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SGD: Recalibrating our SGDNEER
Model

A Recap on MAS SGDNEER Policy

MAS manages the SGD against an undisclosed trade-weighted
basket of currencies, or the SGDNEER index. This is the policy tool
of choice to mitigate imported sources of inflation, which is a
reasonable approach considering Singapore is a small and open
economy. However, given the considerable uncertainty over the
policy parameters, estimating the SGDNEER can be somewhat
challenging.

MAS’ Constructive Ambiguity

MAS now announces adjustments to its policy stance at quarterly
meetings (previously semi-annually), although off-cycle decisions
cannot be ruled out. The following parameters remain somewhat
unknown, or are not fully disclosed by MAS:

(i) Constituent currencies in the SGDNEER basket;

(i1) Weights of the constituents;

(iii) Width of the SGDNEER band;

(iv) Mid-point of the SGDNEER band;

(v) Appreciation of the SGDNEER (crawl); and

(vi) Adjustments to SGDNEER policy e.g. recalibration of
the SGDNEER basket or modifications to the
constituents.

MAS believes that not fully disclosing policy parameters, along with
not commenting on MAS operations allows it some constructive
ambiguity in the management of the SGDNEER. This is a reasonable
position given the considerable sensitivities of such an exchange
rate policy and functions as a deterrence of unnecessary or
excessive speculation in the SGD. This is also consistent with MAS’
official position that they may tactically allow the SGDNEER to
trade out of the band.

What Clues Do We Have?

There are certain clues that we can refer to when constructing a
model to estimate the SGDNEER. These include MAS’ quarterly
statement, which may provide hints on the crawl, width and mid-
point e.g. in Mar 2021, MAS declared that it reduced the slope to
zero and re-centered the SGDNEER at the prevailing level or in Oct
2001 MAS announced widened the band to allow for increased
volatility in the SGDNEER in the wake of Sep-11 terror attacks. MAS
also releases the weekly average SGDNEER data to provide the
market with more frequent reference points to recalibrate their
SGDNEER models. However, certain assumptions and informed
estimates are required in order to define certain model
parameters, such as the constituents, weights of the basket, or the
magnitude of MAS’ policy adjustments. We try to explain the
thinking and recent changes to our SGDNEER model.
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The Maybank SGDNEER Model

The first and perhaps the most crucial step would to be to define the
constituents in the basket of our model. We look at trade numbers of
Singapore’s largest trading partners and make an informed estimate as to what
MAS would consider as a representative and effective trade-weighted index.
This would also include looking at trade linkages and more recent trade data.
Our current basket consists of the following 14 currencies: AUD, CNY, EUR,
HKD, JPY, MYR, USD, INR, KRW, TWD, GBP, THB, IDR and PHP.

We then use statistical methods (typically regression techniques) to estimate
the weights of these currencies against the weekly average SGDNEER data.
These provide the building blocks for our SGDNEER model, which we then track
and maintain.

Assumptions need to be made about the width (assumed to be +/- 2.0%), and
crawl (we assume that every “slight” increase or reduction refers to a 0.5%
change to the rate of appreciation). These are broadly in line with the
assumptions of other market participants and SGDNEER watchers.

However, given the considerable uncertainty and the fact that MAS can neither
confirm nor deny industry assumptions, periodic recalibrations and reviews of

SGDNEER models are necessary in order for the model to maintain its relevance.

Recalibrating the SGDNEER Model

We have expected some SGDNEER strength as MAS maintains what we
believe to be a 1.5% p.a. crawl. In addition, the SGD remains resilient on
a bilateral basis against its counterparts. However, our old model was
implying a deviation of the mid-point of >2% over an extended period.
While the band could possibly be wider than +/- 2.0%, or MAS could have
tactically allowed SGDNEER to trade out of the band, we decided to
recalibrate our SGDNEER model for relevance and consistency with our
beliefs and assumptions.

Chart 1 provides a comparison of our new vs our old SGDNEER weights. In
summary, the USD-bloc (USD & HKD), CNY and EUR make up 52% of the
basket. Notably, the weights of most Asian currencies save for the CNY,
JPY and THB were adjusted lower.

Chart 1: New vs Old SGDNEER Weights
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The adjusted basket on average implies a SGDNEER that is about -0.2%
closer to the midpoint than our previous basket. It also tracks MAS’
SGDNEER release more closely from 2023 onwards. Specifically, we see

that deviations from MAS’ weekly SGDNEER releases are smaller since 2023.

This could be due to certain undisclosed policy tweaks such as changes to
the weights or the basket.

Chart 2: MAS SGDNEER vs Maybank SGDNEER
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Chart 3: Deviations from MAS SGDNEER
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MAS to Hold in Apr

The new SGDNEER weights should track MAS’ SGDNEER model more closely
moving forward. We expect MAS to hold steady on its policy stance in Apr, and
we think that the risk going forward is MAS may not be able to ease as easily
or quickly as other central banks with interest targeting regimes (see MAS
Chief Economist 6 Mar speech on “Inflation and Monetary Policy”). We think
the SGD remains resilient on both a trade-weighted and bilateral basis and
continue to look for the USD to weaken gradually against the SGD in 2024.
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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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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
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report to the extent permitted by law.
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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.
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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.
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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 IOD 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
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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
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