4 August 2021

Expect a modest upside in the USD/SGD going forward


The latest virus resurgence in Singapore has weighed on the Singapore dollar (SGD)



Concurrently, the Singapore Dollar Nominal Effective Exchange Rate (S$NEER) has dipped below its policy midpoint



We expect the USD/SGD to strengthen towards 1.38 by end-2021

The latest surge in COVID-19 community cases in Singapore has taken a toll on the SGD in July 2021. Not only did
USD/SGD jump to an 8-month high from about 1.3450 at the start of July to 1.3693 on 20 July 2021, the Singapore
Dollar Nominal Effective Exchange Rate (S$NEER) has also dipped below its midpoint – a level which S$NEER has
largely stayed above at since last March.
Notwithstanding the latest setback, Singapore’s reopening plans are delayed but not derailed, especially when its
vaccination rate is expected to increase to 80% (from 62% as at 1 August) of the population by September 2021. As
such, we maintain our outlook of a strong 6.5% recovery in GDP this year.
With the country’s economic fundamentals still going strong, the underperformance of the S$NEER may be shortlived. Meanwhile, a hawkish shift by the US Federal Reserve to hike interest rates by 2023 has spurred a broadbased US dollar (USD) recovery since mid-June this year. Overall, we keep to a view of modest weakness in the
SGD against the strengthening USD. Our updated USD/SGD forecasts are at 1.37 in 3Q21, 1.38 in 4Q21 and 1.39
in both 1Q and 2Q22.
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Source: Bloomberg. Data as at 31 July 2021.
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