and timeliness of electronic communications cannot be assured.  
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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.  

Indonesia: This publication is distributed by PT Bank DBS Indonesia (DBSI). DBSI is licensed and supervised by the Indonesia Financial Services Authority (OJK) and a member of the Indonesia Deposit 

Insurance Corporation (LPS). 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. 

India: This publication is distributed by DBS Bank India Ltd. (“DBIL”) and is on “as is” basis and for information only. This publication is not intended to be source of advice in respect of the material 

presented or information published, and shall not be construed to be legal, tax, financial or investment advisory. This document is not, and should not be construed as, an offer, invitation, 

recommendation or solicitation to enter into any transaction in relation to any of the products and services mentioned herein. DBIL does not make any warranty of any kind, express or implied, 

including but not limited to warranties of completeness, accuracy of information, merchantability or fitness for a particular purpose. 

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 communication is from DBS Bank Ltd., London Branch located at 9th Floor, One London Wall, London EC2Y 5EA. DBS Bank Ltd. is regulated by the Monetary Authority of 

Singapore and is authorised and regulated by the Prudential Regulation Authority. DBS Bank Ltd. is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential 

Regulation Authority. Details about the extent of DBS Bank Ltd., London Branch’s regulation by the Prudential Regulation Authority are available upon request.




