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Nowhere to Hide 

 

“The gods love what is secret and abhor what is obvious.”  Italian writer Roberto Calasso’s 

observation resonates with us.   If you had told us that rates would confront another 

egregious episode of demand destruction caused by the energy crisis, alongside a negative 

payrolls report, we certainly would have assumed the damage to U.S. 2-year note would have 

been less than 50bps.  

 

The war overseas has hit home.  Is the ratchet higher in rate an irresistible trend?  Be 

skeptical.  As so often, a period of panic engenders its opposite. 

 

Notice that tech was typically one of the eyesore sectors.  In the current episode, it’s been 

an outperforming sector, and software is up since late February.  We’re not saying 

shareholders are more prescient than bond managers, but the sentiment factor matters too. 
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 The tech sector been an outperforming sector and software is up since late 

February.  The sentiment factor matters too. 

 The bond selloff resulting from a steepener unwind is coming to its end.  

It curbs realized volatility and by extension, the directional option-driven 

flows.    

 If the subsequent risk of a missed coupon recedes, the return of debt 

redemption flow will also keep short-dated rate contained. 

 The spirit of this era is more TACOist than revolutionary.  It’s better to own 

rate when the vultures are still circling.  



 

 

The imminent end of cage fight between steepener and flattener is another thing.  Since the 

onset of the Iran conflict, the unwind of steepeners provided a steady offer to the short end, 

keeping realized volatility elevated.  Now the positioning washout fizzles out, curbed 

realized volatility and the concomitant decline of the forced selloff will follow. 

 

Of course, we are all at the mercy of liquidity change.  Recall that a horde of 

callable buyers is lulled out of the woodwork by the yield enhancement.  The callable bond 

market, originated from their sale of optionality to issuers and concentrating around 1-5 year 

maturities, reaches US$7,500 billion of late.  If dust starts to settle and the subsequent risk 

of a missed coupon recedes, the return of debt redemption flow will keep the short-dated rate 

contained. 

 

 

Faced with information overload, the fear of making the wrong call can be paralyzing.  For 

now, traders may prioritize recency over accuracy.  The spirit of this era is, however, more 

TACOist than revolutionary.  When wars can be trivialized, so does the perceived need for 

protection.  It’s better to own rates when the vultures are still circling.  

 

 

 

 

Exhibit 1: Outstanding Amount of U.S. Callable Bond (US$ bn)  

 

 

 

 

 

 

 

 

 

Source:  B loomberg ,  Shanghai  Commerc ia l  Bank  
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Disclaimer - Investment Involves Risk 

Investment Risk Disclosure 

 The following risk disclosure statement cannot disclose all the risks involved and does not take into account any 

circumstances that are unknown to Shanghai Commercial Bank Limited (the “Bank”). Investment involves risks. 

Securities, Investment fund and Bonds are investment products. The price of investment products may go up or 

down, and may become valueless. It is as likely that losses will be incurred rather than profit made as a result of 

buying or selling investment products. Any past performance figures shown are not indicative of futures 

performance. Part of the investment may not be able to liquidate immediately under certain market situation. 

Customers should refer to relevant offering documents for detailed information, including but not limited to Risk 

Disclosures, prior to any investment subscription. The products described herein may not be suitable for all people. 

The decisions to invest are made by customers and customers should not invest in investment products unless the 

intermediary selling them has explained to them that the product is suitable for them having regard to customers’ 

financial situation, investment experience and investment objectives. Customers should not make any investment 

decisions based on this document alone. Customers must make their own assessment of the information provided 

in this document. Customers should carefully consider whether any investment products or services mentioned 

herein are appropriate for them in view of their financial situations, investment experiences and investment 

objectives. If customers have any doubt about this material or any relevant offering document, they should consult 

their own independent advisers on the legal, regulatory, tax, investment and financial implications of the 

investments (including but not limited to estate duty and withholding tax and other tax obligations which may arise 

from local or foreign investment) as they deem appropriate to ensure that they understand the nature of the 

investments in order to consider whether the investments are suitable investments for them.  

 Investment Risk in Securities: The prices of securities fluctuate, sometimes dramatically. The price of a security 

may move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit made 

as a result of buying and selling securities. Investment involves risks. Any past performance figures shown are not 

indicative of futures performance. Part of the investment may not be able to liquidate immediately under certain 

market situation. Customers must ensure to read and understand the information of Shanghai and Shenzhen 

Connect A-shares trading of the Bank including relevant details, trading rules, risk, fees, restriction and notices 

before investing in Shanghai and Shenzhen Connect A-shares trading.  

 Investment Risk in investment funds: The prices of investment funds fluctuate, sometimes dramatically. The price 

of an investment fund may go up or down and may become valueless. It is as likely that losses will be incurred 

rather than profit made as a result of buying and selling investment funds. Investment involves risks. Any past 

performance figures shown are not indicative of futures performance. Part of the  

 

 



 

 

 

investment may not be able to liquidate immediately under certain market situation. Customers should refer to 

relevant investment fund offering documents for detailed information, including but not limited to Risk Disclosures, 

prior to any investment fund subscription. Customers should carefully consider whether any investment products 

or services mentioned herein are appropriate for them in view of their financial situations, investment experiences 

and investment objectives. Please refer to explanatory memorandum or relevant materials of the fund for further 

information. The subscription of investment fund is subjected to prevailing regulatory requirements and restrictions 

and relevant terms and conditions of the Bank. The Bank acts as a distributor of the funds managed by fund housed 

and the funds are the product of the third party fund houses. For distribution of funds – in respect of an eligible 

dispute (as defined in the Terms of Reference for the Financial Dispute Resolution Centre in relation to the Financial 

Dispute Resolution Scheme) arising between the Bank and the customers out of the selling process or processing 

of the related transaction, the Bank is required to enter into a Financial Dispute Resolution Scheme process with 

the customers; however any dispute over the contractual terms of the product should be resolved directly between 

the third party fund house and the customers.  

 Investment Risk in Bonds: Bond investments are not bank deposits and involve risks, including the possible loss of 

the principal amount invested. Customers should be aware of the risk of exchange rate fluctuations for bonds 

denominated in non-local currency, which may cause a loss of principal. Unless specified, these investments are 

not guaranteed by the Bank. The prices of bonds fluctuate, sometimes dramatically. The price of a bond may go 

up or down and may become valueless. It is as likely that losses will be incurred rather than profit made as a result 

of subscribing and redeeming bonds. Investment involves risks. Any past performance figures shown are not 

indicative of future performance, which the Bank does not guarantee the existence of a secondary market for bonds. 

Part of the investment may not be able to liquidate immediately under certain market situation. Customers should 

refer to relevant bonds offering documents for detailed information, including but not limited to Risk Disclosures, 

prior to any bonds subscription. 

 RMB is subject to exchange rate risk (only applicable to Individual Customers): RMB is currently not freely 

convertible. Customers should be aware that they can conduct conversion of RMB at CNH rate through bank 

accounts, for which it is subject to the requirements specified by the Relevant Authorities from time to time, the 

requirements specified by the Bank and/ or the RMB position and commercial decisions of the Bank at that moment. 

RMB Conversion Limitation Risk (only applicable to Corporate Customers): RMB is currently not freely convertible. 

Corporate Customers should be aware that they can conduct conversion of RMB through bank accounts, for which 

it is subject to the requirements specified by the Relevant Authorities from time to time, the requirements specified 

by the Bank and/ or the RMB position and commercial decisions of the Bank at that moment. RMB investments are 

subject to exchange rate fluctuations which may provide both opportunities and risks. The fluctuation in the 

exchange rate of RMB may result in losses in the event that the customer converts RMB into HKD or other foreign 

currencies. If  



 

 

 

 

the home currency of the customer is different from the Investment product currency or the Investment product's 

reference currency, changes in currency exchange rates may erode the investment gains or widen the investment 

losses of the customer.  

 The information of this document has not been reviewed by the Securities and Futures Commission of Hong Kong 

or any regulatory authorities in Hong Kong.  

 

Important Notice / Disclaimer: 

 This document is issued and solely owned by the Bank. This document is for general information and reference 

only and does not constitute any offer, solicitation, invitation, advice or recommendation to subscribe, trade, redeem 

or sell for any deposits or investments. No representation, guarantee or other assurance as to the outcome of any 

investment has been made or will be given to you by or on behalf of the Bank. 

 This document contains information from third party, which may be incomplete or simplified. Although the 

information herein contained is obtained or compiled from sources the Bank believes to be reliable, it has not been 

independently verified. The Bank cannot and does not represent or warrant the accuracy, validity, reliability, 

timeliness or completeness of any such information (whether in whole or in part), and accepts no liability for any 

loss or damage howsoever arising from or in reliance upon the whole or any part of such information or opinions 

(unless due to the negligence or wilful default of the Bank, the Bank’s authorised officers, employees or agents). 

The Bank reserves the right to amend all or any part in this document, which all views, forecasts and estimates 

constitute judgments made before the publication date, and are subject to change without further notice. This 

document contains certain statements that may be deemed as forward-looking statements involving risks and 

uncertainties. Customers should be aware that actual results may differ materially from those projected, estimated, 

assumed or anticipated in any such forward-looking statements due to different factors, risks and economic situation.  

 The information herein contained may not be reproduced, quoted, distributed, disclosed or published (whether in 

whole or in part) in any media for any purpose without prior express written consent from the Bank. The Bank 

accepts no liability for any loss arising from or in reliance upon such information or contents. This document is not 

intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution 

would be contrary to the laws or regulations. 

 The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have positions 

in and may trade for their own account in all or any of the securities or investments mentioned in this document. 

Companies within the Bank may have provided investment services or underwritten in relation to these securities. 

Commission or other fees may be earned by the Bank respect of the services provided by them relating to these 

securities or investments. 



 

 

 

 

Conflicts of Interest Disclosure:  

 The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees may have positions 

in and may trade for their own account in all or any of the foreign exchange, securities or investments mentioned 

in this document, or engage in any trading activities or have any financial interests in relation to the subject ETFs. 

Also, they may have business or other relevant relationships with the subject ETFs and/or the management 

company of the ETFs. The Bank may have provided investment services or underwritten in relation to these 

securities. Commission or other fees may be earned by the Bank respect of the services provided by them relating 

to these securities or investments. 

 

 


