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MNI POV: Wait and See 

 

Singapore’s Central Bank is expected to keep policy settings on hold at the its semi-annual meeting, but signal 

that tightening could be on the cards for next year. 14 out of 15 analysts surveyed in a Bloomberg survey expect 

the Bank to keep the currency band unchanged, but to signal a hawkish outlook, while one respondent expect the 

MAS to raise the slop of the currency band by 0.5% from the current zero appreciation level.  

SGD strengthened against the greenback through the pandemic, finishing 2020 2.15% stronger even after a jump 

higher at the onset of the crisis. However the currency has fallen around 2.5% against USD in 2021. At the start of 

the pandemic the MAS took steps in an emergency meeting to lower the band’s mid-point, a move that hasn’t 

been reversed. 
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The argument to increase the currency band revolves around inflation, core inflaton is near the long term average 

and hovering around the highest levels since 2019. If the currency band were to be lifted it could increase 

household purchasing power and attract investment. 

While rising inflation risks from supply chain disruptions and soaring energy prices do pose risks to the outlook, 

but a resurgence in COVID-19 cases which led to renewed lockdown measures in September means that the 

priority for the Central Bank is likely to be safeguarding a still uneven recovery as evidenced by an uncertain 

employment situation. This will also allow time for the MAS to assess the fall out of any FOMC action in the 

interim. 

The advance Q3 GDP print will be released on the same day as the policy announcement and will allow markets to 

gauge how far the economy has to go to get on the pre-pandemic growth path and assess the impact of the latest 

wave of coronavirus infections. The government expects GDP to grow 6%-7% in 2021 after a contraction of 5.4% 

in 2020, analyst consensus is for 6.5% growth. The Q3 advance figure is expected at 6.6% after 14.7% in Q2, 

indicating that the recovery has been dented but not derailed. 

The manufacturing sector has recovered well since the pandemic as global demand for electronics has soared, but 

the services and tourism sectors have remained subdued due to Singapore’s cautious reopening plans. The advent 

of travel lanes in October with additional countries to be added down the line is expected to kick start these 

sectors. 

Markets will scrutinize the statement for comments on the global inflation picture, while MAS’s demand outlook 

will also be of interest to see if the Central expects exports, the main driver of the domestic recovery, will remain 

robust in the coming months. 

The MAS will also update its inflation forecasts, in the most recent projections MOS forecasted core inflation to 

average 0%-1% in 2021, headline inflation predicted at 1%-2%. 
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Fig.1: Singapore core CPI v unemployment (note unemployment figures pre-2020 not comparable). 

 

 

 

 

Sell Side Previews 

 

UOB: Since the start of 2021, global economic fundamentals have painted a rosy picture into the second half of 

the year. In Singapore, high-frequency macroeconomic data has suggested an improving economic outlook, as 

seen from nine consecutive reading of expansion in NODX and industrial production. In the upcoming Monetary 

Authority of Singapore (MAS) policy announcement, we note that policymakers will likely consider the improving 

global economic backdrop, benign inflation risks and rising uncertainties surrounding COVID-19. We expect that 

authorities will not normalise monetary policy for now, but instead, keep policy parameters unchanged. Beyond 

keeping its policy parameters unchanged in October 2021, we expect policymakers to highlight the improving GDP 

growth prognosis for the rest of 2021, while paying heed to the magnified COVID-19 risks observed in Singapore 

and the region. Should the MAS adopt a relatively positive rhetoric for the rest of 2021, it could mean a 

heightened possibility for policymakers to inject a symbolic appreciation (estimated at 0.5%) to its SGD NEER 

gradient in April 2022. 

TD Securities: We expect the Monetary Authority of Singapore (MAS) to leave its policy settings unchanged at its 

policy review, likely on Thursday 14 October; we look for no change in the slope, mid-point and width of the SGD 

NEER band. While economic growth this year remains on track to finish in the Government's forecast range of 6-



 
 

4 | P a g e  
Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

 

 

7% (TD: 6.7%), the deterioration in the domestic health situation is a concern for the authorities. COVID cases are 

rising sharply even as Singapore has one of the highest complete vaccination coverage globally (>80%) which has 

prompted authorities to impose tougher social distancing measures. The tighter measures could lead to a dent in 

business confidence and further weigh on the recovery of the consumer-facing sectors in the near-term. Thus, 

MAS is likely to take a cautious approach and leave policy unchanged for now. However, we could expect MAS to 

sound more hawkish to prepare markets for a possible tightening at the April 2022 meeting, with economic 

growth likely to remain robust in 2022 and core inflation pressures gradually building. 

DBS: Conditions are in place for Monetary Authority of Singapore to normalize monetary policy next week by 

raising the slope of its currency band, according to DBS. MAS will probably seek a 0.5% a year appreciation of the 

currency from zero currently, while keeping the midpoint and width of the band unchanged in its Oct. 14 review, 

senior FX strategist Philip Wee writes in note. Although Singapore is learning to live with the pandemic, there is 

no reason to do the same with inflation. Normalizing monetary policy will be consistent with global trends. – 

Summarised by Bloomberg 

Maybank: We expect the MAS to maintain the current neutral bias, or zero appreciation slope at the October 

meeting. We are not expecting any change in the level, slope or width of the S$NEER band. MAS will remain on 

hold as the economic outlook remains cloudy, with several services segments struggling under social distancing 

rules and construction facing foreign worker shortages. MAS will likely normalize policy in April 2022 when the 

economy is on a stronger footing and closer to being fully reopened. Both services and construction remain below 

pre-pandemic levels, while manufacturing is well above. Core inflation is rising at the fastest pace since mid-2019 

on the back of higher food and energy prices, but price pressures are contained by an uneven labour market 

recovery and heightened measure. 

 

 

 
 

 


