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Apr 12, 2019

FX Tech Flash
USDSGD: Fade the Upticks

MAS Non-Event

As widely expected, MAS confirmed a pause in its policy
normalisation process (no change to the “slight appreciation bias
stance for SSNEER) as growth slows and inflation eases and should
remain contained.

MAS Core inflation forecast range for 2019 has been lowered to 1
- 2%, from 1.5 - 2.5% as decline in electricity prices due to the
roll-out of the Open Electricity Market (OEM) was sharper than
anticipated and take-up rate is likely to increase in the months
ahead. MAS is also expecting 2019 growth to come in slightly
below the mid-point of the 1.5 - 3.5% range.

On USDSGD price action, there was a brief spike to 1.3581 this
morning on MAS revision to inflation forecast but the move has
partially been retraced and was last seen at 1.3568 levels. On 4-
hourly chart, stochastics suggests that bullish momentum seen
this morning could fade intra-day. Near term support at 1.3530,
1.3515; immediate resistance at 1.3580 before 1.3620. We
continue to look for 1.3440 - 1.3620 range, with bias to fade
upticks. Statement is not overly dovish and signs of stabilisation
in China and Europe are showing up amid policy stimulus support
(which could be timely to ease financial conditions and provide
the support for growth to pick up). We are also looking for signs
of US-China trade deal coming in earlier than expected. This
could help with both the real economy channel (via exports and
investment recovery) and via sentiment (further be supportive of
trade-sensitive currencies including SGD).

USDSGD (Daily Chart): Still Sticking to 1.3440 - 1.3620 Range
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Our in-house model implies that SSNEER is
trading 1.13% above our model-implied mid-
point of 1.3719 with the upper band at 1.3450
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SEE PAGE 3 FOR IMPORTANT DISCLOSURES
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Our Taylor Rule Estimates* for SSNEER Point to Stronger SGD
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Note: Note that the yellow line is Maybank estimates of the SGD NEER, while the

blue dotted line is our Taylor Rule-SGD NEER estimates.
*Estimated using GMM Model using an augmented Taylor Rule Framework
Source: Maybank FX Research & Strategy Estimates

Our Taylor Rule estimates for the SGD NEER highlight that the SGD NEER
remains on the upward trajectory and should remain within the policy
band in the forecast horizon. Our SGD NEER estimates using the Taylor
Rule (growth and inflation trade-offs) suggest that the SGD NEER should
strengthen ahead. The implied USDSGD forecasts corresponding to the
2019 estimates are 1.3559 (2Q 2019), 1.3530 (3Q 2019) and 1.3485 (4Q
2019). As such the implied USDSGD is likely to range between 1.3485 -
1.3650, according to our Taylor rule model.
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DISCLAIMER

This report is for information purposes only and under no circumstances is it to be considered or intended as an offer to sell or
a solicitation of an offer to buy the securities or financial instruments referred to herein, or an offer or solicitation to any
person to enter into any transaction or adopt any investment strategy. Investors should note that income from such securities or
financial instruments, if any, may fluctuate and that each security’s or financial instrument’s price or value may rise or fall.
Accordingly, investors may receive back less than originally invested. Past performance is not necessarily a guide to future
performance. This report is not intended to provide personal investment advice and does not take into account the specific
investment objectives, the financial situation and the particular needs of persons who may receive or read this report.
Investors should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities
and/or financial instruments or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been
independently verified by Malayan Banking Berhad and/or its affiliates and related corporations (collectively, “Maybank”) and
consequently no representation is made as to the accuracy or completeness of this report by Maybank and it should not be
relied upon as such. Accordingly, no liability can be accepted for any direct, indirect or consequential losses or damages that
may arise from the use or reliance of this report. Maybank and its officers, directors, associates, connected parties and/or
employees may from time to time have positions or be materially interested in the securities and/or financial instruments
referred to herein and may further act as market maker or have assumed an underwriting commitment or deal with such
securities and/or financial instruments and may also perform or seek to perform investment banking, advisory and other
services for or relating to those companies whose securities are mentioned in this report. Any information or opinions or
recommendations contained herein are subject to change at any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as
“anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an
event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain
risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking
statements. Readers are cautioned not to place undue relevance on these forward looking statements. Maybank expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or
circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

This report is prepared for the use of Maybank’s clients and may not be reproduced, altered in any way, transmitted to, copied
or distributed to any other party in whole or in part in any form or manner without the prior express written consent of
Maybank. Maybank accepts no liability whatsoever for the actions of third parties in this respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.
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