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October MAS MPS Post-view 
 

 This morning, the MAS kept the slope, width and centre of the SGD 
NEER policy band unchanged in its Monetary Policy Statement (MPS). 
This is in-line with our view as set out in the Preview (see FX Viewpoint: 
SGD NEER and the Oct MAS MPS Preview, 2 October).  
 

 The premise of our view is that although the macro outlook is still soft, it 
is definitely on the mend, leaving the MAS with little need to step up 
monetary accommodation at a time when fiscal policy is the primary 
support mechanism. The MPS this morning revealed as much. 

 
Macro outlook: Guarded optimism 

 
 On the growth front, the messaging is somewhat mixed. The MAS 

acknowledged the bounce in economic activity in Q3 2020, implying that 
Q2 2020 is likely the trough in this episode. Nevertheless, the bounce was 
attributed to the resumption of activity after the local circuit breaker 
measures and the global departure from lockdowns.  
 

 The inherent guardedness comes through when guiding for the growth 
trajectory ahead. The usual litany of downside risks were listed – course 
of the pandemic, extent of future fiscal policy support and Sino-US issues 
– before acknowledging that “sequential growth in the Singapore 
economy is expected to slow in Q4”. The negative output gap is also 
expected to narrow “by the end of next year”. This is perhaps somewhat 
more downbeat than our own estimates on the output gap, which we 
expect to close by Q3 2020.   

 
 Some concern should be placed in the labour sector, where the resident 

unemployment rate is expected to be “elevated”, and the “accumulated 
slack in the labour market” is expected to dampen wage growth. This 
translates to domestic cost pressures staying subdued.   
 

 Overall, the MAS expect “above-trend growth” in 2021, with core 
inflation and headline inflation expected between 0.0 to 1.0%, and -0.5% 
to 0.5% respectively. Our house view call for 2021 growth at 4-6% yoy.  

 
Looking forward: Unchanged SGD NEER policy baseline scenario for 2021  
 
 Going forward, we do not expect the MAS to be on a preset path, 

especially when the recovery trajectory is mostly dependent on the 
course of the pandemic. Our baseline expectation is for the policy 
parameters to remain unchanged in 2021, and for the SGD NEER 
trajectory to persist in its now-familiar range just above the perceived 
parity level in the immediate horizon. This scenario should hold so long 
as the status quo in the pandemic situation (that is, domestic situation 
contained, sporadic localized second wave outbreaks in other countries, 
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and vaccine in development) persists.  
 

 A move in either direction by the MAS in 2021 is a much lower 
probability event. A tightening move perhaps has a marginally higher 
probability, especially in October 2021. A historical parallel is the late-
2009 to 2010 period, where we recovered quickly from the 2008/09 
financial crisis. The MAS was quick to shift to a tightening bias in April 
2010. A similar reaction should not completely be written off, although 
that would depend on the pace of recovery in the coming quarters.   

 
 Further easing by the MAS should not be dismissed outright as well, 

although the bar to this is considerably high. This would require a 
material worsening of the pandemic situation locally and globally, and 
also some signal that fiscal policy has been / will be insufficient to provide 
support. This is perhaps inconsistent with the current messaging. Overall, 
we keep a close watch on the time-path of SGD NEER as a precursor to 
the next move by the MAS.      

 
 In the immediate horizon, the +0.50% above parity mark for the SGD 

NEER is where we keep a close watch. Spikes towards +0.80% are perhaps 
an opportunity to fade the basket, unless they are accompanied by a 
material shift in the domestic outlook. With the SGD NEER still expected 
to be anchored, the USD-SGD will remain beholden to global cues and 
broad USD movements. Given that we expect the broad USD to stay 
supported ahead of the US elections, and the USD-CNY having arrested its 
downward slide after PBOC’s actions early week, this should imply that 
the near term bottom in the USD-SGD is probably in place.  
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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 t rends 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 Bank, its related companies, their respective directors and/or employees (collectively “Related Pers ons”) may or 
might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in 

such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related 
Persons may also be related to, and receive fees from, providers of such investment products. 

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 II, as implemented in any jurisdiction). 
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