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SGD: Holding Steady in Turbulent
Times

MAS Stands Pat Amid Moderating Inflation and Growth Surprise

MAS stood pat and left policy settings (slope, centre and width)
unchanged. This is the second stand pat after the first in Apr 2023.
This decision is in line with our house view and the market consensus.
MAS assessed that the current policy stance is “sufficiently tight” to
ensure medium-term price stability. 3Q2023 advance estimates
showed that growth picked up to +1.0% QoQ SA (exp: +0.6%; prev:
+0.1%) and +0.7% YoY (exp: +0.4%; prev: +0.5%), with MAS recognizing
that the risk of a sharp global downturn has receded and acknowledged
potential for better growth prospects in 2024, although growth was
still subject to significant uncertainty. MAS expects inflation to further
moderate moving forward, although they recognize that both upside
and downside risks to inflation exist. Given the growth and inflation
outlook, this decision strikes a balance between continuing to ensure
medium-term price stability and the muted growth prospects for
Singapore moving forward.

Move to a Quarterly Policy Statement Schedule

MAS also announced that it would move to quarterly statement
schedule in Jan, Apr, Jul and Oct from 2024. The next statement will
be in late Jan 24, with the exact date to be announced at the start of
the month. MAS views this as an effort to improve monetary policy
communications and emphasized that there is no change to the
medium-term price stability objective. This change gives them the
ability to adjust policy and respond to any change in economic
conditions with greater flexibility and agility. While the change entails
more risk events and potentially more volatility for the SGD as we
approach the meetings, it could be viewed as a possible reduction in
volatility from the previous regime where unscheduled off-cycle
announcements usually surprise the market.

Upward Pressures on SGDNEER Remain Although USDSGD Could
Trade Higher

Ahead of the decision, SGDNEER was trading at around +1.60% above
the mid-point with USDSGD at 1.3695. Immediately after the
announcement, USDSGD fell to around 1.3685, with the SGDNEER at
+1.80% above the mid-point immediately after the announcement,
where it currently trades. We expect upward pressures on the
SGDNEER to remain and think our earlier recommendation to buy the
SGDNEER on dips should hold. However, USDSGD could trade higher as
the higher-for-longer US yields and USD narrative remains intact.
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MAS Stands Pat Amid Moderating Inflation and Growth Surprise

MAS stood pat and left policy settings (slope, centre and width) unchanged.

This is the second stand pat after the first in Apr 2023. This decision is in
line with our house view and the market consensus. MAS assessed that the
current policy stance is “sufficiently tight” to ensure medium-term price
stability. The statement today seems generally balanced with
expectations that risk of a global slowdown has receded somewhat and a
pickup in major trading partners should be accompanied by a slowing down
in core inflation in 2024.

On growth, advance estimates showed that growth surprised to the upside
by +1.0% QoQ SA in 3Q2023 (exp: +0.6%; prev: +0.1%) and grew by +0.7%
YoY (exp: +0.4%; prev: +0.5%). Our economists’ were expecting growth to
be weaker at +0.1% YoY. Actual outturns were better than expected
largely due to an improvement in the manufacturing sector, which was
offset by some easing in domestic-oriented sectors. MAS expects GDP
growth for 2023 to come in at the lower half of the 0.5 to 1.5% forecast
range. For 2024, MAS is expecting growth to come in closer to its potential
rate with a slightly negative output gap amid an improvement in external
conditions, as growth in major trading partners should gradually pick up in
2024. However, MAS also recognized that there would be significant
uncertainty to the timing and extent of a growth recovery. Our economists
maintain their GDP forecast at 0.8% in 2023 and +2.2% in 2024.

On inflation, MAS acknowledged that inflation had come off and should
continue to moderate. For 2023, MAS Core Inflation is projected to come
in at around 4%, unchanged from 2022. Excluding the impact of the Jan
GST hike, MAS saw core inflation lower compared to 2022. Headline
inflation is expected to average around 5% in 2023 (prev: 6.1%). MAS thinks
this should pick up slightly from the 4% YoY August figure amid higher COE
premiums and petrol prices. In 2024, MAS Core Inflation is expected to be
on a broad moderating trend and is projected to slow to an average of 2.5
to 3.5%, excluding GST this would be 1.5 to 2.5%. Our economists maintain
their forecast of MAS Core Inflation at +2.8% (within the range) and raise
their 2024 headline inflation forecast to +3.3% (prev: 2.9%), in line with
the latest MAS guidance of 3.0 to 4.0% (2.5 to 3.5% excluding GST impact).
MAS sees both upside and downside risks to inflation arising from shocks
to global food/energy prices or domestic labour costs. However, sharper
than expected downturns in the global economy could also contribute to
easing price pressures.

Move to a Quarterly Policy Statement Schedule

MAS also announced that it would move to quarterly statement schedule
in Jan, Apr, Jul and Oct from 2024. The next statement will be in late Jan
24, with the exact date to be announced at the start of the month. MAS
views this as an effort to improve monetary policy communications and
emphasized that there is no change to the medium-term price stability
objective. This change gives them the ability to adjust policy and respond
to any change in economic conditions with greater flexibility and agility.
While the change entails more risk events and potentially more volatility
for the SGD as we approach the meetings, it could be viewed as a possible
reduction in volatility from the previous regime where unscheduled off-
cycle announcements usually surprise the market. Perhaps MAS also
recognizes that in times as uncertain and as turbulent as these, there is a
need for more frequent correspondence to the market on its monetary
policy outlook. If necessary, they would also be able to respond to any
changes in the growth/inflation outlook without having to shock the
market with an unscheduled policy announcement.
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MAS’ Monetary Policy in 2024

We think that should the current outlook for growth and inflation hold,
MAS would be biased towards standing pat in Jan. Our economists share
this view since inflation is expected to still remain sticky above historical
norms next year, while the growth outlook is brighter than previously
expected. We do recognize that these are however turbulent times as
escalation in geopolitical conflicts could easily change the growth and
inflation outlook and would not rule out MAS changing their stance that
the current SGDNEER appreciation is “sufficiently tight” if the
growth/inflation outlook does change.

Financial Conditions are Relatively Tight and Should Mitigate Domestic
Price Pressures

Based on the Maybank Singapore Financial Conditions Index (Chart 1), a
combination of short-term rates, exchange rates, equity indices,
government bond yields and business cycle leading indicators, it appears
that financial conditions in Singapore remain at relatively tight levels
although they appear to be easing from highs. The elevated tightness
should dampen domestic sources of price pressures and work together with
the current appreciating policy stance, which would mitigate external
price pressures, to alleviate overall inflation.

Chart 1: Financial Conditions at Elevated Tight Levels
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Source: Macrobond, Maybank FX Research and Strategy

We do believe that MAS’ exchange rate policy is in itself insufficient to
address the rising cost of living, which is a function of both external and
domestic factors. The Singapore government has already tried to address
this via a top-up of the cost of living support package, with the scheduled
GST hike and extension of the Progressive Wage Model sources of further
price pressures. There could perhaps be further measures in the 2024
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Budget to address this, and the government is already looking at supply-
side measures such as increasing the supply of housing, although this
particular measure could have a longer lead-time to come into effect.

Upward Pressures on SGDNEER Remain Although USDSGD Could Trade
Higher

On market reaction, ahead of the decision the SGDNEER was trading at
around +1.6% above the mid-point with USDSGD at 1.3695. Immediately
after the announcement, USDSGD fell to around 1.3685, with the SGDNEER
at +1.80% above the mid-point (Chart 2).

Given the appreciating path of the SGDNEER (assumed to be 1.5%); we
expect upward pressures on the SGDNEER to remain and think our earlier
recommendation to buy the SGDNEER on dips is still viable. We think that
SGDNEER should trade between 1.00% and 2.00% (YTD Avg: 1.45%) above
the mid-point. The close correlation of UST yields and SGS yields should
also be further supportive of the SGD and SGDNEER, since further widening
of yield differentials of the US vis-a-vis the rest of the world should affect
the SGD less than other currencies. However, USDSGD could trade higher
as the higher-for-longer US yields and USD narrative remains intact in the
near-term. We therefore maintain our USDSGD forecasts that shows the
USD gradually weakening (Table 1).

Chart 2: SGD NEER is now around +1.80% above the Policy Mid-Point
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Decomposing the SGDNEER move against the basket constituents, we see

that the SGD strengthened against most constituents with the exception
of the EUR and GBP. Main contributors of strength were MYR, KRW and
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TWD (Chart 3). USDSGD trades within a tight 20-pip range today between
1.3680 to 1.3700.

Apart from buying SGDNEER on dips, we would suggest selling SGDJPY
looking for the reversal from all-time highs of around 109.40 levels where
the pair currently trades. We think that the JPY as a traditional safe-haven
could potentially benefit in an increasingly uncertain world, in line with
our implied SGDJPY forecasts (Table 1).

Chart 3: SGD’s Moves Against Trading Partners for Today
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Table 1: SGD Forecasts

Forecast

USDSGD

SGDJPY

GBPSGD

EURSGD

SGDMYR

4Q 2023

1.3650
(1.3400)

1.0989
(1.0638)

1.6380
(1.6750)

1.4401
(1.4606)

3.4066
(3.3955)

(previous forecasts in parentheses)
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1Q 2024

1.3650
(1.33250)

1.0989
(1.0526)

1.6380
(1.6430)

1.4469
(1.4575)

3.4066
(3.3585)

2Q 2024

1.3550
(1.3150)

1.0753
(1.0204)

1.6396
(1.6175)

1.4499
(1.4728)

3.3579
(3.3080)
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3Q 2024

1.3450
(1.3000)

1.0417
(1.0000)

1.6409
(1.5990)

1.4526
(1.4950)

3.3086
(3.3077)

4Q 2024

1.3400
(1.2800)

1.0101
(1.0000)

1.6482
(1.5744)

1.4740
(1.4720)

3.2463
(3.2813)
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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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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum 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 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 Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, 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 IBG 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.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’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 IBG and Maybank IBG and its Representatives 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. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.
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This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
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This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
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