THINK economic and financial analysis

ING

Snap | 6 August 2019 Singapore

Singapore short term rates drop

3M SIBOR falls - this could be a clue that off-cycle easing is imminent
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Monetary Authority of Singapore (MAS) could be poised to ease

For some time now, we have been touting a view of an off-cycle easing by the MAS. The weak
state of Singapore's export industries, hit by the global tech slump, as well as the trade and tech
war, together with softer global trade, suggested to us that the next MAS move would be to ease
policy. The current policy stance is a 'modest and gradual' appreciation of the SGD Nominal
effective exchange rate (SGD NEER) path. We think this could be revised to flat.

We also have suggested that the MAS would not want to wait until the next scheduled meeting in
October before easing, and that an off-cycle easing was therefore likely. Moreover, we felt that if
this was the case, then the MAS would most likely not want to hang about for too long. As time
ticks on, any delay would mean that before too long, there might be no point in moving off-
cycle and that they could just as well wait until the October meeting. In other words, we felt that
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an easing announcement was imminent.

Short term rates the clue?

With the path of the SGD a part-market, part-MAS outcome, short-term rates play a role, as they
indicate the degree to which the authorities are working to maintain their NEER target. Until
recently, 3M SIBOR has been on an upward path, with discrete upward steps indicating successive
tightenings of liquidity as the MAS worked to maintain the NEER path.

3M SIBOR has just dropped abruptly in the last few days, and the SGD is heading back towards the
midpoint of its projected range. This may well be just the clue we needed to indicate that an
imminent announcement of a shift in policy stance from the MAS is on its way.
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as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.
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Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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