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The global interest rate tide is clearly turning. Of 

the major developed and emerging markets that 

IGM tracks, only one developed (Norway) and four 

emerging (Russia, Brazil, Chile and Korea) are 

currently projected to cut rates even further. The 

question now occupying investors, our analysts 

and the market is the timing and degree of 

tightening cycles. 

 

 Although Emerging Asia has been braced for the pace of US 

rate hikes to accelerate, IGM’s Jian Hui Tan argues that the 

impacts are likely to be milder than many expect. Stable 

regional politics, one less US rate hike that is currently 

predicted and strong domestic demand in key markets 

should all contribute to a smoother ride for Emerging Asian 

assets than is currently predicted. [Pages 2-5, 14-15] 

 One Asian market where our interest rate outlook has 

shifted significantly is India. While we see little chance of an 

immediate hike we believe the inflationary impacts of a new, 

national sales tax system and the likelihood of further hikes 

in the key US rate have increased the odds that India’s 

central bank will start tightening this year. [Pages 8, 14] 

 The formal triggering of the Article 50 process to exit the 

European Union has not changed our interest rate forecasts 

for the UK, and technical analysis of 10-year Gilts shows 

their recent challenge to the three-year trend of falling yields 

has faltered. But inflationary pressures may challenge those 

assumptions in the second quarter. [Pages 7, 10, 19] 

 

Informa Financial Intelligence provides leading market data and 

intelligence on Rates, FX, Credit, Money Market and Fund Flows 

markets, read by thousands of investment professionals through all of 
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Search for Yield to Stay a Tailwind for Emerging Asia 

By Jian Hui Tan, Reporter, Informa Global Markets  

When it comes to forecasting the outlook for Emerging Asia during the remainder of 2017 the two most 
important questions are (a) will risk aversion ratchet higher and (b) will the recent weakness in crude oil 
prices be sustained?  If the ‘reflation trade’ conclusively collapses there is risk recently upgraded global 
inflation forecasts will be undercut, leaving the Fed hard-pressed to quicken it's tightening path and also 
curtailing the pressure on Asian central banks to tighten their own policies.  

If this analysis is correct, it brings into question the notion of a rising tide lifting all boats.  

That said, we suspect parts of Asia will weather any such storm  

Chief amongst our argument is the solid domestic demand dynamics within selective Asian economies 
such as India, Philippines and Indonesia.  

We expect the Fed's tightening path will not be as steep as most predict (we still see 2 rather than 3 hikes 
for 2017).  This means most Asian economies will be able to weather any fallout from FOMC tightening.  
As an historical comparison, that the Fed’s tightening path has already been well-communicated means 
there is little risk of a repeat of the taper tantrum in 2013.  

Exports are a key element of many Asia economies.  Exports are fully dependent on global demand.  The 
latter recovered of late. But a sustained recovery faces several risks; US protectionist policies, European 
elections and a steady Chinese economy amidst the deleveraging push. 
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Carry dynamics in Asian assets are expected to ultimately prove positive, assuming that the USD struggles 
to significantly strengthen and the slightly higher degree of removal from European political risks.  

In particular, we favour buying dips in the Indian Rupee, Thai Baht, Philippine Peso (trading a swing 
reversal) whilst we expect foreign interest in the sovereign debt of Korea, India, Thailand and Indonesia.  

Note that relative values of EM Asian assets aren't overly rich by historical metrics and despite the foreign 
capital inflows since the start of the year, the influx has still been comparatively muted, which as a 
continuation signal is positive. 

In addition, cash levels across global funds are still well above the long term average and we suspect 
leveraged/macro/real-money investors who haven't put enough money to work will increasingly deploy 
them into EM assets and particularly EM Asian assets.  

Last but not least, the political situation in Asia seems comparatively calm (North Korea shenanigans 
aside) relative to that in the US and Europe and we see this political stability premium being 
recognised.  As such, we favour adopting a selective buy on dips strategy in EM Asian assets. 

 

Making sense of the EM Asia capital flows 

 

 

Looking at capital flows from 

an aggregation of domestic and 

foreign flows, there have been 

net redemptions in both 

equities and bonds over the 

past month and year-to-date.  

A closer analysis, though, 

reveals redemptions have 

mostly come from domestic 

funds.  

 

 

On the equity side, China and 

South Korea have seen the 

biggest redemptions owing to 

concerns of a US-led trade war, 

Chinese deleveraging and 

economic growth.  (Note, 

South Korea has been impacted 

by the Presidential 

impeachment).  The biggest 

inflows have come in India 

amidst optimism PM Modi will 

be able to push through 

economic reforms after 

strengthening political power. 

http://www.informagm.com/
mailto:sales@informagm.com


 

 
 
 To find out more about our services, please visit our website www.informagm.com or email our sales team at sales@informagm.com 

 London New York Tokyo Hong Kong Singapore Shanghai 
 +44 20 7017 5402 +1 212 907 5802 +81 3 5210 2468 +852 2234 2000 +65 6226 3068 +8621 6133 0177 

APRIL MONTHLY INTEREST RATE OUTLOOK 

 

 

 

 

 

In the bond sphere, Thailand has faced the largest investor redemptions year-to-date ($894.1 mn) while 

India has seen the most inflows (recall the Indian government's demonetization move late 2016 sparked 

demand, especially from domestic banks parking fresh funds).  

 

 

 

 

That said, if we were to look purely from a foreign flow perspective, we have clearly seen a positive 
upswing in sentiment with net capital inflows into EM Asian equities and bonds from foreign investors.  
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The global bond market may not quite be "dead and buried" amidst concerns over the ‘Trump-trade’.  If 
USTs continue to rebound, look for this to generally lift all boats and for domestic/regional funds to plough 
back into EM Asian debt.  

Looking at things in general, while there's an inherent risk of the ‘reflation trade’ being waylaid, we expect 
EM Asia to generally withstand any corresponding storm and that the search for yield will ultimately 
remain a tailwind.  

 

Jianhui.tan@informagm.com 
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FORECASTS AT A GLANCE: MAJORS 

 

G3 
CURRENT 

(%) 

DIRECTION 

OF NEXT 

POLICY 

MOVE* 

UPCOMING CB 

MEETINGS 

RISK OF MOVE 

AT NEXT 

MEETING 

THREE-

MONTH F/C 

(%) 

SIX-

MONTH 

F/C (%) 

TWELVE-

MONTH F/C (%) 

Fed Funds 0.75-1.00  May 2/3 100% steady 0.75-1.00 0.75-1.00 1.00-1.25 

T-Note (10 Yr) 2.42    2.50 2.75 2.98 

ECB refi/depo 0.0/-0.40  April 27 
100% steady on 

all fronts 0.00/-0.40 0.00/-0.40 0.10/-0.30 

Euro 10 Yr 0.33    0.35 0.50 0.70 

Japan o/night 

Call 
-0.10  April 26/27  100% steady -0.10 -0.00 -0.00 

JGB b/mark 10 

Yr 
0.06    0.07 0.08 0.15 

Europe        

BoE Repo 0.25  May 10/11 100% steady 0.25 0.25 0.25 

Gilts 10 Yr 1.17    1.15  1.35 1.60 

Swiss 3 mth 

Libor 
-0.75  June 15 100% steady -0.75 -0.75 -0.75 

Conf 10 Yr -0.15    -0.10 -0.05 0.20 

Swedish Repo -0.50  April 27 100% steady -0.50 -0.50 -0.50 

SGB 10 Yr 0.59    0.60 0.70 0.90 

Norges Bank 

depo 
0.50  May 4 

80% steady 

20% cut 25bp 
0.50 0.50 0.50 

NGB 10 Yr 1.61    1.60 1.80 2.00 

Dollar 

Bloc 
       

BoC o/n Target 0.50  April 12 100% steady 0.50 0.50 0.50 

Canada 10 Yr 1.64    1.70 1.82 1.98 

RBA OCR 1.50  April 4 100% steady  1.50 1.50  1.50 

Australia 10 Yr 2.70    2.85 3.00 3.15 

RBNZ 1.75  May 11 100% steady 1.75 1.75 1.75 

NZ 10 Yr 3.17    3.30 3.40 3.65 
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FORECASTS AT A GLANCE: EMERGING MARKETS 

 

Emerging 
Markets 

CURRENT 

(%) 

DIRECTION 

OF NEXT 

POLICY 

MOVE* 

UPCOMING CB 

MEETINGS 

RISK OF MOVE AT 

NEXT MEETING 

THREE-

MONTH 

F/C (%) 

SIX-

MONTH 

F/C (%) 

TWELVE-

MONTH F/C 

(%) 

NBH base rate 0.90  April 25 
90% steady 

10% cut 10-15 bp 
0.90 0.90 0.90 

CNB 2 wk repo 0.05  May 4 100% steady 0.05 0.05 0.05 

NBP reference 

rate 
1.50  April 5 

90% steady 

10% cut 25 bp 
1.50 1.50 1.50 

CBT 1 wk repo 8.00  April 26 
80% steady 

20% hike 25 bp 
9.00 9.00 8.00 

SARB repo 7.00  May 25 
90% steady 

10% hike 25 bp 
7.00 6.75 6.25 

Bank of Russia 

key policy rate 
9.75  April 28 

60% cut 25 bp 

10% cut 50bp 

30% steady 

9.25 9.00 8.50 

BC do Brasil 

selic 
12.25  April 12 

80% cut 100 bp 

20% cut 75 bp 
10.25 9.50 9.00 

BC de Chile o/n 3.00  April 13 
70% steady 

30% cut 25 bp 
2.75 2.75 2.75 

Banco de Mexico 

b o/n 
6.50  May 18 

80% hike 25 bp 

20% hike 50 bp 
6.75 7.00 7.25 

PBoC 1 year 

depo 
1.50  n/a n/a 1.50 1.50 1.50 

RBI repo 6.25  April 6 
90% steady 

10% hike 25bp 
6.25 6.25 6.50 

BoK Base rate 1.25  April 13 
90% steady 25bp 

10% steady 
1.25 1.25 1.25 

Bank Indonesia 

Reference Rate 
4.75  April 20 

90% steady 

10% raise 25 bp 
4.50 5.00 5.00 

Current yields as of 31 March 2017  

N/a = not applicable 

 * Note: The IGM view of the next monetary policy move, whenever it occurs.  Tightening =     Easing = 

Boxes in red denote significant changes to our outlook. 
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CENTRAL BANK OUTLOOKS 

 

 

 

FED: The next FOMC meeting is scheduled for May 2-3, 

and we feel it's noteworthy that NFP will be released on 

May 5.  Of course, the committee will be able to review the 

full slate of April's top tier data before the meeting.  

However, the real wildcard is the ever increasing partisan 

divide that is gripping the US Congress and the Trump 

administration after the failure to even vote on any 

healthcare reform.  In turn, this has caused even greater 

confusion and anxiety over the future timetable for any new 

policy initiatives regarding tax reform, a 

stimulus/infrastructure package etc.  We believe that this is 

the real quandary that the committee is facing going 

forward. 

The current fact is that the FOMC would like to hike rates 

2-3 more times this year, but can they in the current 

environment loaded with unknowns?  Right now the odds 

of a June hike are around 44% with 1.4 rate hikes priced in 

for the balance of the year.  We feel odds are high that they 

will stand pat in May, and June could be 50/50.  Also, we 

now know that they have the ability to successfully jawbone 

the marketplace if they feel it's necessary.  We hope that 

they exercise patience going forward in what is a very 

overcast environment. john.kamerdin@informa.com 

 

10-year US yield technical analysis HERE 

 

EUROZONE: The March 9 presser reiterated the need 

to keep rates at present/lower levels and QE could be 

extended if need be until the inflation path is consistent with 

its goal.  However, there were also some less dovish (though 

not necessarily hawkish) remarks from President Draghi - 

downside economic risks are less pronounced, and a 

cursory discussion was had about removing 'lower' from the 

guidance.  This was moderated by other comments though 

- there is no sign yet of a pick-up in underlying inflation 

(repeatedly mentioned), and there was no discussion of 

ending QE.  Meanwhile, staff forecasts showed marginal 

upgrades to 2017 & 2018 growth.  In terms of inflation, 

2017 up to 1.7% from previous 1.3% forecast in December, 

and 2018 up to 1.6% from 1.5%.  Note, these new estimates 

are more optimistic than other economists' forecasts.  

Overall, although the ECB is still resolved to look beyond 

headline inflation figures to a degree, they may end up 

having to raise rates faster and play catch up with the Fed. 

robert.graystone@informagm.com 

 

10-year Euro yield technical analysis HERE. 

JAPAN: The BoJ stood pat as widely expected in March 

with a 7-2 vote (Kiuchi/Sato continue to dissent).  The Bank 

will continue to guide short-term rates to -0.1% and 

maintain the 10-year JGB yield around 0% alongside JGB 

purchases in and around the annual Yen80tn soft target, 

with ETF/J-REIT/corporate bond purchases also 

unchanged.  As was the economic assessment - expects a 

moderate recovery trend whilst retaining a cautiously 

downbeat view of inflation.   

 

The main attention was Governor Kuroda's presser where 

he stayed broadly cautious. He was keen to point out the 

BoJ remains resolved to increasing the monetary base until 

the CPI target is met and will adjust policy as needed.  He 

highlighted the odds of a further cut in negative rates isn't 

zero if easing is really needed.  We argue it effectively is 
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zero given the negative market sentiment fostered.  

Importantly, Kuroda stated there are no plans to raise rates 

just because CPI hits 1% (which the Bank expects to happen 

later this year).  Hence, we retain the viewpoint policy will 

remain on-hold in the coming months.  

 

The yield curve control strategy for the time being is 

focused on bond operation purchases around the 10-year 

and allowing a slightly steeper curve.  The implicit upper 

bound for 10s still appears to be around 0.100%, after a 

brief upside pop to 0.150% 3 February saw the BoJ step-in 

with an unlimited "fixed rate" purchase operation. 

 

jianhui.tan@informagm.com 

 

 

EUROPE 

 

UK: CPI outturns for February (released March 21) 

revealed prices shooting up quicker than inferred by the 

February QIR and were more in tune with March MPC 

minutes and hawkish Forbes vote.  Via PPI metrics there is 

more pipeline pressure to come and the Pound’s fall in H2 

2016 still reverberates.  Granted higher food prices were 

also partially to blame but there always has to be an 

explanation for a consensus beat.  The BoE's main hawk, 

Forbes, has to sit on one more meeting before she jets off in 

June and by then there could be more.   The test of resolve 

is on May 11th (another super meeting) with April by-

passed and the longer run due to Easter.  Another rise in CPI 

metrics before then could easily materialise with headline 

over 2.5%.  1/2 more tightening votes and players will 

realistically expect a late 2017 rate hike, Brexit going well 

or looking at a hard exit.  In any case, the curve will have to 

normalise soon given the flat trajectory.  If the MPC has to 

play catch-up, that too could see the 10-year yield reach 

1.50% quite easily. For now, the 1.25-1.30% area looks 

rich, with employment still at historical highs despite some 

worries that Brexit may slow the economy down.  Thus far 

though government finances are looking healthy, 

confidence in the housing market and wages are steady. 

alvin.baker@informagm.com 

Gilt yield technical analysis HERE. 

 

SWITZERLAND: Eur/Chf has certainly enjoyed a 

better month price wise in March than in February, but we 

think the Swiss National Bank will be frustrated that the 

Franc has not retreated further given what seems to be a 

reduced chance of a Le Pen victory and the upswing in 

European inflation.  Indeed, the Franc’s appreciation since 

March 15th Fed rate hike versus the Dollar, putting it a four 

month high, will not have gone down well at the SNB.  The 

last SNB meeting, like most of late, came and went with 

little fanfare, apart from the usual clarion call that the Franc 

is overvalued, but it will be interesting to see what happens 

if European inflation slows after its energy influenced 

spike. mark.mitchell@informagm.com 

 

SWEDEN: Despite the Riksbank coming across as being 

as non-committal as possible at their monetary meeting on 
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February 15 and reminding markets that more stimulus 

could be added, while removal of stimulus is still far away, 

the markets have turned their attention as to when the first 

rate hike will be delivered.  Opinions vary greatly, but the 

Riksbank will have been cheered by the slightly higher than 

consensus February CPI report.  We do not expect the 

Swedish central bank to change tone at the April 27th 

meeting, but the March CPI report (April 11) will be closely 

watched, as the energy base effects upswing starts to 

subside. mark.mitchell@informagm.com 

 

NORWAY: The Norges Bank left rates on hold at 0.50% 

on March 16 as expected, and repeated there is a slightly 

higher chance of a cut than a hike to come.  A slightly more 

dovish CB warned that rates are expected to stay close to 

the current level for longer than seen before, and its 2018 

underlying inflation forecast was downwardly revised to 

1.5% from 1.8%.  Olsen conceded that inflation is seen 

lower than earlier estimated and that the CB has 

underestimated the slowdown in inflation, adding that 

lower rates would boost house prices further.  Monetary 

policy thus remains expansionary.  Recall, core inflation 

slumped to 1.6% y/y in February (versus 3.7% six months 

ago), and we warn of the very real dovish implications this 

data holds.  Meanwhile, Brent Crude has taken another hit 

this month, and while we suspect any reactionary easing 

would be an overzealous move at the next meeting (May 4), 

failure for inflation to show signs of stabilising ahead will 

put rate cut risks for H2 firmly on the table. 

 rachel.bex@informagm.com 

 

 

DOLLAR BLOC 

 

 

CANADA: The Trump presidency is still very much in 

its infancy, but it continues to cast a pronounced shadow 

over policy, both on the monetary and fiscal side in Canada. 

We had expected the Bank of Canada to lose some of its 

overt dovishness at the monetary meeting on March 1st, due 

to the falling back in the Cad/Mxn rate, but the central bank 

stuck to its tone and again reminded markets of the 

considerable uncertainty in policy from its neighbours to 

the south. Last week’s budget posted a similar refrain. The 

data run has been a bit more upbeat, with good news from 

GDP, trade, employment and retail sales, although inflation 

came in marginally below forecasts. The next BoC meeting 

is on April 12 and with US fiscal policy far from clear, we 

expect the BoC to acknowledge the minor domestic 

economic improvement, but once again sound a note of 

caution regarding the effect from policy to the south.  

mark.mitchell@informagm.com 

 

10-year Cad yield technical analysis HERE. 

 

AUSTRALIA: The RBA has turned a little more 

downbeat since our last review.  Although it has remained 

constructive on global and economic growth prospects, the 

March minutes placed more emphasis on weakness in the 

labour markets and household incomes.  The potential 

boosts from rising commodity prices were also downplayed 
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and rightly so amidst the subsequent sell off in iron ore on 

fears of a supply glut forming in China.  Coupled with the 

latest round of out of cycle hikes in home loan rates by local 

banks following the Fed’s recent rate hike, likely to tighten 

conditions in the housing market; we expect the OCR to 

remain on hold through 2017 with a broadly 

accommodative to neutral bias.  

 

If risk aversion ensues, an inverted Aussie yield curve 

cannot be ruled.  At the same time we expect a more 

meaningful decoupling of RBA and Fed policy over the 

medium term to lead to a further compression in benchmark 

spreads versus the US. michelle.kwek@informagm.com 

 

NEW ZEALAND: The RBNZ left rates on hold at 

1.75% as widely expected, at the same time retaining a 

neutral-to-wary stance, repeating "Monetary policy will 

remain accommodative for a considerable period.  

Numerous uncertainties remain, particularly in respect of 

the international outlook, and policy may need to adjust 

accordingly." 

 

The March review was perceived by the markets as a tad 

more hawkish than February’s, though we suspect this was 

largely due to the differing positioning in the lead up to each 

meeting.  In particular, the market’s eye this time round, 

was the inflation take.  The Bank now expects inflation to 

return to the midpoint of its target band over the medium-

term as opposed to its prior mention of "gradually".  The 

country’s growth outlook also remained positive despite an 

acknowledgment Q4 GDP was weaker-than-expected - due 

in part to some temporary factors. 

 

The RBNZ looks to be sitting on its hands for the 

foreseeable future.  We are still not convinced it will stay 

pat for another two years as predicted, with probabilities 

starting to turn in favour of, even if at the margin, to a round 

of rate hikes from next year, as inflationary pressures 

emerge. michelle.kwek@informagm.com 

 

 

 

EMERGING MARKETS: EUROPE, RUSSIA & SOUTH AFRICA 
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CZECH REPUBLIC:  The CNB’s next meet is May 

4th, but much more important to watch will be the weekly 

Thursday board meeting at any of which the central bank 

could vote to remove the Eur/Czk floor.  CB Chief Rusnok 

has been clear to highlight that the Koruna cap could be 

lifted at any time given the inflation risk is to the upside 

with CPI getting closer to being sustainable at the 2% target. 

 

When the Czk cap is removed the expectation is of Koruna 

strengthening, but there have been many warnings of 

bullish currency speculators finding it tough to come across 

Czk buyers to cash profits.  This could induce some volatile 

Eur/Czk swings, for which the CNB will stand ready to 

intervene – no mention of negative interest rates at the last 

meet, but these presumably remain in the back pocket.  

jim.lewis@informagm.com 

 

HUNGARY: The NBH went even further with its 

unorthodox policy tweaks than expected in March, 

lowering the 3-month deposit cap to HUF500bn from 

HUF750bn, (versus consensus for HUF600bn), and 

introducing new 6-month and 12-month FX swap 

arrangements.  The deposit cap will last until the end of Q2, 

so it will be the June meeting before there is likely to be any 

change in the CB's policy stance.  No neutral stance yet (as 

hinted at by Vice Governor Nagy pre-the March meet) but 

the NBH may still curb its dovish bias over the coming 

meetings given inflationary pressures.  Given this NBH 

statement we see BUBOR making fresh record lows and 

struggling to rise back above 0.3% by year-end. 

christopher.shiells@informagm.com 

 

POLAND: 2017 rate hikes are back on the agenda in 

Poland, and as the year progresses it seems like the MPC 

will come more split over the issue.  The March minutes 

continued to stress that maintaining stable rates was the 

most likely scenario in the coming quarters, however some 

believe that should forecasts suggest stronger inflationary 

pressure than assumed in the March projection, then a rate 

hike would be justified.  Doves, seemingly led by Governor 

Glapinski, would like to see rates on hold until 2019.  But 

this consensus is becoming frayed and further strong data 

will see markets increasingly look for hikes this year.  We 

will wait for the June meeting for any change in forecasts 

and thus rate rhetoric, to instigate any alteration to our 

unchanged 12-month forecast. 

christopher.shiells@informagm.com 

 

 

SOUTH AFRICA: The dovish shift in the SARB has 

begun, as Governor Kanyango said at the March meeting 

that he was of the opinion the tightening cycle had reached 

its end and one member of the voting committee even opted 

for a 25bp cut.  This was backed up by the lowering of 2017 

CPI forecasts (5.9% from 6.2%), and even though the 

forecast for GDP growth for 2017 was increased (1.2% 

from 1.1%), the outlook remains very disappointing and 

subdued.  

 

Perhaps a surprise rate cut may have been in the running 

until the Zar sell-off this week, which prompted the SARB 

to stress that the risk of Zar depreciation continues to 

overshadow the bank's outlook, with the risk re-emerging 

this week.   

 

So still plenty of caution and with BER inflation 

expectations climbing to 6.2% in Q1 from 5.9% in Q4, it 

may still be some time before the SARB fully backs a rate 

cut.  The next meeting IS not until May, and so as long as 
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the Zar avoids a sustained period of weakness, CPI moves 

back to target the chances of a cut are greatly increased. 

christopher.shiells@informagm.com 

 

TURKEY: As anticipated, the CBRT hiked the late 

liquidity window lending rate by 75bp to 11.75%, but left 

all other rates unchanged.  The statement was generally 

considered more hawkish and given the reaction in the Lira 

and TURGBs, the market appears satisfied with the bank’s 

approach and commitment to a tight monetary policy.  

However, there is a view that the central bank may switch 

to a formal dovish bias once the April referendum is over, 

as by then inflation will be at or near the peak of its cycle.  

The CBRT has also ended bond purchases for 2017, which 

could be seen as another signal that a more explicit easing 

bias is on its way.  Still, for now the short-term focus 

remains on liquidity (and preventing a fresh Lira sell-off 

again), with the weighted average cost of funding having 

reached new highs of 11.30%.  jim.lewis@informagm.com 

 

RUSSIA:  The somewhat surprising 25bp cut by the CBR 

in March was easily digested by markets given there was 

plenty of room for the chop with real rates still at 5%.  There 

was also a sense that the economy was in need of a rate cut, 

more of which look to be on the way with 50bp of easing 

priced in for the next 3-months after Governor Nabiullina 

didn’t rule out chunkier cuts in the future.  That said the CB 

stressed the moderately tight policy stance remains, but 

with the CBR apparently now seeing the risks to its CPI 

forecasts as reduced and the lack of impact from the Finance 

Ministry's FX purchases, the door is certainly open for more 

easing.  Although Nabiullina has warned policy action 

could be paused, we eye another 25bp cut in April.  

jim.lewis@informagm.com

  

 

 

EMERGING MARKETS: ASIA 

 

 

INDIA: Having been on hold since the last rate cut in 

October 2016 the money is on a maintained status quo April 

6 as monetary policy tightening takes hold globally.  The 

RBI’s policy stance change at its last meeting, from 

accommodative to neutral, generally rules out a rate cut.  

Meanwhile a hike still seems a long way off considering the 

recent performance of local assets and the INR, despite the 

US Fed’s recent (albeit well-signaled) rate move.  The 

strong INR, which the RBI has doubtless been ‘smoothing,’ 

is a strong argument against immediate upward move in the 

benchmark rate since CPI has been well contained in recent 

months anyway (January and February at 3.17% and 3.65% 

y/y).  The abundance of liquidity already in the banking 

system due to demonetization also limits the possibility for 

a hike. 

What will be interesting is the half-yearly Monetary Policy 

Report, to be released at the same time.  Specifically, the 

effect on the CPI of GST implementation scheduled for this 

year. 
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The benchmark Repurchase Rate is only one of three rates 

to be announced and some analysts see a tweaking of the 

Cash Reserve Ratio to reflect the change in monetary stance 

from accommodative to neutral and to manage the banking 

system’s elevated liquidity. freda.yeo@informagm.com 

 

CHINA: The PBoC raised 7-day/14-day/28-day OMO 

reverse repo rates and 6-month/1-year MLF rates by 10bp 

after US Fed hike.  That's the third 2017 OMO rate increase, 

which confirms the tightening trend.  The move coming 

right after the FOMC signals the PBoC's intention to 

maintain a stable RMB.  The OMO move will translate into 

higher interbank money market rates, lifting funding costs 

for financial institutions which will speed up the 

deleveraging process.  Aside from deleveraging intentions, 

strong economic indicators also provide OMO tightening 

room. 

 

On 21 March, 7-day interbank pledge repo rate skyrocketed 

to 9.5% intraday while 7-day SHIBOR jumped to 5.5%.  

The funding squeeze was attributed to several factors.  First, 

liquidity demand from small banks surged sharply, against 

less liquidity supply from large banks ahead of quarter-end 

MPA assessment.  Second, NCD yields surged ahead of the 

peak RMB1.6tn NCD expiration in March.  Third, 

RMB30bn CB issuance by CEB on 17 March was believed 

to have locked up RMB500bn liquidity.  Fourth, the failure 

of a number of small rural banks to repay RMB50mn 

interbank borrowings sparked market panic.  Fortunately, 

market panic did not last long.  On the back of an injection 

of extra-liquidity by PBoC, money market rates came off 

during the following day. tim.cheung@informagm.com 

 

INDONESIA: Bank Indonesia maintained its 7-day 

reverse repo rate at 4.75% in March, citing its current policy 

stance is in-line with efforts to maintain stability amidst 

global uncertainties.  BI expects the economy to turn in a 

strong performance in 1Q2017 compared to the previous 

quarter, bolstered by solid consumption, strong investment 

and an improving export performance.  Latest headline 

inflation figures show prices remaining controlled within 

the target corridor of 4+/-1%, rising 3.83% y/y in February.  

Impact from administered prices as the government reforms 

energy subsidies as well as inflationary pressures from 

volatile foods will be monitored closely.  BI is unlikely to 

reduce rates anymore this year with Deputy Governor 

Adityaswara stating the benchmark rate is "low enough" 

and is supportive of economic growth.  We do expect steady 

policy in April, but we see the possibility of a rate hike in 

six months (earliest) should inflation begin to consistently 

linger in the upper half (4.0-5.0%) of the target corridor. 

haikal.razak@informagm.com 

 

SOUTH KOREA:  Rates have been held steady since 

last June.  There was a meeting following the recent FOMC 

to monitor volatility and discuss BoK policy impact.  The 

well-signaled Fed move and subsequent comments 

contained negative reaction in Asia, leaving the KOSPI 

edging higher towards 2-year highs and the KRW strongest 

since October.  

There is also a lot of noise on political/business fronts both 

local and international.  The most serious is constant threat 

of nuclear annihilation by the North as well as trade 

retribution by China - the latter threatened by South Korea 

deploying US missile defences to the former.  There is also 

tension with the US given the White House incumbent’s 

trade protectionist stance.   

The removal of the Korean President is seen as resolving at 

least one domestic political bugbear.  

While Q4 final GDP surprised with an upward revision, 

economic growth (slowing since June’16) concerns 

continue.  High household debt weighs domestic 

consumption.  Additionally, large foreign inflows have 

caused the KRW to outperform regional peers (+8.5% 

versus USD and 6.9% against CNY year-to-date).  The 

appreciation is problematic enough on its own, but is 

compounded by the aforementioned protracted trade 

tensions with markets that absorb approximately 40% of 

South Korean exports. 

This limits ability to raise rates and keep pace with the Fed 

to retain investors.  The downside of a rate hike is 

theoretically KRW strength, which against CNY in 

particular is problematic as South Korea holds the rare 

honour of net exporter to China – some 25% of exports 

(before the latter’s recent retaliatory trade actions.) 

On the other hand, the Fed’s hike, with more tightening 

expected, limits possibilities for a cut, although this should 

not be ruled out on further economic weakness.  CPI did 

remain well behaved in February at 1.9% y/y. 

The most likely outcome of the next meeting is “no change” 

with markets closely watching comments.  The adequacy of 

the “monitoring the markets” line may be coming to an end 

in light of the rapidly changing landscape. 

freda.yeo@informagm.com 
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 EMERGING MARKETS: LATIN AMERICA 

 

 

BRAZIL: Brazilian mid-March inflation moderated in 

line with expectations to 4.73% y/y, the slowest pace since 

2010 and almost half of the pace seen a year ago, but more 

importantly, close to the BCB’s 4.5% target.  However, the 

markets did not need any more convincing of a step-up in 

monetary policy easing at the next BCB meeting April 12th.  

Indeed, DI swaps were already pricing in a 100bp cut, up 

from the two 75bp chops in January and February, and this 

has been backed up by a plethora of analyst revisions.  The 

BCB is ultimately seen having plenty of room to cut 

aggressively over the next few months, particularly with no 

change to the Fed's dot plot following the recent, dovish 

25bp rate increase. With the BCB easing pace expected to 

quicken, the extent of the cycle has also been increased and 

economists (per recent BCB surveys) are projecting the 

Selic at 9.00% by year-end (-325bp from the current level), 

down from 9.25% at the start of the month/late February. 

jim.lewis@informagm.com 

 

CHILE:  The BCCh’s tone turned more neutral at its 

March meet where it cut interest rates 25bp for the second 

time in 2017.  The central bank’s statement moderated from 

the expansive monetary bias of "probably" cut rates further 

to the phrase that the inflation outlook "could require" 

another chop.  Prior to the meet all the talk from BCCh 

President Marcel pointed to continued monetary easing as 

CPI is expected to remain low.  But the fading dovish stance 

points to just one more 25bp interest rate cut later in H1, 

with the bias gradually turning neutral meaning there won't 

be many more if any reductions beyond that.  As such the 

BCCh is likely to stand pat in April, and we believe quite 

possibly through the rest of 2017. 

jim.lewis@informagm.com 

 

MEXICO: There is no need for the Banxico to be 

aggressive and so in March it met lowered expectations 

with a 25bp rate hike. Banxico left the door open for further 

rate hikes, dependent on the Mxn and the Fed, but the 50bp 

pace now looks unlikely to be repeated, as improving 

prospects for a positive NAFTA renegotiation have driven 

Mxn gains since mid-Jan.  This was still a hawkish 

statement, and we expect 25bp hikes to continue, but not 

necessarily following the Fed.  With economic growth 

slowing (forecast to hit 1.5% this year versus 2.3% in 2016) 

and inflationary pressures restrained by the firmer Peso, the 

end of the hiking cycle is expected later this year.  Traders 

agree and are pricing in a 50bp increase in rates over the 

next 6-mths according to the TIIE swaps 

curve.christopher.shiells@informagm.com 
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TECHNICAL ANALYSIS 

 

US 10-Year Treasury Note Yield – Focus remains on lower 4-month range bounds 

US 10-Year Treasury Note Yield – Weekly Chart 

 

Resistance Levels 

R5 3.112 2.500x 1.318/1.877 from 1.714  

R4 3.052 2014 peak – 2 January  

R3 2.981 61.8% of 4.009/1.318, near 2.75-year channel target at 2.961 and 2.965 (2.236x) 

R2 2.833 2.000x 1.318/1.877 from 1.714 near 2.819 (7 March 2014 range high)  

R1 2.687 3 July 2014 peak, near 2.639 (2016 high – 15 December), 2.653 (19 September 2014 peak)  

Support Levels 

S1 2.285 22 November 2016 low near 2.289 (30/29 November 2016 lows)/2.304 (17 January 2016 low) 

S2 2.152 10 November 2016 pre-gap high/1 November 2011 high  

S3 1.990 10 November 2016 low, near 1.997 (16 March 2016 prior peak) 

S4 1.714 9 November 2016 low, near 50/200 DMA golden cross intersection (not shown) 

S5 1.517 7 September 2016 reaction low 

 

Key Points  

 Last month’s upswing from the lower bounds of a 4-month range stalled under the 2.639 2016 peak, near congested lower highs at 

2.653 and 2.687 (houses 50.0% of the 4.009/1.318 fall at 2.664).  

 Despite breaching the upper bounds of a potential triangle formation, the failure to take out the broader range high has resulted in a 

pullback that shifts the focus back to the congested range lows in the key 2.304/2.285 region (near the prior 7.5-year falling 

trendline and 38.2% of 1.714/2.639).  

 If the latter holds, any bounce would extend the range trade into April.  

 Sub 2.285 would signal a double top with scope towards the 2.177/52 region, possibly 1.990 which is near a double top target. 

 Clearance above 2.687 is needed to lift for 2.961/81: the 2.75-year falling channel breakout target at 2.961, 2.236x 1.318/1.877 from 

1.714 at 2.965, 61.8% of 4.009/1.318 at 2.981 and, by Q3 2017, the upper bounds of the 28-year falling channel. 

 

marnie.owen@informagm.com 
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 EU 10 Year Yield – Recovery intact while any near term corrective easing holds over 0.181 

EU 10 Year Yield – Daily Chart  

 

Resistance Levels 

R5 0.893 8-3/4 year tentative falling trendline 

R4 0.822 1 September 2015 lower high 

R3 0.737 4 December 2015 lower high, near 76.4% retrace of 1.057/-0.205 fall at 0.759 

R2 0.581 12 January 2016 minor lower high, near 61.8% retrace of 1.057/-0.205 fall at 0.575 

R1 0.509 2017 peak – 14 March 

Support Levels 

S1 0.254 Six month rising channel support, near the target from the recent 0.509 minor top at 0.269 

S2 0.181 24 February 2017 higher low 

S3 0.157 2017 low – 2 January, near 50% retrace of -0.205/0.509 at 0.152 

S4 0.092 9 November 2016 minor higher low, near 61.8% retrace of -0.205/0.509 recovery at 0.067  

S5 -0.017 24 October 2016 minor higher low, near 76.4% retrace of -0.205/0.509 recovery at -0.037  
 

Key Points 

 Extended the 9-month recovery from last July’s -0.205 record low within a 6-month bull channel to reach 0.509, before correcting. 

 Given easing daily studies, a deeper corrective setback is possible towards 0.254, perhaps 0.181 before the wider recovery resumes. 

 Longer term studies remain positively aligned and should underpin an eventual clearance of 0.509 confirming a recovery 

resumption. 

 Potential would then be seen to lower highs at 0.581/0.737, which coincide with the 61.8%/76.4% retracements of 1.057/-0.205 fall. 

 Only below 0.181 would end the sequences of rising highs and lows and signal a deeper correction to higher lows at 0.092/-0.017. 

edward.blake@informagm.com 
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UK 10 Year Yield – Near term corrective risk before the broader recovery resumes 

UK 10 Year Yield – Daily Chart 

 

Resistance Levels 

R5 1.808 76.4% retrace of 2.212/0.501 fall, near 50% retrace of 3.082/0.501 at 1.792 

R4 1.670 26 April 2016 lower high 

R3 1.536 15 December 2016 high, near 26 January 2017 high at 1.530 and 61.8% of 2.212/0.501 at 1.558 

R2 1.335 14 February 2017 lower high 

R1 1.300 21 March 2017 high 

Support Levels 

S1 1.067 24 February 2017 low 

S2 1.036 24 October 2016 minor higher low, near 50% retrace of 0.501/1.536 rally (1.018) 

S3 0.896 61.8% retrace of 0.501/1.536 rally, near 1.536/1.530 double top target at 0.902 

S4 0.745 76.4% retrace of 0.501/1.536 rally 

S5 0.641 27 September 2016 higher low 

 

Key Points 

 Yield bears formed a 3-month double top under 1.536/1.530 in February and extended to 1.067 later that month, before bouncing.  

 However, daily-monthly studies remain subdued and while 1.300/1.335 caps, renewed corrective easing is possible towards 1.067. 

 Below risks 1.036 (24 October low), perhaps 0.896/0.902 (Fibonacci cluster), before the broader recovery resumes. 

 Yield bulls would need to regain 1.300/1.335 to avert the current downside threat and re-open the 1.530/1.536 peaks. 

 Above there confirms a resumption of the broader recovery off 0.501 targeting the 1.670 lower high, perhaps the 1.792/1.808 zone. 

 

ed.blake@informagm.com 
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CAN 10-YEAR YIELD – Pulls back from 2017 high near 50.0% retracement/2015 high 

CAN 10 Year Yield – Weekly Chart 

 

Resistance Levels 

R5 2.406 12 May 2014 lower high 

R4 2.295 19 September 2014 reaction high 

R3 2.097 7 November 2014 lower high 

R2 1.923 2015 high - 10 June, near 1.876 (2017 high – 13 March) and 1.869 (50.0 % 2.830/.908) 

R1 1.698 23 March 2017 minor lower high 

Support Levels 

S1 1.491 17 November 2016 higher low 

S2 1.260 28 October 2016 former range high 

S3 1.113 24 October 2016 range low 

S4 0.908 11 February 2016 all-time low, near .943 - 30 September 2016 higher low 

S5 0.688 0.618x Fibonacci extension target of 2.830/0.908 from 1.876 

 

Key Points 

 Weakens from the 2017 high (1.876 – 13 March) near the 50.0% retracement of 2.830/.908 at 1.869 and the 2015 high (10 June) at 

1.923, marking a 4-month low in the process. 

 The weekly MACD study has dropped under the signal line, highlighting the potential for further corrective action towards the 17 

November 1.491 higher low. 

 That said, wider strength favors an eventual resumption higher for a retest of 1.923, and above there would firm for the 7 November 

2014 2.097 lower high, with the 19 September 2014 2.295 reaction high to follow on continued strength. 

 Only a concerted push under 1.260 would shift broad focus back to the downside and the .908 all-time low. 

 

matthew.sferro@informagm.com 
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Informa Global Markets obtains information for its analysis from sources it considers reliable, but does not guarantee the 
accuracy or completeness of its analysis or any information contained therein.  Informa Global Markets and its affiliates make 
no representation or warranty, either express or implied, with respect to the information or analysis supplied herein, including 
without limitation the implied warranties of fitness for a particular purpose and merchantability, and each specifically disclaims 
any such warranty.  In no event shall Informa Global Markets or its affiliates be liable to clients for any decision made or action 
taken by the client in reliance upon the information or analyses contained herein, for delays or interruptions in delivery for any 
reason, or loss of business revenues, lost profits or any indirect, consequential, special or incidental damages, whether in contract, 
tort or otherwise, even if advised of the possibility of such damages.  This material is intended solely for the private use of 
Informa Global Markets clients, and any unauthorised use, duplication or disclosure is prohibited.  This material is not a 
comprehensive evaluation of the industry, the companies or the securities mentioned, and does not constitute an offer or a 
solicitation of an offer or a recommendation to buy or sell securities.  All expressions of opinion are subject to change without 
notice. 
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