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The Monetary Authority of Singapore (MAS)
slightly increased the slope of the SGD NEER
policy band today, in line with our
expectations. We were also correct that this
year’s core inflation forecast would be revised
Philip Wee to 1.5-2.5% from 1.0-2.0% previously. Together,
Senior FX Strategist the central bank has positioned its exchange
’ rate policy to balance the immediate imported
inflation risks from the Middle East oil shock
over the next few quarters, amid expectations
for the positive output gap to narrow and
average around 0% over the course of the year,
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the economy from energy supply disruptions,
the MAS would want to maintain policy
flexibility, backed by its readiness to curb
excessive volatility in the SGD NEER, alongside
its decision not to adjust the centre or the width
of the band. According to our model, the SGD
NEER has averaged 1.7% above the band’s mid-
point after Operation Epic Fury. The latest slope
adjustment should allow the SGD NEER to
increase faster year-on-year (yoy) with the new
inflation forecasts. As for USD/SGD, it remains
tied to the DXY Index as a price taker (see FX
Quarterly 1Q 26: The USD’s war-driven_haven

trap).

SGD NEER has been anchoring inflation
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Higher inflation outlook

The MAS’s decision to slightly steepen the
appreciation of the SGD NEER policy band came
amid expectations of higher inflation in 2026
than  previously envisaged. Singapore’s
imported cost pressures have increased due to
the Iran-centred Middle East conflict. As a price
taker, the city-state will need to absorb the
price spikes across energy and fertilisers, dealt
by a fresh supply shock caused by disruptions in

the Strait of Hormuz since late-February.

The two-week ceasefire between the US, Israel,
and Iran from April 8 offers some relief, but the
truce is fragile, with the US military blocking
Iranian marine traffic in Hormuz starting April
13. A permanent resolution remains highly
uncertain. Even if Hormuz reopens, marine
traffic is unlikely to return swiftly to pre-war
levels due to weak confidence in safe passage
through the chokepoint. Combined with time
required to repair damaged energy
infrastructure in the Gulf, prices of energy and
other affected items will likely remain elevated

for some time.

A likely pick-up in import price pressures
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We raise our Singapore core and headline
inflation forecasts for 2026 to 2.0% and 2.2%,
respectively (from 1.6% and 1.5%), aligned
with the MAS’s upwardly revised projections.
We expect core and headline inflation to rise
further and breach 2.0% yoy in 3Q26, from their
respective averages of 1.2% yoy and 1.3% yoy in
January-February 2026, after edging up since
4Q25 from a period of weakness. The inflation
increase is nascent and faces broadening upside
risks.
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Rising energy prices are translating to higher
delivery, logistics, and electricity & gas costs
domestically, which businesses have the
potential to pass on to consumers in the coming
months, amid mounting margin pressures.
Travel-related services inflation also faces
upside pressure due to soaring jet fuel prices.
While global food price pressures remain
relatively contained currently, the concern is
that higher fertiliser costs resulting from the
Middle East supply shock could translate into
increased agricultural prices, with lower crop
yields exerting upside pressure on both global
and Singapore’s food inflation with a lag.

Growth resilience is tested by Iran war shock

The MAS’s decision also came amid still-
resilient near-term economic growth dynamics,
but with significant downside uncertainties in
the coming quarters. Singapore’s economy
entered 2026 on a firm footing, reflected in
resilient real GDP growth of 4.6% yoy and -0.3%
goq sa in 1Q26 (but slower than 5.7% yoy and
1.3% goq sa in 4Q25), according to MTI’s
advance estimates. We expect this resilience to
be tested as the year progresses, with the highly
open economy facing renewed geopolitical
shocks. We maintain our 2026 real GDP growth
forecast at 2.8%, but see downside external
risks.

Real GDP growth by sectors
1025 2Q25 3Q25  4Q25 | 2025 1Q26*

% YoY
Overall GDP 4.5 5.4 4.5 5.7 5.0 4.6
Manufacturing 8.6 10.5 4.6 11.4 8.7 5.0
Construction 4.2 6.6 5.6 4.6 5.2 9.0
Services 3.5 4.5 4.3 4.8 4.3 4.7
% QoQ sa
Overall GDP 0.6 1.8 1.9 1.3 5.0 -0.3
Manufacturing 0.6 1.2 4.5 4.5 8.7 -4.9
Construction -0.8 4.8 0.6 0.2 5.2 3.7
Services 0.7 1.9 1.2 1.0 4.3 0.6

Source: MTI, CEIC, DBS. *: Advance estimate

Growth in Singapore’s trade-related sectors
remained supported by global artificial
intelligence (Al) tailwinds in 1Q26, which we
expect to sustain in the coming months.
However, performance has normalised and will
be uneven due to external challenges from
Middle East disruptions, alongside lingering

tariff headwinds.

The electronics cluster will drive performance
of manufacturing and ‘wholesale & retail trade
and transportation & storage’, which expanded
by 5.0% yoy and 6.7% yoy, respectively, in 1Q26
(compared with 11.4% yoy and 6.8% yoy in
4Q25). The global Al investment boom will likely
support external demand for Al-related
electronics exports, including Singapore’s
memory chips and server products.

Although the Al and electronics cycle is not fully
insulated from Middle East disruptions due to
reliance on helium, in which Qatar is a major
global supplier, other energy-intensive
segments such as the petrochemical cluster
face greater production challenges stemming
from the Iran war-induced naphtha feedstock
supply crunch. External demand and business
spending could also soften amid rising energy
and raw material costs amid squeezed profit
margins. Non-technology trade segments also
face downside pressures from the lingering and

lagged impact of US tariffs.

Nonetheless, the modern services cluster
(comprising finance & insurance, information &
communications, and professional services)
grew at a faster pace of 3.9% yoy in 1Q26,
extending the expansion of 3.7% yoy in 4Q25.
We expect the resilient dynamics and tailwinds
driving modern services activities to remain
intact, supporting overall economic growth.
These include (1) accommodative financial
conditions from low domestic interest rates and

gsDBS

Page 3



Singapore: Steeper SGD policy band slope for inflation defence

April 14,2026

improved trading activity partly aided by the
MAS’s equity market reform measures and safe
haven support amid increased volatility, (2)
strong Al digitalisation efforts, as well as (3)
continued interest in Singapore’s trusted
business hub.

Trade-related sectors normalised somewhat;
resilient modern services & strong construction
= Manufacturing

o yoy — Wholesale & Retail Trade; Transport & Storage
= Modern Services
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The domestic construction sector remains an
outperformer, with growth of 9.0% yoy in 1Q26,
the highest since 4Q23. The ongoing multi-year
boom, underpinned by sustained construction
demand amid a steady pipeline of public
investment and housing, will support growth,
notwithstanding likely challenges from higher
construction input costs.

Overall, our Singapore growth expectations
appear aligned with the MAS’s view for GDP
growth to slow over the course of 2026.
Reflecting this, the central bank expects the
output gap to average around 0% in 2026,
downgrading from a positive output gap for this
year as a whole in its January assessment.
Singapore’s economy is confronting Middle East
uncertainties from a relatively strong position,
but the MAS would want to maintain policy
flexibility in this highly uncertain external
environment.
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts and
transformations)

GENERAL DISCLOSURE/ DISCLAIMER (For Macroeconomics, Currencies, Interest Rates & Digital Asset)

The information herein is published by DBS Bank Ltd and/or DBS Bank (Hong Kong) Limited (each and/or collectively, the
“Company”). It is based on information obtained from sources believed to be reliable, but the Company does not make
any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness for any
particular purpose. Opinions expressed are subject to change without notice. This research is prepared for general
circulation. Any recommendation contained herein does not have regard to the specific investment objectives, financial
situation and the particular needs of any specific addressee. The information herein is published for the information of
addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain
separate legal or financial advice. The Company, or any of its related companies or any individuals connected with the
group accepts no liability for any direct, special, indirect, consequential, incidental damages or any other loss or damages
of any kind arising from any use of the information herein (including any error, omission or misstatement herein,
negligent or otherwise) or further communication thereof, even if the Company or any other person has been advised of
the possibility thereof. The information herein is not to be construed as an offer or a solicitation of an offer to buy or sell
any securities, futures, options or other financial instruments or to provide any investment advice or services. The
Company and its associates, their directors, officers and/or employees may have positions or other interests in, and may
effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking
and other banking or financial services for these companies. The information herein is not directed to, or intended for
distribution to or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or
other jurisdiction (including but not limited to citizens or residents of the United States of America) where such
distribution, publication, availability or use would be contrary to law or regulation. The information is not an offer to sell
or the solicitation of an offer to buy any security in any jurisdiction (including but not limited to the United States of
America) where such an offer or solicitation would be contrary to law or regulation.

[#for Distribution in Singapore] This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E)
which is Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary Authority of
Singapore. DBS Bank Ltd may distribute reports produced by its respective foreign entities, affiliates or other foreign
research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the
report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional
Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons only to the extent
required by law. Singapore recipients should contact DBS Bank Ltd at 65-6878-8888 for matters arising from, or in
connection with the report.

DBS Bank Ltd., 12 Marina Boulevard, Marina Bay Financial Centre Tower 3, Singapore 018982. Tel: 65-6878-8888.
Company Registration No. 196800306E.

DBS Bank Ltd., Hong Kong Branch, a company incorporated in Singapore with limited liability. 18th Floor, The Center, 99
Queen’s Road Central, Central, Hong Kong SAR.

DBS Bank (Hong Kong) Limited, a company incorporated in Hong Kong with limited liability. 11th Floor, The Center, 99
Queen’s Road Central, Central, Hong Kong SAR.

Virtual currencies are highly speculative digital "virtual commodities", and are not currencies. It is not a financial product
approved by the Taiwan Financial Supervisory Commission, and the safeguards of the existing investor protection regime
does not apply. The prices of virtual currencies may fluctuate greatly, and the investment risk is high. Before engaging in
such transactions, the investor should carefully assess the risks, and seek its own independent advice.
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