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The monetary policy tightening bias is maintained, 
despite a bout of risk asset volatility brought about by 
a combination of economic growth concerns, tighter 
US funding conditions, (mainly tech) regulatory issues 
and of course trade tariffs. 

 

➢ Not surprisingly, Asian Emerging Market’s Analyst Fred Yeo notes the 

latter play a role in the policy outlook for export-led South Korea [Pages 

5, 13] and India [Pages 5, 13-14]. 

 

➢ Senior Emerging Markets Analyst Natalie Rivett highlights the BCB 

turnaround ‘from the February meeting, in which the BCB said the 

easing cycle had likely ended’, to the now probable rate cut at the CB’s 

next gathering … which should be the last in this cycle. [Pages 5, 15] 

 

➢ Senior FX Analyst Jian Hui sees ‘the continued bout of Yen strength (and 

negative effect on exports, corporate earnings, wages, consumption, 

inflation) means that our long-standing call that the window for a YCC 

tweak will open up in Q2 has now been pushed back to Q3. ‘ [Pages 4, 

7] 

 

➢ Meanwhile, Senior FX Analyst Mark Mitchell writes ‘the Norges Bank 

were even more hawkish than expected.  So a September rate hike is 

now the base forecast, with data set to be scrutinised closely before 

then, to see if an earlier rise in August is warranted.’  [Pages 4, 9] 

 

➢ As the BoE tightens policy, in more ways than just Bank Rate, a much, 

if unfairly maligned market shows signs of post-crisis life writes Senior 

Credit Analyst Anil Mayre in this month’s Special Study [Pages 2-3]. 
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Preparing For Life After TFS: UK RMBS Issuers Boost Volumes 
 

By Anil Mayre, Senior Credit Analyst, IFI 
 
 
 
 
 
 
 
 

The pace of UK securitisation quickened in the first quarter with mortgage-backed securities driving the market forward.  Ten 
RMBS were launched in Q1 making it, by the number of deals, the busiest first three months to a year since the crisis.  It also 
provided evidence of how originators may adjust their strategies in the face of the Bank of England shutting of cheap money.   

The closure of the Term Funding Scheme (TFS) to new drawdowns at the end of February means lenders will have to broaden 
their funding options.  And securitisation can play an important role.  It is a well-established and well-understood financing 
mechanism, but one that fell out of favour due to cost and other regulatory influences.  

A corollary of reduced supply due to TFS, and the Funding for Lending Scheme before that, was tighter spreads.  Pricing may 
still not be as competitive as other sectors, such as covered bonds, but investors remain eager because of that, which will instill 
some confidence in sellers when bringing deals. 

The spread tightening has allowed the more specialist areas of the market to benefit too – such as buy-to-let and non-
conforming RMBS, and not just prime issuers.  So, the volume of issuance is trending up, and so is the number of transactions 
as the smaller sellers enter the fray. 

The ten deals included five prime RMBS (versus none in Q1 2017), three buy-to-let, one specialist prime and one non-
conforming.  These deals raised approximately GBP5bn equivalent, out of GBP7bn equivalent for all public UK securitisations 
in Q1.  

This was about 50% higher than the GBP4.6bn recorded in Q1 2017 and the highest level for an opening quarter for six years.  

The graph shows Q1 2012 standing out with over GBP12bn placed from six deals.  Of that GBP7bn came from just four prime 
master trust RMBS.  But then the FLS launched in August 2012, with its impact on RMBS volumes clear.  

 

Diversification 

Issuance is, however, on an upward trend.  And amid the recovery is a story of diversification.  Three of the five prime deals 
included USD bonds alongside GBP to boost distribution, one was a debut and another the borrower’s first for five years.  

The transactions all marked milestones for the sellers, which bodes well for the post-TFS world.  

The Northview Group got the ball rolling with its new specialist prime transaction and achieved its tightest print from that 
programme yet.  Charter Court Financial Services also achieved its tightest print when selling its buy-to-let deal, as did 
Blackrock. Charter Court soon returned with a preplaced deal. 

In the prime market, West Bromwich Building Society priced its first RMBS for almost five years, with the lender telling IGM 
that TFS access was one of the reasons it had not ventured back into the RMBS market sooner.  

Clydesdale Bank sold USD bonds for the first time since 2013.  Nationwide Building Society sold its first RMBS for two years,  
including USD notes to boot, and Santander also offered USD bonds too -one of which was a money market tranche.  The last 
of the prime quintet was Al Rayan Bank, bringing the first Islamic UK securitisation.  

And Paratus AMC rounded off the quarter with its non-conforming deal, having fought off a hostile tender offer from real 
estate investor Clifden to buy the bonds, to refinance legacy deals.  

 

Securitisation solution 

With the TFS fee at 0% if net lending is positive, rising linearly to just 25bp if net lending drops by 5% or more, it certainty 
minimised the incentive to sell RMBS.  Nearly GBP103bn had been drawn from the TFS as of the end of December 2017. 

But securitisation can play a role in the post-TFS world, and not just purely for diversification as there may be economic benefits 
too. 

As the BoE tightens policy, in more ways than just Bank Rate, a much, if unfairly maligned 

market shows signs of post-crisis life. 
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For example, Charter Court Financial Services told IGM when it priced PMF 2018-1B buy-to-let deal in January that retail 
funding came in around the Libor+100bp mark, whereas term funding was 20-25bp tighter.  

And the allure of securitisation could increase further if banks and building societies are having to offer customers sweeter 
deals as competition for savings heats up. 

Some lenders have already made clear that RMBS will feature prominently in their plans.  OneSavings Bank, which issued the 
last of its two RMBS in February 2016, said in its preliminary results that intended to return to securitisation this year and has 
put initiatives in place to substitute TFS funding with an RMBS programme.  

But it was not only about mortgages in Q1 for the UK, as three other UK securitisations were placed with investors. GMAC-UK 
and VW sold auto ABS notes, and Lloyds offered credit card paper – in GBP/USD format too.  

Source Informa Global Markets (excludes secured bonds). 
 

anil.mayre@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 1.50-1.75  May 1-2 100% steady 1.75-2.00 2.00-2.25 2.5-2.75 

T-Note (10 Yr) 2.77    2.95 3.05 3.32 

ECB refi/depo 0.0/-0.40  April 26 
100% steady on 

all fronts 
0.00/-0.40 0.00/-0.40 0.40/-0.00 

Euro 10 Yr 0.50    0.70 0.80 1.00 

Japan o/night 

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

JGB b/mark 10 

Yr 
0.03    0.04 0.065 0.11 

Europe        

BoE Repo 0.50  May 10 
65% hike 25bp 

35% steady 
0.75 1.00 1.50 

Gilts 10 Yr 1.37    1.55  1.70 1.90 

Swiss 3 mth 

Libor 
-0.75  June 21 100% steady -0.75 -0.75 -0.75 

Conf 10 Yr -0.02    0.15 0.30 0.45 

Swedish Repo -0.50  April 26 100% steady -0.50 -0.50 -0.25 

SGB 10 Yr 0.67    0.85 0.95 1.10 

Norges Bank 

depo 
0.50  May 3 100% steady 0.50 0.75 1.00 

NGB 10 Yr 1.81    1.95 2.05 2.20 

Dollar Bloc        

BoC o/n Target 1.25  April 18 100% steady 1.25 1.50 1.75 

Canada 10 Yr 2.09    2.00 2.20 2.45 

RBA OCR 1.50  April 3 100% steady  1.50 1.50  1.75 

Australia 10 Yr 2.60    2.93 3.01 3.16 

RBNZ 1.75  May 10 100% steady 1.75 1.75 2.00 

NZ 10 Yr 2.70    3.10 3.19 3.41 
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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 24 100% steady 0.90 0.90 1.15 

CNB 2 wk repo 0.75  March 29 
80% steady 

20% hike 25bp  
1.00 1.00 1.25 

NBP reference 

rate 
1.50  April 11 100% steady 1.50 1.50 1.50 

CBT 1 wk repo 8.00  April 25 100% steady 8.00 8.00 8.00 

SARB repo 6.50  May 24 
80% steady 

20% cut 25 bp 
6.50 6.50 6.25 

Bank of Russia 

key policy rate 
7.25  April 27 

60% cut 25bp  

40% steady 
7.00 6.50 6.50 

BC do Brasil selic 6.50  May 16 
80% cut 25b 

20% steady 
6.25 6.25 7.25 

BC de Chile o/n 2.50  May 5 
90% steady 

10% cut 25bp 
2.50 2.50 2.75 

Banco de Mexico 

o/n 
7.50  April 12 

60% hike 25bp 

40% steady 
7.75 7.75 7.50 

PBoC 1 year depo 1.50  n/a n/a 1.50 1.50 1.50 

RBI repo 6.00  April 5 100% steady 6.00 6.25 6.25 

BoK Base rate 1.50  April 12 100% steady 1.50 1.50 1.75 

Bank Indonesia 

Reverse Repo 
4.25  April 19 

90% steady 

10% cut 25bp 
4.25 4.25 4.25 

Current yields as of 29 March 2018  

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. 
 
 
 
 
 
  



 

 

 

 
 
           London                          New York                         Tokyo                         Hong Kong                   Singapore                      Shanghai 

+44 20 7017 5402          +1 212 907 5802          +81 3 6273 4273          +852 2234 2000          +65 6411 7788          +8621 2326 3766 

APRIL MONTHLY INTEREST RATE OUTLOOK 
 

CENTRAL BANK OUTLOOKS 

 

 
 
FED: To nobody’s great surprise, the Fed remains on 
course to continue hiking despite the perception that 
inflation isn’t a danger.  The overriding debate is 
whether there will be a further 2 or 3 this year.  The 
‘dots’ at the March FOMC were just shy of suggesting 
3.  The next SEP etc comes with the June gathering.  If 
financial conditions continue to remain historically 
loose (Libor has a roll to play here) then we’d expect 
the dots to move up and indicate 3 this year.  This will 
then raise the prospect of a total of 5 hikes this year 
– although we think the chances of this happening are 
extremely small given the sort of meaning that is 
attached to ‘gradual’, ergo a significant change in 
wording is a prerequisite.   
 
Inflation does not necessarily have to hit or exceed 
2% for hikes to continue.  To expect a central bank to 
hit 2% with unerring pinpoint accuracy is lunacy.  
What this does imply is that inflation in the order of 
1.7% (perhaps a little lower) suffices for tightening to 

continue.  And given the ‘symmetry’ in operation, 
2.3% y/y PCE doesn’t necessarily mean faster hikes in 
the pipeline. 
 
The market still expects a relatively low Terminal 
Funds as exemplified by the 1-year forward curve 
between 1 and 10-years ranging 2.7% - 3%.  The 
Dollar probably needs ‘something’ to shake the 
forward curve (higher/steeper) out of this cluster. 
marcus.dewsnap@informagm.com 
 
10-year US yield technical analysis HERE 
 

EUROZONE:The ECB continues to engage in its 
game of linguistics to ‘guide’ the market.  In reality 
this seems to only up the guessing game.  Chief 
Draghi shows little sign of relinquishing his easy 
money addiction … his potential replacement 
Weidmann is a little keener to wean the economy off 

mailto:marcus.dewsnap@informagm.com
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emergency liquidity.  Perhaps the next sign, after the 
economy to grow faster than previously forecast note 
at the March meeting, is an upwards move in the 
inflation forecast.  This would perhaps be the clearest 
signal QE (other than reinvesting) will end in 
September.  There surely needs to be a question as 
to whether given the relatively strong economic 
growth, and regardless of ‘soft inflation’, the 
economy really needs a continuation of emergency 
policy.  The lack of bank lending will be a cause for 
concern as will any sharp Euro appreciation and trade 
tariffs that hurt exports. 
marcus.dewsnap@informagm.com 
 
10-year Euro yield technical analysis HERE 

 
JAPAN: The BoJ will next meet to set monetary 
policy on 26-27 April, and will release its updated 
quarterly outlook report too.  No policy changes are 
expected (YCC guideline of targeting s/t rates at -
0.100% and 10yr JGB yields at 0% to stay unchanged) 
in what should again be a 8-1 vote (Kataoka to remain 
the sole dissenter).  At the core, the BoJ is implicitly 
boxed into a policy hold for the time being by 
subdued wage growth/inflation, trade tensions and 
the negative economic implications of Yen strength.  
 
We are not expecting the quarterly outlook to deliver 
material revisions to either the growth or inflation 
forecasts.  While the BoJ upgraded its assessment of 
global economies and acknowledged the pickup in 
domestic business investments at the March 
meeting, the recent data stream has pointed to a 
downturn in demand/activity out of Europe and 
China and the BoJ will also be wary of any negative 
impacts from trade tensions.  While headline CPI has 
surged to 1.5% y/y (3-year high) in February, on the 
back of higher fresh food prices, the uptick in core CPI 
has been much more subdued to 1.0% y/y (which 
incidentally is halfway from the BoJ's 2% target) and 
we are not expecting much upside traction in core 
from here as imported price inflation starts to 
moderate (on the back of the Yen's strength and with 
the crude rally tapering off).  
 
Yet again, the main focus will be on CB Chief Kuroda's 
presser.  Despite attempting to walk back on his 02 
March comment about a possible FY2019 QQE exit 
and reiterating that they will continue with monetary 

easing, our take of his subsequent comments is that 
he still appears a lot more open towards questions 
about an exit (acknowledging that monetary policy 
has limits and that he could imagine removing NIRP 
and adjusting rates if inflation trends up).  
 
In addition, one of the two newly appointed deputy 
governors, Amamiya (brainchild of YCC), has 
repeatedly opened up about YCC adjustments and 
the tools required to engineer a QQE exit.  
Specifically, Amamiya has said that while not there 
yet, they haven't ruled out the possibility of adjusting 
the yield curve before inflation hits the 2% target as 
the focus is on achieving the optimal yield curve 
shape. 
 
We therefore point to the shift within the BoJ 
towards being more open to talking about an exit and 
how it's still a case of sooner or later for YCC tweaks 
(via lifting the 10-year JGB target) amidst the JGB 
supply constraints.  That said, the continued bout of 
Yen strength (and negative effect on exports, 
corporate earnings, wages, consumption, inflation) 
means that our long-standing call that the window for 
a YCC tweak will open in Q2 has now been pushed 
back to Q3.  
 
For the Yen, we retain a bullish mid-term outlook on 
expectations that risk aversion will remain in play, on 
account of Japan's huge C/A surplus and that the next 
BoJ move is to tweak YCC parameters.  
 
Lifers and pension funds have been buying super-long 
JGBs ahead of Japan's fiscal year-end with sentiment 
shaped by Yen strength, a retreat in Japan's 
manufacturing PMIs and how USTs have found dip-
buying support over the past 2-months and broken 
below their recent range bottoms.  If risk sentiment 
stays weak, look for super-long JGB demand to persist 
although demand in the 10s will drop off as it 
approaches 0% yield and there could instead be 
profit-taking tendencies in negative territory.  
 
After cutting JGB purchases in the greater than 25yr 
segment back in 28 February, the BoJ has not made 
further purchase adjustments.  While the rally in 
super-longs would argue for another purchase cut 
ahead, we do not expect it as the BoJ will fear doing 
so will exacerbate Yen strength. 
jianhui.tan@informagm.com 
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EUROPE 

 
 

UK:  The ‘obvious hint’ at the March convene that a 
25bp hike is coming in May came from the fuller 
assessment will made at that meeting line.  A couple 
of dissenters in March probably not that great a 
surprise adds to the intrigue.  In reality, the Bank has 
tightened in less obvious ways than Bank Rate via 
macroprudential policy and the end of the Term 
Funding Scheme.  In theory, less negative real rates 
have also tightened this year, but these are still 
negative enough to induce historically loose financial 
conditions and probably provide the Bank with cover 
to hike a couple of time this year.  The CB also notes 
labour market tightness is adversely impacting hiring 
in that firms can’t find the ‘right’ people.  In theory, 
this should start to bid up wages … but it isn’t so good 
for economic growth.  Brexit of course remains the 
big uncertainty.  Sometime the political fudges will 
come home to roost – possibly the June EU Summit, 
but the Bank may have moved by then anyway. 
marcus.dewsnap@informagm.com 
 

Gilt yield technical analysis HERE. 

SWITZERLAND: The SNB have turned their 
quarterly interest rate meetings into a non-event 
and the latest update on March 15th continued with 
that theme.  We are getting tired of repeating the 
well-worn mantra of the SNB, but they again lead 
with their belief that the Franc remains highly 
valued and that negative interest rates accompanied 
with FX interventions, remain the cornerstones of 
their monetary policy mix.  They did stress that 
residential investment is subject to downside risks, 
but for now the SNB can rest up until what is likely 
to be another non-event, their next decision on June 
21st. mark.mitchell@informagm.com 
 
SWEDEN: The Riksbank has recently put much 
emphasis on preventing sharp rises in the Sek as 
reason to maintain a neutral monetary policy stance.  
Given the Sek plunged to levels not seen in eight 
years earlier this month in wake of the latest “dovish” 
CB minutes, in which Jansson warned that conditions 
for a hike are unlikely to be met in September, such 
concern should be fairly contained at this stage.  
Nonetheless, Jansson also warned that, should 

mailto:marcus.dewsnap@informagm.com
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inflation fail to return to target, then rates hikes can 
be delayed even further.  The latest CPIF figure came 
in at 1.7% y/y, suggesting a downward shift in the 
repo rate path is coming at the next decision on April 
26th, with the first hike now not anticipated until 
October at the earliest. rachel.bex@informagm.com 
 
NORWAY: The Norges Bank at their March 15th 
meeting lifted their interest rate path and suggested 
that rates would have to rise in September, if not 

sooner.  By the meeting a rise in the interest rate path 
had been written in by markets, after the reduction 
in the inflation target to 2% and a higher than 
expected CPI print for February, but the Norges Bank 
were even more hawkish than expected.  So a 
September rate hike is now the base forecast, with 
data set to be scrutinised closely before then, to see 
if an earlier rise in August is warranted. 
mark.mitchell@informagm.com

 
 

DOLLAR BLOC 

 

CANADA: All the updates from the Bank of Canada, 
the monetary meeting on March 7th and subsequent 
speeches from Governor Poloz and his deputy Wilkins 
have erred on the dovish side, with a lot of emphasis 
on the uncertainty created over the ongoing NAFTA 
discussions.  The rising trade tensions between the 
US and China and the tariffs that both have imposed, 
have added to the recent weakness in the Loonie, but 
more positive noises of late in regards to NAFTA 
negotiations have given the unit some respite.  On 
the data front, Canadian CPI for February surprised to 

the upside, but at the moment, the BoC seem to be 
keen to see how the NAFTA talks end before 
contemplating any further monetary tightening. 
mark.mitchell@informagm.com 

 
10-year Cad yield technical analysis HERE. 

 
AUSTRALIA: The RBA will next meet on April 3rd.  
The Bank is expected to leave the Cash Rate 
unchanged at 1.50% as the underlying combination 

mailto:rachel.bex@informagm.com
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of high household debt/slow wage growth weighing 
on consumption has yet to see significant 
improvement since the last meeting. 

On the data front, Australia’s Q4 GDP came in below 
expectations, although consumer spending growth at 
approx. 3% was a welcomed surprise, given the 
concerns over the impact of high household 
debt/slow wage growth on consumption and thus 
price pressure.  That said, the print was still below its 
long-run average and the level required to lead to 
inflationary pressure.  February’s job report on the 
other hand came in decent despite the headline 
employment change miss as the substantial increase 
in full-time employment bodes well for the quality of 
the labour force and in extension wage pressure, 
while the uptick in unemployment rate to 5.6% 
should also be taken in context with a higher 
participation rate at 65.7% from 65.6% previously. 
That said, there is still some way to go before it 
unemployment reaches 5%, which is a common 
estimate of NAIRU and a level from which wage 
pressure should start manifesting.  Wage growth 
meanwhile is still well below the 3.5% deemed as 
normal by the RBA, while real wage growth also 
remains flat.  

Overall, while there are some bright spots in the 
economy – robust business conditions, non-mining 
investments (from government infrastructure 
spending), tightening labour market – there is still 
excess capacity, meaning a healthy wage growth that 
could sustain a 2.5% average inflation rate would 
remain elusive.  High household debt also means the 
demand would be sensitive to any rate increases and 
until higher wages can serve to alleviate the debt 
burden, the RBA is not expected to change its cash 
rate.  RBA’s Kent also recently stated that there were 
no reasons for the Cash Rate to move in 25bp 
increments.  While at face value it could be construed 
as a hawkish statement, the more likely implication is 
that the RBA is signaling its intention to wait as-long-
as possible until the risks associated with household 
debt and wages abate before embarking on a steeper 
hike trajectory.  So far, a hike by year-end is only seen 
with a 38% probability with the first full hike priced 
towards the tail end of H1 2019. Bloomberg survey of 
economists revealed similar sentiments with 60% of 

respondents expecting no hikes this year and 47% 
expecting a hike by Q1 2019.  

QiXiu.Tay@informagm.com 

 

NEW ZEALAND: In line with overall market 
consensus, the Reserve Bank of New Zealand (RBNZ) 
held its Overnight Cash Rate (OCR) steady at 1.75% 
and kept its guidance broadly unchanged at its March 
meeting.  The RBNZ's freshly expressed pessimism 
towards domestic inflation from its March post-
meeting statement only served to further quell the 
market's already-dampened hawkish interpretations 
of the central bank.  It is to be expected for the RBNZ 
to stand pat on its current policy and guidance for the 
rest of 2018.  An OCR hike is deemed likely only in 
Q1/Q2 2019.  
 
The RBNZ space, however, has not been entirely 
uneventful.  The central bank recently saw former NZ 
Super Fund CEO Adrian Orr take over as Governor and 
added an employment goal to its mandate whilst 
keeping its 1-3% inflation goal (target midpoint at 2%) 
unchanged.  Further, and in line with the likes of 
other globally recognized central banks, the RBNZ 
also moved to dilute the Governor's decision-making 
powers on its policy rate by giving it to a monetary 
policy committee (MPC).  The MPC will be mostly 
comprised of internal staff and is set to commence 
operations in 2019.  With all that said though, new 
RBNZ chief Adrian Orr reckons that the addition of an 
employment goal to the RBNZ's mandate should not 
make a difference.  
 
Further out, in Q2 this year New Zealand's meagre 
rates of wage growth (and possibly inflation) are 
likely to face upward pressures from the Labour-led 
government's implementation of increased minimum 
wages (from NZD 15.75/hr to NZD 16.50/hr) effective 
from April 2018.  As such, while we can still expect to 
see a sleepy RBNZ in the near-term, there remains 
some optimism NZ's monetary policy space will 
become exciting soon - though said excitement is still 
deemed unlikely to materially induce any inkling of 
hawkishness from the RBNZ. 
tianyong.woon@informagm.com 

 
 

 EMERGING MARKETS: EUROPE, RUSSIA & SOUTH AFRICA 

 

CZECH REPUBLIC: The CNB stood pat on rates at 
the March 29th policy meeting, as widely expected, 
after headline CPI undershot expectations in 
February, with the former slipping for the fourth 
successive month to a 15-month low of 1.8% y/y.  This 

sharper than expected moderation in inflation 
prompted the central bank to flag ‘slightly anti-
inflationary risks’ to its current forecast, though it has 
kept the door open to a further rise this year - albeit 
pointing to late 2018 at the earliest - a slight tweak in 
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APRIL MONTHLY INTEREST RATE OUTLOOK 
guidance from the prior meeting when it signalled 
that it might be done with hikes for the year.   
 
The central bank sees anti-inflationary risk in a 
possible slower appreciation of the Koruna against 
the Euro in quarters ahead, compared to forecast.  
However, Governor Rusnok stated that if the Czk 
appreciates slower than expected there will be space 
for faster policy tightening, thus reinforcing a point 
that it has previously made, that the interest rate 
outlook is also conditional on the rate at which the 
Czk strengthens, not just inflation.  This should 
support current market expectations of at least 
another 25bp hike in the next 12 months, though 
with further tightening seemingly off the agenda until 
later in the year.  
natalie.rivett@informagm.com 
 
HUNGARY: The NBH continues to maintain that 
CPI will not sustainably be on target until mid-2019, 
and thus it has stuck to its dovish commitment to 
unconventional policy easing via FX swaps, IRS swaps 
and purchases of mortgage-backed bonds.  There was 
a hint of a more hawkish tone, at the March meeting 

as the NBH admitted that rising demand and wages 
point to rising core-inflation in the medium-term, but 
it is focused on the relative position of domestic long-
term yields to international yields.   
 
Thus, even amid a tightening bias forming at the ECB 
and other regional CBs, we expect the CB to remain 
committed to keeping interbank rates near zero until 
end of 2019, with a hike not coming before then.  It 
will be the ECB hiking rates, not the domestic 
economy that is likely to be the trigger for the NBH to 
start raising BUBOR.  We maintain that double digit 
wage growth (13.8% y/y in January) and strong 
consumption that helped lift GDP growth to 4.4% in 
Q4 (highest since Q2 2014) must eventually feed 
through into inflationary pressure, and this may force 
the CB to act sooner than the-end of 2019.  At this 
point, market focus remains fixed on the end of 
2018/early-2019 for an increase to the central bank's 
key policy rate, with 15bp increase priced in between 
6-12months.  Thus, no change expected at the April 
meeting. christopher.shiells@informagm.com 
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POLAND: Polish CPI undershot market expectations 
in February to hit its lowest level in over a year at 
1.4% y/y; similarly, PPI was negative y/y for the first 
time since 2016.  This continued easing of inflationary 
pressure has left hawks on the MPC with very little 
ammunition. As-a-result, the NBP signalled a more 
dovish stance at their most recent meeting, and 
Governor Glapinski used the statement to emphasize 
this shift, extending his forecast for steady rates until 
at least H2 2019 and even suggesting that the MPC 
may move toward discussing a cut to the benchmark 
rate, based on the new quarterly inflation 
projections.  Hence, markets have moderated 

expectations for tightening; in fact, the market 
implied policy curve now points to no changes to the 
key rate before the end of 2018.  
 
There remains a risk to this outlook as many analysts 
still expect solid wage growth to feed through into 
higher consumer prices; however, even these have 
slowed somewhat, with average gross monthly 
wages growth down at 6.8% y/y in February from 
January’s 7.3% print. 
robert.graystone@informagm.com 
 

 

 

SOUTH AFRICA: The 25bp cut delivered at the 
March meeting was not a surprise, nor was it a done 
deal, and the SARB has made it clear that this is not 
the start of an easing cycle.  Thus, we are in a similar 
situation to July 2017, when the last cut was 
delivered, in that the CB has set the bar high for 
further loosening of policy.  It was not a unanimous 
decision, as 3 voters went for unchanged (4 for a cut), 
and thus it seems that the introduction of a seventh 
MPC member until September (when Khan resigns) 

has been pivotal.  This means that Kganyago, who is 
a known hawk, no longer had a deciding vote.  The 
numbers suggest that if this had been a 6-member 
MPC, the decision would have been a hold.  This 
means the SARB could well leave rates steady for the 
rest of the year.   
 
The Mar cut was justified by the improved inflation 
outlook for 2018, which sees CPI at 4.9%, and an 
expectation that CPI will remain in the 3-6% target 
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band until 2020.  As expected the SARB has looked 
past the inflationary impact of the VAT rise, which will 
be mitigated by the stronger Zar, and instead focused 
on the longer-term dampening impact this will have 
on consumption.  The SARB also said that it now sees 
wage growth slowing and food price inflation as no 
longer a risk.   
 
With the MPC preferring to keep inflation 
expectations anchored to the mid-point of the target 
band, we believe that it would take a sharp move 
lower in CPI between now and May to warrant 
another cut so soon, and do not expect further 
monetary loosening until year-end at the earliest. 
christopher.shiells@informagm.com 
 

RUSSIA: The CBR trimmed the key rate by 25bp to 
7.25% at the March meeting, as widely expected, 
against the backdrop of subdued inflation (that has 
reached a record low 2.2% y/y).  The central bank 
noted that inflation has remained below 4% for 
longer than expected and forecasts the slowdown to 
continue in H1, which looks to have given it the 
confidence to strengthen guidance, to say that it 'will' 
reach neutral policy this year.  
 
The question remains as to what point the CBR will 
stop cutting rates.  Technically just one more 25bp 
deduction is required to reach the top end of the 6-
7% range it considers neutral, but this range is also 
not set in stone and may be lowered should the 
inflation slowdown prove more consistent.  We 
maintain the central bank will go further than 7.00% 
and so does the market, with the MIPR curve pricing 
the key rate down at 6.60% in 6 months and 6.30% in 
12 months.  
 

However, much depends on the upside risks from 
labour market, which the CBR has said it will remain 
vigilant to.  Indeed, monthly real wage growth figures 
have surprised to the upside this year and may well 
continue to trend higher in the near-term given the 
sizeable salary increases in education and healthcare 
in the run up to the elections.  Governor Nabiullina 
has signalled a pause in the easing cycle is also 
possible, and we suggest that 7.00% would be an 
ideal level to do so – we expect this to be reached at 
the next meeting, in late April.  
natalie.rivett@informagm.com 
 

TURKEY: Easing Turkish inflation is keeping the 
pressure off the CBRT to act, even though the 
February CPI figure slipped by less than expected to 
10.26% y/y from 10.35% in January.  On this basis, the 
CBRT left all policy rates unchanged at their March 
meeting amidst a continuation of its current tight 
policy stance.  The statement accompanying this 
decision was largely the same as in previous months, 
with the CB reiterating that its tight policy stance 
would be maintained until there was a significant 
improvement in the inflation outlook and if needed 
further tightening will be delivered. 
 
However, the sharp Lira depreciation following a 
sovereign downgrade via Moody’s on the back of an 
erosion of institutional strength and deteriorating 
external balances remains a key point of contention 
and some analysts warn of a potential 
inflation/depreciation feedback loop that would 
necessitate further monetary tightening.  That being 
said, we maintain that the CBRT will remain 
committed to its tight policy stance for the time 
being, regardless of external pressure, and the 
market implied policy rate indicates no tightening 
over the next 6 months.  
robert.graystone@informagm.com 

 
 

 

EMERGING MARKETS: ASIA 

 
SOUTH KOREA: As expected at its last rate 
decision, the BoK kept rates unchanged at 1.5% in an 
unanimous decision.  The inflation print in January 
remained subdued at only 1% y/y and 0.4% m/m, 
despite an apparently robust economy.  Since then 
we have seen a slightly higher inflation print for 
February at 1.4% y/y with core creeping upwards to 
1.2% y/y, but still well below the 2% target.  However 
recent developments might put concerns about the 
CPI on the backburner, as final Q4 GDP print just 
released showed that the economy at 2.8% y/y was 
even softer than the already-disappointing 3% seen 
in the preliminary release.  Viewed against the 

backdrop of trade tension, where the latest news is 
that S. Korea would have to limit steel exports to the 
US at 70% level of the past 3-years average, the 
growing challenges facing the economy and the 
central bank become clear.  This as other tariffs suche 
that for washing machines, modifications in the 
KORUS to address some imbalances, as well as steps 
by regional economies to protect surpluses raise risks 
further.  For now, there will be no talk of rate hike by 
the BoK, not only because of the above, but also 
because the last time they did that in October last 
year, the KRW appreciated by 8%.  The BoK had been 
explicit in recent comments that they are not worried 
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about investor outflow, as they see no need to track 
Fed moves.  With increasing difficulty in intervention 
and devaluation (the US trade deal addressed that 
too), BoK can only hope that the narrowing rates gap 
will influence weakness in the KRW, while the 

accommodative policy provides some support for the 
economy in the uncertain future. 

freda.yeo@informagm.com 

 

 

INDIA: The RBI is set to announce their second rate 
decision of 2018 on April 5th, against a backdrop of 
moderating inflation and improving outlook on 
growth…for now.  There is little doubt that the 
outlook for most Asian economies has grown more 
complicated over the past weeks, as the US steps up 
its rhetoric as it seeks to stem its growing trade 
deficit.  India has been in the firing line due to steel 
tariffs, as well as by the US bringing complaints to the 
WTO regarding Indian export subsidies.  Still, on-the-
whole, analysts reckon that the economy should still 
grow at 7% or faster.  This coincides with the RBI’s 
increasingly hawkish view, as was seen in the minutes 
from the meeting in February, with the oil price 
currently looking like a major inflation risk.  
Additionally, an overhang of government bonds is 
expected to keep yield supported despite the 
administration taking steps to reduce supply in recent 
days by spreading out issuance instead of front-
loading, as had been the case in recent years.  There 
are also plans to increase demand by upping foreign 
investor quotas. The plan to perform bank 
recapitalization will also add to bond supply.  These 
factors limit the chance of any rate cut at the 
upcoming meeting, even if inflation manages to slow 

somewhat in the coming months.  
freda.yeo@informagm.com  

 

CHINA: China's National People Congress on 19 
March appointed Liu He as Vice Premier (believed to 
be in charge of all economic and financial affairs).  
This appointment was completely in line with market 
expectations.  Besides, Yi Gang was appointed as the 
PBoC Governor (note: initially it's speculated that Liu 
He would be appointed as Vice Premier as well as the 
PBoC Governor), Liu Kun as Finance Minister and He 
Lifeng as NDRC Chairman. 
 
In our view, the appointment of Yi Gang as PBoC 
governor just reflected the top leaders' bias towards 
having a person with solid experience as a regulator 
to head up the central bank.  That, however, does not 
alter the fact that Liu He, as President Xi’s trusted 
mastermind, will be in charge of all economic and 
financial affairs and will re-shape China's economic 
and monetary policy with his own beliefs and ideas 
over the coming years.  
 
Right before the above-said appointments, the 
central government proposed a restructuring of the 
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financial regulatory framework.  The China Banking 
Regulatory Commission (CBRC) will merge with China 
Insurance Regulatory Commission (CIRC) into a new 
authority - China Banking and Insurance Regulatory 
Commission (CBIRC).  The new authority apparently 
will be working together with the PBoC in supervising 
all banking/financial activities.  Going forward, the 
PBoC will likely lead policy making in 
banking/financial supervision and development, 
coordinate legislation of banking/financial industry.  
Policy implementation will be left with the newly-
established CBIRC. 
 
In our view, this restructuring is aimed at enabling Liu 
He to carry out financial deleveraging more 
effectively. With more efficient coordination among 
regulatory bodies under Liu's direction, off-balance 
sheet lending activities will be curtailed more 
forcefully as part of the deleveraging efforts. 
 
Externally, Federal Reserve's FOMC meeting was a 
key event this month.  The PBoC raised its open 
market operation rate by 5bp on the business day 
immediately after the Fed hike.  The PBoC's move was 
widely expected in advance, giving no surprise to the 
market.  The increase in the OMO rate is quite 
symbolic, meaning foreign monetary policy is also a 
variable that the PBoC does care about in setting the 
monetary policy. tim.cheung@informagm.com 
 

INDONESIA: Indonesia’s CPI remains on a 
softening trend, with officials keen to keep prices 
restrained by a number of means, even subsidizing 
fuel prices into local elections in June 2018, and 
general elections in April 2019.  This move has 
garnered the attention of Moody’s ratings agency, 
which considers it a regressive move for reforms, 
while S&P sees recent trade and political 
developments in the region as impinging on growth 
and exports prospects.  These developments are not 
lost on investors, who have been seen exiting the 
markets since February, with strong inflows reversing 
into outflows.  The IDR also weakened considerably 
with the BI admitting to using reserves to limit 
weakness while committing to continued 
intervention, seeing foreign reserves dip USD4bn 
from January-to-February.  While bond outflows have 
moderated for now on account of bargain hunting, 
the lack of prospects of an upgrade from both the 
mentioned ratings agencies to join the lone Fitch 
upgrade from late last year mean that the BI has to 
relook at other methods for reducing interest rates.  
At its most recent meeting at the end of March, that 
includes ‘macroprudential measures’.  The soft CPI 
while technically a positive, continues to raise 
questions regarding consumer demand, and how 
much consumers can be depended on if other parts 
of the economy falters.  The central bank has not 
stopped looking for a window to reduce rates, but as-
long-as investors remain nervous, ‘no change’ in the 
coming months is probably the best they can 
manage. freda.yeo@informagm.com 

 
 EMERGING MARKETS: LATIN AMERICA 

 

BRAZIL: The BCB’s round of easing since October 
2016 has now reached 775bp, following the 25bp cut 
to the Selic rate in March.  The statement signalled 
that there will be more moderate easing at the next 
policy meeting in May, with this additional stimulus 
to mitigate the risks of delayed convergence towards 
the inflation target. Note, the BCB now sees a slower 
CPI outlook under its latest Quarterly Inflation Report 
- the major adjustment being the 2018 figure, 
forecast at 3.8% y/y (vs 4.2% previously). 
  
This all marks a turnaround from the February 
meeting, in which the BCB said the easing cycle had 
likely ended, though both analysts and traders agreed 
the subdued inflation backdrop provided scope for 
another 25bp rate cut, with IPCA CPI moderating to 
2.84% y/y in February, the lowest print for the month 
in 19 years. 
 
In the wake of the March policy meeting, we are now 
projecting another quarter point deduction in May, 

while the swaps curve has also moved to price in a 
continuation of the easing cycle. Like us though, 
traders see little room for further cuts beyond the 
next meeting.  Much depends on the performance of 
the Real in the run up to the October election, with 
any weakness to potentially fan inflation and bring 
forward the start of the tightening cycle, which the 
market suggests will be implemented by the end of 
the year.natalie.rivett@informagm.com 
 
CHILE: The expected steady verdict was delivered 
by the BCCh in March, but the CB did not change the 
tone of its cautious statement due to the appreciating 
Clp and still benign inflation outlook.  In fact, the CB 
said that due to exchange rate affects, inflation will 
be less than forecast in December (now seen at ca 2% 
by end of 2018) and so the CB will continue to 
monitor the Clp given its potential negative 
implications for the convergence of inflation to the 
target (3% +/-1ppt).   
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The CB moved to a neutral stance from a moderately 
expansionary policy bias in January, acknowledging 
more favourable external and domestic conditions, 
and this has been supported by recent data (Q4 2017 
GDP growth surged to 3.30% y/y) and we maintain 
that further easing will not materialise, so long as the 
economy remains on a strengthening path and there 

is no sharp deterioration in inflation.  Traders and 
economists (per the BCCh bi-weekly surveys) already 
think that Chile has reached the end of its easing cycle 
and over the last couple of weeks have been pricing 
in steeper rate hikes after 3-months. 
christopher.shiells@informagm.com 

 

 

MEXICO: Mexican CPI slowed for the second 
consecutive month in February to 5.34% y/y from 
5.55% in January and a 16-year high at 6.77% in 
December.  This moderation was driven by a fall in 
fruit/vegetable prices and base affects from last 
year's gasoline price hikes falling out of the index 
 
At first glance, this has quite rightly fuelled 
speculation that Banxico may not raise rates again at 
their meeting in April (markets pricing in only ca 1/3 
chance of a rate hike), despite the Fed delivering a 
25bp hike.  However, rate setters have made it clear 
that there is are upside risk to inflation, and it is also 
worth noting that the two front-runners in the 

upcoming Presidential Election are both proposing 
potentially inflationary changes to the minimum 
wage.   
 
Additionally, the central bank has flagged that they 
will be looking increasingly at the implications of Peso 
movements for the inflation outlook.  Although 
USD/MXN has been largely range bound since its 
sharp decline in January, there remains scope for 
some Peso depreciation if NAFTA negotiations turn 
sour or election uncertainty creeps in.  Hence, the 
potential inflationary effects of a currency move 
could also support a Banxico rate hike in April. 
robert.graystone@informagm.com 
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TECHNICAL ANALYSIS 

 
US 10-Year Treasury Note Yield – Consolidates beneath key Fibonacci cluster 

US 10 Year Yield – Monthly Chart 

 

Resistance Levels 

R5 3.613 8 April 2011 peak 

R4 3.336 Equality of 1.318/2.639, 2.014 near 3.320 - 2 May 2011 high and 50% 5.323/1.318 

R3 3.247 12 May 2011 peak near 3.221, 1 July 2011 peak 

R2 3.052 2014 peak – 2 January – trigger for potential 6.5-year double bottom pattern formation 

R1 2.981 61.8% 4.009/1.318, near 2.961 (2.75-year falling channel target)/ 2.965 (2.236x 1.318/1.877, 1.714) 

Support Levels 

S1 2.639 15 December 2016 peak near 2.646, 6 February 2018 reaction low 

S2 2.302 8/7 November 2017 lows near 2.312 (6 December 2017 low) and 2.308 (28 November 2017 low) 

S3 1.990 10 November 2016 low, near 1.997 (16 March 2016 prior peak) /2.014 (2017 low - 8 September) 

S4 1.877 1 November/28 October 2016 8-day range highs 

S5 1.714 9 November 2016 low 

 

Key Points 

• Probed the upper bounds of a 29-year falling channel to threaten the key 2.981 area (61.8% 4.009/1.318 near 2.961, 2.75-year 
falling channel target and 2.965, 2.236x 1.318/1.877, 1.714) before consolidating 

• Daily studies (not shown) continue to deteriorate while weekly studies show signs of unwinding, offering scope for further 
consolidation or a deeper setback towards the 2.639 area (15 December 2016 peak) ahead of a concerted push higher 

• A clean break above the 2014 peak at 3.052 would confirm a 6.5-year double bottom at 1.379/1.318 and stage higher yields over 
the medium to long term 

• The next upside target would be 3.247 followed by a Fibonacci cluster in the 3.320/36 region  

• Below 2.639 would caution for 2.302 which should hold, allowing a resumption of the broader yield recovery. Only below 2.302 
would concern and promote extended ranging over 2.014/1.990 
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 EU 10 Year Yield – Corrective pullback nearing completion as we await an uptrend resumption 

EU 10 Year Yield – Weekly Chart 

 

Resistance Levels 

R5 1.057 2015 peak – 10 June 

R4 0.986 13 July 2015 lower high 

R3 0.910 .764 projection of -0.205/0.619 off 0.280 

R2 0.806 2018 top - 8 February, nr 1 September 2015 lower high and a 14mth rising trendline both at 0.822 

R1 0.703 8 March 2018 high 

Support Levels 

S1 0.466 9 January 2018 high, gap low, near 61.8% retrace of 0.280/0.806 

S2 0.410 2018 low – 8 January, near a 9½ year falling trendline at 0.432 and 76.4% retrace of 0.280/0.806 

S3 0.280 11 December 2017 low, also the base of the recent five-month bullish consolidation 

S4 0.225 14 June 2017 minor higher low 

S5 0.156 2017 low - 18 April 

 

Key Points 

▪ Yield bulls extend the long term recovery from -0.205 (record low) to 0.806 (30-month peak), before correcting 

▪ Deteriorating daily/weekly studies suggest a deeper near term setback towards 0.410/0.432 (2018 low/9½yr falling trendline) 

▪ While this support zone holds, watch for a resumption of the broader yield recovery targeting 0.703 then the 0.806 peak 

▪ A clearance would confirm fresh yield strength targeting 0.910 (.764x -0.205/0.619 off 0.280), then 0.986 (13 Jul 15 lower high) 

▪ Only under 0.410/0.432 risks a deeper short-term dip towards the 0.280 higher low, before the wider uptrend resumes 
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UK 10 Year Yield – Risks a deeper near term correction before the wider recovery resumes 

UK 10 Year Yield – Weekly Chart 

 

Resistance Levels 

R5 2.088 9 November 2015 high 

R4 2.000 30 December 2015 high, near equality of 0.501-1.536 off 0.923 

R3 1.808 76.4% of the June 2015 – August 2016 (2.212-0.501) fall 

R2 1.692 15 February 2018 high, near .764 projection of 0.501/1.536 off 0.923 at 1.714 

R1 1.567 6 March 2018 high 

Support Levels 

S1 1.283 16 January 2018 low 

S2 1.212 8 January 2018 low 

S3 1.137 15 December 2017 low, near a 19-month tentative rising trendline at 1.188 

S4 0.923 2017 low – 14 June, near 8 September 2017 low at 0.951 and 61.8% of 0.501/1.692 at 0.956 

S5 0.782 76.4% retracement of 0.501/1.692 recovery 
 

Key Points 

▪ Recovered from the 2016 record low through a 9¾yr falling trendline to reach 1.692 (15 Feb, 25mth high), before retreating 

▪ Daily/weekly studies are easing and a near term corrective extension is favoured towards 1.212/1.283, before the recovery resumes 

▪ Long term studies remain constructively aligned and should underpin an eventual return through 1.567 re-opening the 1.692 peak 

▪ Beyond would confirm a resumption of the broader recovery and targets 1.808 then the 1.958/2.000 region 

▪ Only below the 1.212/1.283 zone would concern and re-open the 1.137 higher low (close to a 19-month tentative rising trendline) 
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CAN 10-YEAR YIELD – Eases after probing 76.4% retracement/4+ year falling trendline 

CAN 10-YEAR YIELD – Weekly Chart 

 

Resistance Levels 

R5 3.278 11 May 2011 minor lower high 

R4 3.141 30 June 2011 reaction high  

R3 2.830 2013 high - 11 September, near 2 January 2014 2.798 high 

R2 2.572 21/20 February 2014 lower high/3-month range top 

R1 2.405 2018 high - 8 February near 2.376, 76.4% of 2.830/0.908 and 2.366, 4+ year falling trendline off 2.830 

Support Levels 

S1 1.977 27 December 2017 minor higher low 

S2 1.806 29 August 2017 1.806 higher low, near 1.816/26 reaction lows (28 November/15 December 2017) 

S3 1.639 10 May 2017 former lower peak 

S4 1.373 6 June 2017 reaction low 

S5 1.253 13 September 2016 reaction high near 1.255, 14 October 2016 reaction high  

 

Key Points 

• Continues to ease off the 8 February 2018 3.75-year high at 2.405 towards the 27 December 2017 1.977 minor higher low 

• The weekly RSI is currently in the 50’s after crossing under 70 in late February, suggesting further near-term periodic weakness is 
more likely than not while the recent MACD bear cross confirms 

• Nevertheless, the wider uptrend off the 11 February 2016 .908 all-time low remains intact barring the loss of the key 1.806 area, 
which is protected by the 1.5-year .943/1.337 rising trendline (presently 1.874) 

• Eventual anticipated strength over 2.405 offers scope for the 2.572 range top with the key 2.798/2.830 peaks (11 September 
2013/2 January2014) to follow on continued strength  
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