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MAS MPS Preview — Unchanged

Since the October 2018 Monetary Policy Statement (MPS), the global
growth/inflation narrative has continued to soften, perhaps on a steeper
path than previously expected (as the US economy synced lower with
the rest of the global economy into 4Q 18) and necessitating an about
face by pretty much the entire central bank collective (and fueling a
global bond rally).

At this juncture, on a global scale, there is scant compelling evidence of
a clear landing in sight (running through the gamut of coincident and
leading economic activity indicators), although EM space seems to be
holding up slightly better.

On inflation front, global price pressures also turned south abruptly into
the ending months of 2018 on the back of the plunge in crude. However
a salient point to note is that while global headline inflation readings have
slumped, core inflation readings have (understandably) held up relatively
better in aggregate. This has played out across most of Asia (including in
Singapore). The looming caveat is that crude prices bottomed in late
December 2018 and have recouped more than 50% of the abrupt slump
between October-December 2018.

In Singapore’s context, the evolution (moderation, not dislocation) of
growth /inflation indicators since the last MPS we think would invariably
crimp the previous official growth/output gap and inflation (including core)
projections.

However, monetary conditions (interbank rates and NEER progression)
have tightened instead. On the SGD NEER, instead of any macro
outperformance, note also that its resilience in the intervening months
has been partially afforded by the firmer renminbi complex (CFETS RMB
Index), providing a shield against a firming DXY.

Thus, our base case is for the MAS (next Friday, 12 April 2019) to
maintain the slope of the NEER (currently estimated at 1.00% p.a.)
with no change to the width (estimated at +/- 2.00%) of the band nor
the level at which it is centered.

Beyond the April MPS, if the global macro backdrop displays a degree of
stabilization, we’d expect the MAS to explore the prospect of a further
steepening (policy normalization) of the NEER’s slope at the October
MPS.
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in
part to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for the
subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and
economic trends of the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments.
Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to
ensure that the information contained in this publication is not untrue or misleading at the time of publication, we cannot guarantee and we
make no representation as to its accuracy or completeness, and you should not act on it without first independently verifying its contents.
The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate
contained in this report is subject to change without notice. We have not given any consideration to and we have not made any
investigation of the investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly,
no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the
recipient or any class of persons acting on such information or opinion or estimate. This publication may cover a wide range of topics and
is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial planning.
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice
from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives,
financial situation or particular needs before you make a commitment to purchase the investment product. OCBC and/or its related and
affiliated corporations may at any time make markets in the securities/instruments mentioned in this publication and together with their
respective directors and officers, may have or take positions in the securities/instruments mentioned in this publication and may be
engaged in purchasing or selling the same for themselves or their clients, and may also perform or seek to perform broking and other
investment or securities-related services for the corporations whose securities are mentioned in this publication as well as other parties
generally.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate,
distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report,
part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate,
parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation,
guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to
any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in
Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any
jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law,
rule, regulation, guidance or similar (including, without limitation, MiFID I, as implemented in any jurisdiction).
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