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FX Insight 

SGD NEER: MAS to Stand Pat; 
Interim +0.5% to +1.5% Range 

 

 

 

 

SGD NEER Stayed on Stronger Side of Policy Band Since Oct 

From Oct 2020 to late Mar 2021, we estimate that SGD NEER largely 

remained range-bound in between 0% to +0.6% above implied policy mid-

point, before breaking out higher from end-Mar. Developments were 

largely in line with our Oct policy preview note published on 6th Oct 2020. 

SGD NEER is last seen around +1.0% above policy mid-point and we 

attribute recent SGD outperformance to a confluence of factors including: 

(i) resilience to rising UST yields, (ii) underlying narrative of global growth 

recovery remaining intact, benefiting procyclical SGD despite worries of 

fourth Covid waves, intermittent lockdowns (e.g., Europe, Philippines), 

(iii) Singapore’s lead in Covid-19 containment and vaccine distribution.  

MAS to Maintain Neutral Bias 

House view is for MAS to maintain current neutral bias, or zero 

appreciation slope at the 14 April meeting (8am), as the recovery remains 

sluggish, with some segments still weighed down by border controls, social 

distancing rules and foreign worker shortages. (See our Macro team’s MAS 

Preview note here). Some caution though, on the inflation risk front. MAS 

could be raising its headline inflation forecast, probably by a full 

percentage point, to +0.5% to +1.5%. A re-centering (to currently +1% 

above mid-point) will help blunt the inflation overshooting risk and cannot 

be ruled out entirely, even as baseline view is still for no change.  

Expect Interim Trading Range of +0.5% to +1.5% for SGD NEER 

If MAS does stand pat, given that the negative output gap is estimated to 

narrow over the course of 2021 and core inflation is expected to creep up 

(but still average below 2%) this year, our Taylor rule estimates suggest 

that SGD NEER is likely to remain supported over the next few quarters. 

Barring significant negative surprises to the global growth outlook (threats 

from new Covid variants etc.), +0.5% to +1.5% above policy mid-point 

could be a potential trading range for the SGD NEER before the next policy 

meeting in Oct. Our end-2021 USDSGD, 3M SIBOR forecasts are at 1.31, 

0.45% respectively.. 
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SGD NEER Range-bound Since Oct Meeting, Broke Out in End-Mar 

Following the “double” easing move (slope and level) at end March 2020, 

MAS expectedly stood pat in Oct 2020, maintaining a zero percent per 

annum rate of appreciation of the policy band. The width of the policy 

band and the level at which it is centred were also unchanged. 

From Oct 2020 to late Mar 2021, we estimate that SGD NEER largely 

remained range-bound in between 0% to +0.6% above implied policy mid-

point, before breaking out higher from end-Mar. Developments were 

largely in line with our Oct policy preview note published on 6th Oct 2020 

(see here), where we assessed that SGD NEER was likely to “remain on the 

stronger side of the policy band in the interim”. 

Recent SGD NEER Developments 

 

Source: Bloomberg, Maybank FX Research & Strategy Estimates 
 

We note that the implied policy mid-point (i.e., red line in chart above) 

has resisted multiple down-moves in recent months, and could 

continue to be a strong support for SGD NEER moves in 2021, especially 

as house view is for MAS to stand pat in the upcoming mid-Apr policy 

meeting.  

From the chart above, we see that the 0% to +0.6% trading range was 

relatively sticky, and was only decisively violated towards end-Mar.  

 From mid-Oct 2020 to late Mar 2021, SGD NEER was relatively 

stable as SGD losses vs. AUD and GBP were offset by SGD gains vs. 

regional FX and JPY. (See chart on following page, orange bars)  

 From end-Mar to early Apr 2021, SGD NEER headed higher, 

breaching the +1.0% (above policy mid-point) handle, as SGD saw 

broad-based gains against most FX, except for KRW and EUR (see 

red bars). 

 

 

 

121

122

123

124

125

126

127

128

129

130

J
a
n
 1

8

M
a
r 

1
8

M
a
y
 1

8

J
u
l 
1
8

S
e
p
 1

8

N
o
v
 1

8

J
a
n
 1

9

M
a
r 

1
9

M
a
y
 1

9

J
u
l 
1
9

S
e
p
 1

9

N
o
v
 1

9

J
a
n
 2

0

M
a
r 

2
0

M
a
y
 2

0

J
u
l 
2
0

S
e
p
 2

0

N
o
v
 2

0

J
a
n
 2

1

M
a
r 

2
1

SGD NEER Implied Policy Mid Upper Band Lower Band

- SGD is +1.0% from the implied mid-point of 1.3550 (as of 7 Apr 2021).
- Slope is flat post-Mar 2020 policy shift.

https://factsetpdf.maybank-ke.com/PDF/195206_MACRO__be68878e7c62457bb7c7711a20440ebe.pdf?
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Latest Step-up in SGD NEER from Late Mar was Supported by Broad-

based Gains Against Most FX 

 

Source: Bloomberg, Maybank FX Research & Strategy Estimates 
 

The outperformance of the SGD recently could be attributed to a few 

factors: 

 SGD was more resilient to rising UST yields compared to yield-

sensitive currencies such as the JPY, IDR. We had shown this in 

our prior insight piece on 5th Mar (see here). 

 Commodity-linked FX such as AUD and MYR, tourism-dependent 

FX such as THB etc., were modestly impacted by worries of fourth 

Covid waves, intermittent lockdowns (e.g., Europe, Philippines) 

and likely delays in tourism flow recovery. On the other hand, 

these pockets of concerns were insufficient to derail the global 

growth and trade recovery narrative, especially with most PMI 

Mfg readings continuing to be robust in recent months. 

Sentiments in procyclical FX such as SGD remained benign on 

net.  

 Lead in Covid containment and vaccine distribution. 

Vaccination pace in Singapore is among fastest in the region, with 

around 18.4% of the population having received at least 1 vaccine 

dose as of writing. Key development in Mar is that authorities 

further eased default WFH requirements for firms, reflecting 

progress in normalization of economic activities. Up to 75% of 

staff who are able to work from home will be allowed to return 

to office at any one time starting Apr 5, from a cap of 50% now.  
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MAS Likely to Stand Pat in Mid-Apr Meeting 

Our economist team’s baseline view is for MAS to maintain the current 

neutral bias, or zero appreciation slope at the April meeting, as the 

recovery remains sluggish, with some segments still weighed down by 

border controls, social distancing rules and foreign worker shortages. (See 

MAS Preview macro note here).  

The team cautions though, that there are some inflationary risks to watch 

out for. The MAS could be raising its headline inflation forecast, probably 

by a full percentage point, to +0.5% to +1.5% (from -0.5% to +0.5%). 

Inflation is picking up, with both headline CPI (+0.7%) and core CPI (+0.2%) 

rising to a 13-month high in February. A re-centering (to currently +1% 

above mid-point) will help blunt the inflation overshooting risk and cannot 

be ruled out entirely, but baseline view is still for no change to policy 

settings this round.  

Comparing historical MAS policy decisions, we also note that after shifting 

to a flat slope in 2001, 2008 and 2016, MAS has maintained zero percent 

appreciation for a minimum of 6 quarters. Assuming 6 quarters or more of 

neutral policy bias post the shift to flat slope in Mar 2020, the earliest date 

of a potential policy slope change could be in 4Q 2021.  

Historical MAS Decisions Indicate Some Patience After Shifting to “Flat 

Slope” Policy Stance 

Start of “Flat Slope” 

Easing Cycle 

No. of Qtrs Flat 

Slope Maintained 

12 Jul 2001 11 

10 Oct 2008 6 

14 Apr 2016 8 

Source: Maybank FX Research & Strategy Estimates 
Our economist team also attributes a non-negligible probability of about 

30% that the MAS may tighten at the October 2021 meeting if inflation 

overshoots, shifting to a “slightly” gradual and modest appreciation stance. 

The MAS may not be as tolerant as the Fed, and will likely not allow 

inflation to stay above 2% for an extended period. 

 

SGD NEER Could See +0.5% to +1.5% Trading Range from Now till Oct 

Policy Meeting 

For a more explicit forecast trajectory for SGD NEER, we turn to our Taylor 

rule model. Given that the negative output gap is estimated to narrow 

over the course of 2021 and core inflation is expected to creep up (but 

still average below 2%) this year, our Taylor rule estimates (dotted orange 

lines in chart on next page) suggest that SGD NEER is likely to remain 

supported over the next few quarters.  

 

 

 

 

https://mkefactsettd.maybank-ke.com/FACTSETPARTNERS_TD_TRACK/external/download?q=2a91dda5657c9f5fc3a3d762d05f4df477ee10febKSVT04pV4Baf5FlzLzBcTgOnPr_BPMnHINEjMvAZWl9P9zZgPQYm7cVemSV1ENSByz64pwBd2nQ7PNSO7tyRC73zuxVrBT7QdhgxDid-TuLNkVW6QM4Qku4K9GpTTirLtYvkJFqPUDI5lJB_rNAUEyJf2RJTxVrOWLK0TD6iGCE9pLm8TWqbw5-5Q6bWZ-G25L4g5PKHQx0LAb7ypuctEw%2C%2C
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Taylor Rule Derived Estimates Suggest Mild Upward Pressures on SGD 

NEER Over Next Few Quarters 

 

Source: Maybank FX Research & Strategy Estimates 

 

Some key downside risks to SGD at this point include runaway UST 

yields and renewed surges in Covid contagion globally.  In particular, we 

note risks associated with new Covid variants. Among the more than 4000 

variants detected worldwide, most are considered to have minimal 

incremental risks.  But recently, a few variants have led to some unease 

because the mutations are around the area of the spike protein, the part 

targeted by most vaccines. If these variants catch on, current vaccines 

could potentially be rendered less effective. We may see more dollar 

upsides on risk aversion flows, and procyclical FX such as SGD could see 

sentiments dampen more significantly. 

But barring significant negative surprises on these fronts, +0.5% to +1.5% 

above implied policy mid-point could be a potential trading range for 

the SGD NEER before the next policy meeting in Oct. 

Concomitantly, our end-2021 USDSGD forecast is at 1.31.  

 

SGD NEER & FX Swaps 

Given our expectations of a continued flat policy slope and positive trading 

range for SGD NEER, the 3M USDSGD FX Swap—which also represents the 

differential between 3M SG-US rates—is likely be negligible or even mildly 

negative in the interim, i.e., no large SG rate premiums over US rates. 

(See broad negative relationship between SGD NEER & rate differentials 

in chart below). 

In this case, if short-end US rates remain low—consensus forecasts for Fed 

policy rate to remain near zero through 2021 and most of 2022—SG short-

term rates are unlikely to see upward pressures anytime soon as well. 

House view of 3M SIBOR for end-2021 is at 0.45% and financial conditions 

are likely to remain largely accommodative in the quarters ahead. 
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3M USDSGD FX Swap Unlikely to See Significant Upsides in Interim  

 

Source: Bloomberg, Maybank FX Research & Strategy Estimates 
Note: Data is from 2015 till latest, in weekly frequency. 
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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, “MKE”) and consequently no representation is made as to the accuracy or completeness of this report by MKE and it should not be relied upon as such. 
Accordingly, MKE 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. MKE 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. 

MKE 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 soli cit 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 MKE may be a director of the issue rs of the securities mentioned in this report to the extent 
permitted by law.  

This report is prepared for the use of MKE’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 MKE and MKE 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 addit ional 
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 Kim Eng Research Pte. Ltd. (“Maybank KERPL”) in Singapore has no 
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL 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 def ined under Section 4A of the Singapore 
Securities and Futures Act), Maybank KERPL 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 Kim Eng Securities (Thailand) 
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) 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 MBKET Institutional and Retail Research departments may differ in 
either recommendation or target price, or both.  MBKET reserves the rights to disseminate MBKET 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 MBKET 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 (“IOD”) 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. MBKET 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. Tha ipat 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 o f 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, MBKET does not confirm, verify, or certify the accuracy and completeness of the assessment result. 

US 
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 Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), 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 Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE 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 Maybank KESUSA is permit ted 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: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor,  New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report. 
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Disclosure of Interest 

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may have 
assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to those 
companies. 
 
Singapore: As of 8 April 2021, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report. 
 
Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors 
should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected parties and/or employees may from time to time have interests 
and/or underwriting commitments in the securities mentioned in this report. 
 
Hong Kong: As of 8 April 2021, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.  
 
India: As of 8 April 2021, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst or their associate / relative does not hold  
any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.  

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits fr om the subject companies or third party in connection with the 
research report on any account what so ever except as otherwise disclosed in the research report.  

 

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the entities 
mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a related 
investment and may receive compensation for the services provided from the companies covered in this report.  
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Analyst Certification of Independence 

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report. 

Reminder 

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming 
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest 
and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference iss uer. Any investor interested in purchasing a structured product 
should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in mak ing such a purchase. 

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE. 

 
  

UK 
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational 
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