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Markets dealing with a lot of noise
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Global bond market watch
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Global bond market watch

10-yr bond yield
ytd change 

 
China  -16bps
India  +38bps
Japan  +87bps
Germany +59bps
UK  +78bps
US  +68bps
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Factors behind bond selloff
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Factors behind bond selloff
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Global macro momentum
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USD and commodities
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Rates

AI-Driven

Government-Driven

Takeaways



Trillions needed over the next few 
years to fund AI

How to think about AI?
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Hyperscaler Capex needs

7X Capex growth over the 
past 5 years to approx. USD 

700bn in 2026

Hyper-scaler spend in 2026 is 
about 6% of US corporate 

bond outstanding

Peak Capex needs still lie 
ahead in 2027/28

US Corp issuance up by 45% 
Ytd August

Presenter Notes
Presentation Notes
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Adjustments in tech-related 
segments.

Mindful of spillovers.

Credit Spreads Impact
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US Credits OAS (%) 4-Sep 28-Aug 21-Aug 14-Aug 7-Aug 31-Jul 24-Jul 17-Jul 10-Jul 3-Jul 26-Jun 19-Jun
Basic 1.16 1.15 1.19 1.20 1.19 1.21 1.23 1.21 1.20 1.21 1.23 1.18
Capital Goods 0.96 0.94 0.98 0.98 0.96 0.98 0.99 0.97 0.96 0.96 0.96 0.93
Communications 1.54 1.52 1.58 1.58 1.56 1.60 1.61 1.54 1.53 1.47 1.47 1.40
Consumer Cyclical 1.06 1.03 1.07 1.07 1.06 1.07 1.09 1.06 1.06 1.03 1.03 1.00
Consumer Noncyclical 1.06 1.04 1.08 1.09 1.07 1.08 1.10 1.08 1.07 1.05 1.07 1.05
Energy 1.16 1.15 1.19 1.21 1.20 1.22 1.23 1.22 1.22 1.22 1.22 1.19
Technology 1.26 1.24 1.29 1.27 1.27 1.30 1.32 1.25 1.23 1.19 1.20 1.16
Transportation 1.13 1.11 1.15 1.16 1.15 1.17 1.18 1.17 1.16 1.15 1.16 1.15
Electric 1.25 1.21 1.26 1.27 1.25 1.26 1.26 1.24 1.24 1.23 1.25 1.22
Natural Gas 1.30 1.27 1.32 1.33 1.31 1.32 1.32 1.31 1.30 1.30 1.32 1.29
Other Utility 1.14 1.09 1.13 1.15 1.12 1.12 1.14 1.11 1.11 1.11 1.12 1.10
Banking 1.03 1.00 1.03 1.04 1.02 1.04 1.05 1.05 1.02 1.01 1.00 0.98
Finance Comp. 1.57 1.58 1.63 1.62 1.63 1.67 1.68 1.68 1.69 1.70 1.71 1.71
Insurance 1.29 1.27 1.32 1.32 1.29 1.31 1.33 1.30 1.29 1.29 1.30 1.26
Reits 1.02 1.00 1.04 1.03 1.00 1.02 1.03 1.01 1.00 1.00 1.00 0.99

Presenter Notes
Presentation Notes
Z:\Economics\Eugene\Interest Rate Stuff\Regional\Commodities_all.xlsx
linked



Government bond yields have 
been buoyant since 2022. 

AI capex is one new factor kicking 
in.

Unanchored JGB yields is another 

Buoyant Yields
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Hikes are being priced for the Fed. 
But the Fed is not the most 
hawkish. 

The BOJ, RNBZ and BOC are 
priced to be hike even more. 

Rate Pricing Across the G10
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About half of the asset holdings 
are in debt. 

Within debt, the bulk of these are 
US and European debt. 

The biggest asset holders are 
“other financial corporations” 
which are basically funds. 

The BOJ has been reducing 
holdings of Govt papers. 

Japan may not be in a position to 
fund the world if JGB yields are 
sufficiently attractive. 

A Closer Look At Japan
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Long-end Rates / Rate Differentials
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Oil-related stresses on Asian rates 
have dissipated by a meaningful 
extent but oil bears watching 
again. 

CGBs offer refuge from bond 
investors as yields stay anchored 
and the currency stays stable.

JGBs and KTBs are mirroring each 
other even as there are nuances. 
Yields on both look to be on the 
high side. 

Rates & FX Performance
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Takeaways

AI-related capex funding is crowding out the government

Unanchored JPY rates is another factor driving global term premium higher 

Repatriation risk for Japanese investors is real. The biggest worry is debt flows from funds

USTs have sold off a lot ahead of CPI data. Time for a breather?

Keep an eye on oil prices. 

There is value in long-dated JGBs. 

Ditto for the frontend of KTB curve. 

CGBs remains the refuge through the bond market selloff this year. 
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A volatile 2026 for North Asian FX

24
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JPY
JPY interventions and a hawkish BOJ turn
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Exports benefitting from AI spending growth
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JPY: Turning around on hawkish BoJ tone
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JPY

BOJ to hike rates by 
25bps in Sep, following 
its Jun hike

Inflation has hit 2% y/y 
despite fuel subsidies

Possible GPIF 
rebalancing from 
foreign assets to 
domestic JPY assets

JPY trend depends 
critically on BOJ  policy 
guidance next Friday

Japan Q1 2025 Q2 2025 Q3 2025 Q4 2025 Q1 2026 Latest

Real GDP y/y 1.6% 2.0% 0.6% 0.4% 0.6% 0.9% (Q2)

CPI y/y 3.6% 3.3% 2.9% 2.1% 1.5% 2.0% (Jul)

Industrial 
production y/y 0.0% 3.4% 2.2% 0.9% 2.4% 4.1% (Jul)

Retail Sales y/y 3.0% 1.9% 0.2% -0.9% 1.4% 4.0% (Jul)

Policy rate % 0.50% 0.50% 0.5% 0.75% 0.75% 1.00% (Aug)

Uncontested

Sources: DBS, CEIC
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Less negative real rates to support JPY

Presenter Notes
Presentation Notes
JPY has also experiences notable appreciation
However concerns are rising on the rising Japanese debt. With CPI being above 30Y bond yields, would erode investor confidence further.



KRW has recovered 
strongly after foreign 
equity outflows tapered

AI boom has legs, with 
Korean memory makers 
committing USD500bn 
of investments

Strong export 
performance supports 
hawkish BoK policy 
stance

27

KRW

South Korea Q1 2025 Q2 2025 Q3 2025 Q4 2025 Q1 2026 Latest

Real GDP y/y 0.2% 0.7% 2.1% 1.6% 3.8% 3.7% (Q2)

CPI y/y 2.1% 2.2% 2.1% 2.3% 2.2% 3.1% (Aug)

Industrial 
production y/y 5.6% 3.8% 14.4% 1.6% 3.8% 3.6% (Jul)

Retail Sales y/y 0.3% 0.1% 2.3% 1.2% 5.0% -0.8% (Jul)

Policy rate % 2.75% 2.50% 2.50% 2.50% 2.50% 3.00% (Sep)

KRW: Lifted on AI boom as equity flows normalize

Sources: DBS Research, CEIC
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RMB: Gradual appreciation amid K-shaped economy

28

RMB

Exports are strong, but 
domestic demand is still 
too weak

RMB appreciation will 
be measured

US-China relations stay 
stable with Xi visiting 
US on 24 Sep

Scope for goodwill RMB 
gains ahead of the visit

China Q1 2025 Q2 2025 Q3 2025 Q4 2025 Q1 2026 Latest

Real GDP y/y 5.4% 5.2% 4.8% 4.5% 5.0% 4.3% (Q2)

CPI y/y -0.1% 0.1% -0.3% 0.8% 1.0% 0.8% (Aug)

Industrial 
production y/y 7.7% 6.8% 6.5% 5.2% 5.7% 4.5% (Aug)

Retail Sales y/y 5.9% 4.8% 3.0% 0.9% 1.7% 0.6% (Jul)

1Y LPR % 3.10% 3.00% 3.00% 3.00% 3.00% 3.00% (Aug)

Sources: DBS Research, CEIC
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JPY and RMB are most undervalued, KRW less so
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FX Forecasts
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Ccy pair 1Q26 2Q26 3Q26 4Q26 1Q27 2Q27 3Q27 4Q27
USD/CNY 6.89 6.79 6.75 6.70 6.74 6.78 6.81 6.85
USD/HKD 7.84 7.84 7.83 7.83 7.83 7.83 7.83 7.83
USD/INR 94.8 94.7 93.4 93.9 94.4 95.0 95.5 96.1
USD/IDR 17041 17907 17760 17600 17660 17730 17790 17860
USD/MYR 4.05 4.08 4.02 3.95 4.00 4.05 4.10 4.15
USD/PHP 60.7 61.3 60.4 60.6 60.7 60.9 61.1 61.3
USD/SGD 1.29 1.29 1.28 1.27 1.28 1.29 1.29 1.30
USD/KRW 1516 1549 1465 1450 1490 1505 1520 1535
USD/THB 32.6 33.2 32.7 32.0 32.5 33.0 33.5 34.0
USD/VND 26340 26310 26290 26290 26430 26570 26710 26850
AUD/USD 0.69 0.69 0.70 0.71 0.70 0.70 0.69 0.69
EUR/USD 1.16 1.14 1.15 1.17 1.16 1.15 1.14 1.13
USD/JPY 159 163 156 151 153 154 155 157
GBP/USD 1.32 1.33 1.34 1.36 1.35 1.34 1.33 1.32

Exchange rates, eop
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DBS Digital Assets ResearchDBS Research
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Tokenization means a 
digital representation 
of value on blockchains.

Real world assets 
including real estate, 
commodities, private 
assets have been 
tokenized.

US security laws have 
been unclear on 
tokenized securities

CLARITY Act could be 
the game changer 

Tokenization, AI, and Capital MarketsTokenization
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White House is moving 
ahead with executive 
and regulatory changes 
without waiting for 
CLARITY Act

The Next Era of Capital MarketsUS Digital 
Assets Policy

• GENIUS Act passed in July 2025 giving legal 
recognition to stablecoins

• CLARITY Act to define regulatory rules for 
security tokens scheduled for a mid-Sept 
procedural vote

• White House convened a meeting of financial 
regulators (SEC, CFTC), and crypto/TradFi 
industry leaders on 19 Aug

• SEC has also proposed Regulation Crypto 
Assets on 18 Aug, to introduce a securities 
offering  regime that will support digital assets
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Tokenized market size to hit USD5.6trn in 2030

Tokenized assets could 
compete with ETFs 

Higher flexibility for 
individual customization, AI 
advisory and automation, 
and cost efficiency puts 
Tokenized assets at an 
advantage

Market Size
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• Total Addressable Market for ETF/Tokens could be 
USD 28trn in 2030

• Tokenized assets could have 20%-33% market share 
(USD 5.6trn to USD 9.etrn)



Your questions

35

Your questions



36

Thank You

GENERAL DISCLOSURE/ DISCLAIMER (For Macroeconomics, Currencies, Interest Rates, Digital Assets or Commodities) 

The information herein is published by DBS Bank Ltd and/or DBS Bank (Hong Kong) Limited (each and/or collectively, the “Company”). It is based on information obtained from sources believed to be reliable, 
but the Company does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any particular purpose. Opinions expressed are subject to 
change without notice. This research is prepared for general circulation.  Any recommendation contained herein does not have regard to the specific investment objectives, financial situation and the particular 
needs of any specific addressee. The information herein is published for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should 
obtain separate legal or financial advice. The Company, or any of its related companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental 
damages or any other loss or damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further communication 
thereof, even if the Company or any other person has been advised of the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell any securities, 
futures, options or other financial instruments or to provide any investment advice or services. The Company and its associates, their directors, officers and/or employees may have positions or other interests 
in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking or financial services for these companies.  The 
information herein is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other jurisdiction (including but not 
limited to citizens or residents of the United States of America) where such distribution, publication, availability or use would be contrary to law or regulation.  The information is not an offer to sell or the 
solicitation of an offer to buy any security in any jurisdiction (including but not limited to the United States of America) where such an offer or solicitation would be contrary to law or regulation.

[#for Distribution in Singapore] This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) which is Exempt Financial Advisers as defined in the Financial Advisers Act and 
regulated by the Monetary Authority of Singapore. DBS Bank Ltd may distribute reports produced by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under 
Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd 
accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 65-6878-8888 for matters arising from, or in 
connection with the report.

DBS Bank Ltd., 12 Marina Boulevard, Marina Bay Financial Centre Tower 3, Singapore 018982. Tel: 65-6878-8888. Company Registration No. 196800306E.  

DBS Bank Ltd., Hong Kong Branch, a company incorporated in Singapore with limited liability.  18th Floor, The Center, 99 Queen’s Road Central, Central, Hong Kong SAR.

DBS Bank (Hong Kong) Limited, a company incorporated in Hong Kong with limited liability.  11th Floor, The Center, 99 Queen’s Road Central, Central, Hong Kong SAR.

This disclaimer may not apply if the applicable assets fall within the definition of  'financial instruments' that are set out in Article 2(1) EU MAR (e.g. financial instruments that are traded on a regulated market, 
MTF or OTF, etc.). Section C of Annex I of MiFID2 specifies these 'financial instruments'. 
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