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MAS MPS - Potential implications of an unchanged slope

This morning, in line with prior expectations, the MAS maintained the
slope (currently estimated at 1.00% p.a.) of the NEER with no change to
its width (estimated at +/- 2.00%) and the level at which it is centered.

Not surprisingly, given that the last policy statement was in October 2018
(initial forecasts for 2019 variables: GDP in Nov 2018, CPI-All Items in
Feb 2019, core inflation at the Oct 2018 MPS), we would not impute too
much negativity to the downgraded official growth/inflation prognosis in
today’s statement (please see: Singapore Outlook — S’pore’s 1Q19
growth slowed and MAS on hold, 12 Apr 2019).

Meanwhile, note that the official view on the domestic labor market (and
unit labor costs) remains one of relative resilience despite the negative
drag from exogenous factors on GDP growth and inflation. MAS has not
thrown in the towel in terms of positivity (in line with several of its
regional peers). Similar to the October 2018 MPS, structural policy
normalization we think has not reached its terminal point and today’s
decision to remain static may merely represent a pause p[ending the
global date feed.

This has implications for the relative resilience of the SGD NEER. Firstly,
this may imply little inclination to depreciate from a levels perspective.
Secondly, softer prospects for the output gap imply potential for the SGD
NEER to drift lower relative to its perceived parity in the coming months.
From current deviation levels (+1.70% above parity), we see scope for
some drift lower towards the +1.0% neighborhood in the next 6 months.

With regards to SGD forward points, this would also imply little inclination
to shift right significantly on the back of today’s MPS. At the back-end
(10y), rate differentials with the US would also continue to remain more a
function of US rates.
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This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in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 “MIiFID 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 II, as implemented in any jurisdiction).
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