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MAS MPC Preview 
17 July 2024 

 

MAS to maintain current S$NEER settings 

MAS policy decision will be announced no later than 31 July 2024. Core CPI 
remains sticky downward at 3.1%YoY and is expected to step down more 
discernibly in Q4-24. We expect MAS to maintain policy status quo again at 
the upcoming July MPC meeting as prevailing appreciating path of the 
S$NEER policy band remains appropriate, given the core CPI profile. Recent 
observation shows S$NEER appears to fluctuate in a range of 1.5%-1.9% 
above model-implied mid. On this note, S$NEER strength may linger and 
only fade at some point this year when core inflation in Singapore start to 
ease in 4Q. Short-end SGD-USD rates differentials are likely to stay deeply 
negative amid a positive S$NEER slope. 
 

Inflation Developments 
 
Core inflation came in at 3.1%YoY in May, staying at the same pace for the 
third straight month. There is no change to official 2024 core inflation 
forecast of 2.5-3.5%. MAS-MTI’s view is for core inflation to stay on a 
gradual moderating trend over the rest of the year and step down more 
discernibly in Q4 2024, as import cost pressures continue to decline and 
tightness in the domestic labour market ease. They also highlighted 2-way 
risks to the inflation outlook. On the upside, “fresh geopolitical shocks, 
extreme weather conditions, and disruptions in transportation worldwide 
may cause global energy and food prices to rise, along with increased 
shipping costs”. Additionally, “a stronger-than-expected labour market 
domestically could result in an increase in wage growth”. On the downside, 
“if the global economy unexpectedly weakens, it could lead to a greater 
reduction in cost and price pressures”.  
 
 
Our House View     
 
We expect MAS to maintain current policy settings – the slope, the mid-
point and bandwidth, as prevailing appreciating path of the S$NEER policy 
band remains appropriate. At this juncture, MAS may still choose to guard 
against upward inflation pressure despite mentioning risks on both sides.  
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Current policy stance remains appropriate; Room for Policy to Ease if Core CPI Decelerates 
 
 

 
Source: Bloomberg, OCBC Research 

 

S$NEER Still Trading on the Strong Side of the Band  
    

 
 
We estimated S$NEER at ~1.87% above our model-implied mid. Recent 
observation shows S$NEER appears to fluctuate in a range of 1.5%-1.9% 
above model-implied mid. On this note, S$NEER strength may linger and 
only fade at some point this year when core inflation in Singapore start to 
ease in 4Q. Historically there is a positive correlation between the change 
in S$NEER and MAS core inflation, i.e. to say if core inflation does ease 
materially, then there is no need for the S$NEER policy to be so tight.  
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S$NEER Continues to Fluctuate in the Range of +1.5% to +1.9% Above Our Model-Implied Mid 

 
Source: OCBC Research 

 
Rates implications  
 
Before USD rates embark on a more sustained and rapid downtrend, a 
positive S$NEER slope likely means short-end SGD-USD rates differentials 
will stay deeply negative – i.e. SGD rates to stay meaningfully below USD 
rates. A positive S$NEER slope per se tends to exert a downward pressure 
on front-end SGD rates through the FX swap dynamics. That said, given 
S$NEER is already elevated at 1.87% above our model-implied mid, 
additional downward pressure on SGD rates upon a status quo decision by 
MAS shall be minimum. We do not expect short-end SGD-USD rates 
differentials to narrow back materially, after the recent widening (as in 
becoming less negative).  
 
SGD rates underperformed USD rates in the recent downward move. In 
either a rising or a falling rates environment SGD rates are likely to stay 
relatively more stable than USD rates. Our medium-term view remains for 
short-end SGD rates to underperform USD rates in a falling rates 
environment, thereby partially normalizing rates differentials. However, 
such SGD rates underperformance may be mild especially if MAS extends 
the current policy settings. On balance, we expect SGD rates to grind lower 
in a gradual manner over the remainder of the year on the back of our lower 
USD rate view, with front-end SGD OIS (3M up to 1Y) moving towards the 
3.15-3.30% area.  
 

1.  %

1.4 %

1.5 %

1.  %

1.7 %

1.8 %

1.9 %

 .  %

  
- 
e
c-
  

 9
- 
e
c-
  

 5
- 
a
n
- 
4

1 
- 
a
n
- 
4

19
- 
a
n
- 
4

  
- 
a
n
- 
4

  
- 
e
b
- 
4

 9
- 
e
b
- 
4

1 
- 
e
b
- 
4

  
- 
e
b
- 
4

 1
-M

a
r-
 4

 8
-M

a
r-
 4

15
-M

a
r-
 4

  
-M

a
r-
 4

 9
-M

a
r-
 4

 5
-A
p
r-
 4

1 
-A
p
r-
 4

19
-A
p
r-
 4

  
-A
p
r-
 4

  
-M

a
y-
 4

1 
-M

a
y-
 4

17
-M

a
y-
 4

 4
-M

a
y-
 4

 1
-M

a
y-
 4

 7
- 
u
n
- 
4

14
- 
u
n
- 
4

 1
- 
u
n
- 
4

 8
- 
u
n
- 
4

% S$NEER deviation from model-implied mid



                   GLOBAL MARKETS RESEARCH 
 
 
 

   4 
 

 

Source: Bloomberg, OCBC Research 

 *as of 12 July 2024 

 
A Recap of Recent Policy Action 
 
The MAS has kept policy status quo since its last tightening in Oct 2022. 
Upcoming MAS decision is expected to be no later than 31 Jul 2024.  
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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 ad is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial 
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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.  n 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  irective    14  5 EU   “Mi   ”  and the EU’s Markets in  inancial  nstruments Regulation        14   “Mi  R”   together referred to as 
“Mi      ” , or any part thereof, as implemented in any jurisdiction. No member of the O B  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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