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Functions, as fundamentals

Liquidity risk
Interest on Reserve Balances (IORB) is 40 bps, from 15 bps (difference is 25 bps hike). In the
secondary market, the 4-week Treasury bill is worth 23 bps on 16 March, and 17bps on 31 March.
This is 23 bps lower than IORB. It is definitely not the Treasury vs the Fed – it is more likely that the
demand for Treasuries has risen.
Previously, IORB was 15 bps, when the 4-week Treasury bill traded mostly for 5 bps. So, about 10
bps lower, as compared 23 bps currently.
Reverse repos remain high at around $1.65T, after doing $1.4T during October-November. RRP
rate is now 30 bps (hiked 25 bps from 5 bps).
While we have liquidity risk at the back of our heads, we monitor the 10-year US Treasury yield,
which went up from 1.9%-2.0% to 2.2% on the rate hike. Now, it is 2.32%, after reaching a 2.48%
high on 25 March. Further drop will mean higher liquidity risk.
Recession risk
The 10-year vs 7-year US Treasury yield has inverted since mid-March. The 10-year vs 2-year,
almost. We will not quarrel over 2-year or 3-month.
High oil price can be demand-destructive. We have high oil prices.
The above is global, as US Treasury is the accepted collateral. Oil price, too.
In the US, change in private inventories 4Q21/3Q21 is about $1/4T more. Will this pile-up coupled
with demand-destructive high oil price negatively affect the next GDP?
In China, the NBS’ manufacturing and non-manufacturing went below 50, from the >50 February
numbers. In both, new orders and new export orders fell.
Tipping toward recession. Do we still need to worry about the war?
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War risk
Everyone seems to be taking a breather. Even Germany is allowed to pay for its Russian oil in
Euros, instead of Rubles. Even the ban on wheat, meslin, rye, barley and corn seeds has been lifted.

Oil price
Will the release of 180M barrels of oil from US reserves bring down the oil price? The US happened
to have under-delivered from previous releases. A similar release from China would carry more
weight. We wait.

Gold miners
Over 2 weeks, gold price fell, but gold miners rose. In recent history – 2015 and 2020 – gold miners
also out-performed gold.

China/Hong Kong
The SCI and HSI seem to be closer to the bottom. However, the USDHKD is above 8.35, and this
may trigger another sell-off. The USDCNY has not been affected by the lowering China rates vs the
hawkish Fed hikes, yet. Will this effect come?
We rather wait, as Common Prosperity stocks will need some time to take off.
Surely, the second biggest economy would deserves a bigger allocation, given its stated drive
toward sustainable economic growth. Yes, we will bite again, albeit slowly.

REITs
The bottoming seems to have taken place, despite US rate hikes.
We now look at high dividend-yielding ones to see if their ‘punishment’ had been over-done. We
look for management’s action plans or action to address those concerns that led to their
‘punishment’.
Forex
Apart from the weak HKD, JPY is also weak. The popular argument of US rate hikes does not explain
most past occurrences. Past liquidity sell-off is also not connected.

Thank you
We are grateful for your trust, and continuing support. Our portfolios appear well-positioned, based
on risks mentioned above, and the likely green shoots sprouting.
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Important Information
This newsletter is provided to you for general information only and does not constitute a recommendation or an offer or solicitation
for any investment. The information contained in the newsletter has been obtained from public sources which Phillip Securitie s
Pte. Ltd. (“PSPL”) has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions
contained in this newsletter are based on such information and are expressions of belief of the individual author or the indicated
source (as applicable) only. PSPL makes no representation or warranty, express or implied, that such information is accurate,
complete, appropriate or verified or should be relied upon as such. Past performance of any investment product or company
referred to in this newsletter is not indicative of future results.
Any such information or opinion contained in this newsletter is subject to change, and PSPL shall not have any responsibility to
maintain or update the information or opinions made available or to supply any corrections, updates or releases in connection
therewith. In no event will PSPL or persons associated with or connected to PSPL, including but not limited to its officers,
directors, employees or persons involved in the preparation or issuance of this newsletter, (i) be liable in any manner whatsoever
for any consequences (including but not limited to any special, direct, indirect, incidental or consequential losses, loss of profits
and damages) of any reliance or usage of this newsletter or (ii) accept any legal responsibility from any person who receives
this newsletter, even if it has been advised of the possibility of such damages. Any opinions, forecasts, assumptions, estimates,
valuations and prices contained in this material are as of the date indicated and are subject to change at any time without p rior
notice.
This newsletter does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This newsle tter
should not be relied upon exclusively or as authoritative without further being subject to the recipient’s own independ ent
verification and exercise of judgment.
Recipients should be aware that many of the investment products which may be described in this newsletter involve significant
risks and may not be suitable for all investors, and that any decision to enter into transactions involving such investment products
should not be made unless all such risks are understood and an independent determination has been made that such
transactions would be appropriate. Any discussion of the risks contained herein with respect to any investment product should
not be considered to be a disclosure of all risks or a complete discussion of such risks. You should seek advice from a qualified
financial advisor before relying on the information, analyses and opinions for any investment decisions.
Our representatives appointed under the Financial Advisers Act (“FAA”) may be authorised to engage in non -FAA activities of
marketing, client acquisition and client servicing of managed accounts services. Our representatives who are appointed un der
the Securities and Futures Act to conduct fund management activity (“FM Reps”), i.e. the Portfolio/Fund Managers, will be
managing clients’ money and investments, in addition to marketing, client acquisition and client servicing of managed account s
services.
PSPL is a member of the PhillipCapital Group of Companies. The PhillipCapital Group of Companies, their affiliates and/or their
officers, directors and employees may own or have positions in any shares, units and other investments mentioned herein or
any investment related thereto and may from time to time add to or dispose of any such investment. Any member of the
PhillipCapital Group of Companies may have acted upon or used the information, analyses and opinions herein before they have
been published.
This newsletter has been provided to you for personal use only and shall not be reproduced, distributed or published by you i n
whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, and notify th e
sender immediately. PSPL shall not be liable for any direct or consequential loss arising from any use of material contained in
this newsletter.
This newsletter is only for the purpose of distribution in Singapore. The information and material presented herein are not
directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution ,
availability or use would be contrary to the applicable law or regulation or which would subject PSPL to any regis tration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.
V05/2020

Brought to you by Phillip Securities Pte Ltd (A member of PhillipCapital)

Co. Reg No. 197501035Z

www.phillip.com.sg/managedaccounts | +65 6531 1555 | MAenquiries@phillip.com.sg

3|Page

