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MAS Watch: Neither Suspense nor Suspension (of SSNEER Appreciation)

"Do not confuse motion and progress.” — Alfred A. Montapert

In a Nutshell: Despite emphatic dis-inflation, the bar for imminent easing is remarkably high. In fact, a move by the
MAS may be suboptimal. Not just because the dis-inflation may be exaggerated in depth and durability. Rather, it
is also in the context of resilient growth surpassing expectations and hence, averting worst-case fears of tariff-
induced adverse demand shocks. What's more, pre-emptive “insurance” easing from earlier also means that despite
lingering geo-economic uncertainties (and downside risks to growth), the MAS can comfortably wait and assess. More
so0, as a relatively rich S$NEER provides in-built scope for loosening within current policy settings. Above all,
conceivable and judiciously managed — hence, eliminating S$NEER mid-point shift lower — easing that entails a
suspension of SSNEER appreciation will likely require negative output gap. So, the MAS’s optimal stance is a hold.
A slightly softer (albeit still rich) SSNEER means that dovish/hawkish cues in the rhetoric may nudge S$NEER (and
SGD) lower/higher. But only marginally so by 20-40bp. Bias is to buy S$NEER dips.

MAS Policy: After the "slightly" Reduced SSNEERS Slope From Jan & Apr 2025. To be sure, SSNEER Remains
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e No Suspense, Just Hold: There is little suspense associated with the MAS meeting ahead (14" October) amid

widely anticipated hold.

e Infact, Any Move May be Sub-Optimal : The MAS has no need to move on obvious premise that “policy (settings

that remain) appropriate”. In fact, any policy moves may not be progress. And instead, may be suboptimal.
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Disinflation Provides Scope to Ease: Granted that sustained and significant dis-inflation, in principle, provides

incremental scope for more easing.

Given Exceptionally Soft Inflation: Ostensibly even more so as inflation run-rate is well below the MAS’ 2025

projection (of 0.5%-1.5%), which in itself is below the 1-2% longer-term trend.

(En-)Core (Easing?): In fact, with core inflation plunging below 0.5% (Aug: 0.3% YoY; 3M Avg: 0.4%), and looking

like it could fleetingly flirt with deflation, it may be tempting to argue for “encore” (more!) follow-up easing.

But Disinflation Alone Not Decisive Cause: But convincing as it is at first glance though, dis-inflation alone merely

creates (pre-)conditions, not decisive cause, for further easing.

& Not Just Because of Distortions: And not just because of distortions — from favourable (inflation-compressing)

base effects and SG60 discounts/fiscal subsidies — that exaggerate disinflation.

Instead, Sufficient “Insurance” Lifts the Bar: Fact is, front-loaded, pre-emptive easing, raises the bar for the MAS

to ease. More so, as dynamic adjustments within SSNEER* policy negate the need for over-calibration.

Accentuated by Rich SSNEER: Pointedly, a rich S$NEER, with abundant scope for easing within current policy

parameters, diminishes the need for more/excessive “insurance” easing. And instead counsels a balanced
hold.

Moreover, Growth is Resilient Despite Uncertainty: Moreover, despite elevated geoeconomic uncertainty

(around potential tariff trade shocks) growth is surprisingly, yet compellingly, resilient.

Adverse Demand Shock is the Bar to Clear: The critical point being, there are no attendant threat if adverse

demand shocks with accompanying deflationary impulses that could prompt emphatic easing.

Whereas Flat SSNEER Warrants Negative Output Gap: Especially given further conceivable easing is likely to

entail a suspension of SSNEER appreciation bias (flattening the SSNEER slope), is typically only warranted
if the output gap turns negative (sub-trend growth outcomes).

No Suspension, At Least Not Urgently: And given that Singapore’s economy has surpassed earlier growth

projections, the MAS has no case for the suspension of SSNEER of SSNEER appreciation bias. Certainly not
urgently anyway.
Two-Way SGD/S$NEER Risks on Guidance: Given that the SSNEER has slipped marginally despite being rich,

modest two-way risks in SGD emerges, sensitive to the dovish/hawkish hues imbued in rhetoric/guidance

underpinning the hold.

But Modest Flex Either Way: To be sure, any “hawkish” MAS reference to growth resilience or lingering

inflation risks could fire up 20-40bps boost to SSNEER whereas dovish allusions may nudge S$SNEER 10-

30bp lower. Either way, only modest response to a steady MAS.

* Trade-weighted SGD (nominal effective) exchange rate
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Underlying (Core & Ex-Private Transport) Inflation has Cooled
Substantially Along with Easing Headline CPI.
But No Cause, Despite Scope, for Imminent Easing.

Singapore Inflation: Sharp CPI Drop Below the MAS' 0.5%-1.5%
Projection, and Longer-Term 1-2% are Square with Scope to Ease. But is
Arguably Not a Decisive Trigger to Suspend SSNEER Slope/Appreciation.
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MARKET COMMENTARY DISCLAIMER
THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accordance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. It is intended for
informational purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters
arising from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (“MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the
Monetary Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK?”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at
12/F, K11 Atelier, 18 Salisbury Road, Tsim Sha Tsui, Kowloon, Hong Kong, Mizuho Bank, Ltd., Sydney Branch, an authorised deposit-taking institution regulated by the Australian
Prudential Regulation Authority and holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong
Securities and Futures Commission and/or Mizuho Securities (Singapore) Pte. Ltd. (‘MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by
the MAS, as the case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of
any client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to
any securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources
believed by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete and Mizuho has not independently
verified such information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as
strictly confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons
without the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws
and regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or
derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its
connected companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with
Mizuho's trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment and the suitability of an investment in
their particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole
responsibility of the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN
RELATION TO SUCH CONTENTS. THIS DOCUMENT IS NOT INTENDED TO CONSTITUTE ANY INVESTMENT, LEGAL, FINANCIAL, BUSINESS, ACCOUNTING, TAXATION OR
OTHER ADVICE. IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU SHOULD SEEK PROFESSIONAL ADVICE FROM YOUR RELEVANT ADVISERS
ABOUT YOUR PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR OWN INVESTMENT CHOICES.

This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes
should inform themselves about and observe such restrictions.

COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia

(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other
classes of persons/investors in Australia. In Australia, Mizuho Bank, Ltd. Sydney Branch (“MBSQO”) is an authorised deposit-taking institution regulated by the Australian Prudential
Regulation Authority in accordance with the Banking Act 1959 (Cth), and holds an Australian financial services licence number 231240 (AFSL). Mizuho Securities Asia Limited (ABRN
603425912) and Mizuho Securities (Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL
under the ASIC Corporations (Repeal and Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is
licensed by the Monetary Authority of Singapore under Singapore laws, which laws differ from Australian laws respectively.

Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as
an implicit or explicit offering that intends to place, issue, negotiate or trade securities transmitted by any means to the public or to certain groups. This document will not be disclosed to
groups of more than 50 investors.
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Guatemala: This document does not constitute an offering under the rules of the Ley del Mercado de Valores y Mercancias (Stock Exchange Act, Decree 34-96 of the Congress of the
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