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Singapore Dollar 
SGD forecast to ease 

• The Singapore economy is forecast to slow 
significantly to 3¾% in 2005 from 8.4% in 
2004. 

• We expect the Singapore dollar to ease against 
the US dollar from S$1.67/USD currently to 
S$1.69/USD by end-2005 and S$1.72/USD by 
end-2006.  The Singapore dollar is forecast to 
strengthen against the Australian dollar to 
around S$1.12/AUD at end-2005 and remain 
steady at this level in 2006. 

• Greater pressure to maintain export 
competitiveness against regional currencies, a 
benign inflation environment and a strong US 
dollar outlook support our view.   

 
Since 1981, the Monetary Authority of Singapore 
(MAS) has managed the Singapore dollar against 
an undisclosed trade-weighted basket of 
currencies.  As Singapore is a very small, open 
economy, the exchange rate is the central bank’s 
key tool in maintaining price stability.  Historically 
supported by sizeable current account surpluses 
and efforts to restrain inflation, the Singapore 
dollar maintained a relatively strong position, in 
trade-weighted terms, except for periods when the 
economy had been under pressure.  Monetary 
Policy statements released by the MAS provide an 
update on the MAS’ view on the economic 
environment and its take on the policy for the 
trade-weighted exchange rate.  In its April 2005 
review, the MAS confirmed its policy of a “modest 
and gradual appreciation” of the Singapore dollar 
nominal effective exchange rate, a position it has 
maintained since its April 2004 statement. 
 

SGD against selected foreign currencies 
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On a bilateral exchange rate basis, the Singapore 
dollar strengthened against the US dollar towards 
late 2004 and early 2005 supported by a strong 
economic rebound with real GDP growing by 8.4% 

in 2004, the fastest expansion since 2000, and 
speculative flows into Asia amidst heightened 
speculation of a Renminbi revaluation.  The 
Singapore dollar strengthened from S$1.71/USD 
at end-August 2004 to S$1.62/USD at end-
February 2005.  The currency has since lost some 
ground against the US dollar reflecting, in part, a 
combination of USD strength and a surprise first 
quarter weakness in economic activity.  The 
currency is currently trading at around 
S$1.67/USD.  
 
Domestic political stability and prudent fiscal and 
monetary management continue to underpin 
economic growth and investment.  Nevertheless, 
greater competitive pressures for trade and 
investment in the region and the maintenance of 
regional security underscore the much tougher 
environment the economy is operating in. 
 
After the sharp deceleration in the first quarter, we 
have revised our real GDP growth forecast 
downwards significantly to 3¾% from 4½% 
projected at the start of the year.  Accompanying 
economic weakness in many regional competitor 
markets such as South Korea and Taiwan has 
increased pressure to maintain export 
competitiveness.    
 

Economy softens 
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Inflation has been benign, averaging 0.3% in the 
first four months of this year compared with 1.3% 
for 2004 as a whole.  The upside risks to inflation 
through the direct and indirect impact of high oil 
prices is expected to subside with the prospect of 
lower oil prices in the second half of this year.  
ANZ forecasts the WTI will end the year at around 
US$40/bbl vs recent highs above US$50/bbl.  This 
leaves scope for a further weakening of the 
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exchange rate without unduly undermining the 
inflation environment.   
 
On the flip side, we have forecast a stronger US 
dollar against most currencies, supported by the 
Fed’s tighter monetary policy stance and relatively 
favourable economic performance compared with 
sluggish growth in Europe and Japan.  Since mid-
2004, the Fed Funds rate has been lifted nine 
times to 3.25% and ANZ has forecast a rate of 
4.25% by the end of 2005. 
 
Overall, we expect the Singapore dollar to weaken 
marginally against the US dollar in the second half 
of 2005, ending the year at around S$1.69/USD.  
A further softening is expected in 2006 with the 
Singapore dollar forecast at S$1.72/USD reflecting 
the need to maintain export competitiveness 
against regional currencies and a strong US dollar 
profile.  The Singapore dollar is expected to 
strengthen against the Australian dollar to around 
S$1.12/AUD at end-2005 and remain steady at 
this level in 2006.  The cross rate mainly reflects a 
marked weakening in the Australian currency in 
the second half of 2005.  We are forecasting the 
Australian dollar to ease to US$0.66/AUD by end 
2005 and US$0.65/AUD by end 2006.   

Forecast table 

 2004 2005f 2006f 

Real GDP growth (%) 8.4 3¾ 5¼ 

Inflation (yr av, %) 1.7 0.5 0.5 

Exchange rate (eop) 

SGD per USD 

SGD per AUD 

 

1.63 

1.27 

 

1.69 

1.12 

 

1.72 

1.12 

Interest rate (3-month 
interbank, % pa) 

1.4 2.2 2.3 

Sources: Asia Pacific Consensus Forecasts, ANZ Bank 
 
 
 
 
 
 
 
Jasmine Robinson 
Economist, International 
15 June 2005 
 
Research can also be viewed on our website: 
http://www.anz.com/go/economics 
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Australia and New Zealand Banking Group Limited is 
represented in: 
 
AUSTRALIA by: 
Australia and New Zealand Banking Group Limited  ABN 
11 005 357 522 
10th Floor 100 Queen Street, Melbourne  3000, 
Australia 
Telephone +61 3 9273 6224   Fax +61 3 9273 5711 
 
UNITED KINGDOM by: 
Australia and New Zealand Banking Group Limited 
ABN 11 005 357 522 
Minerva House, PO Box 7, Montague Close, London, SE1 
9DH, United Kingdom 
Telephone +44 20 7378 2121    Fax +44 20 7378 2378 
 
UNITED STATES OF AMERICA by: 
ANZ Securities, Inc. (Member of NASD and SIPC) 
6th Floor 1177 Avenue of the Americas 
New York, NY  10036, United States of America 
Tel:  +1 212 801 9160   Fax:  +1 212 801 9163 
 
NEW ZEALAND by: 
ANZ National Bank Limited 
Level 7, 1-9 Victoria Street, Wellington, New Zealand 
Telephone +64 4 802 2000    
 
In Australia and the UK, ANZ Investment Bank is a 
business name of Australia and New Zealand Banking 
Group Limited, ABN 11 005 357 522 (“ANZ Bank”), 
which holds an Australian Financial Services licence no. 
234527 and is authorised in the UK by the Financial 
Services Authority (“FSA”).  In New Zealand, ANZ 
Investment Bank is a business name of ANZ National 
Bank Limited WN / 035976 (“ANZ NZ”). 
 
This document is being distributed in the United States 
by ANZ Securities, Inc. (“ANZ S”) (an affiliated 
company of ANZ Bank), which accepts responsibility for 
its content.  Further information on any securities 
referred to herein may be obtained from ANZ S upon 
request.  Any US person(s) receiving this document and 
wishing to effect transactions in any securities referred 
to herein should contact ANZ S, not its affiliates. 
 
This document is being distributed in the United 
Kingdom by ANZ Bank for the information of its market 
counterparties and intermediate customers only.  It is 
not intended for and must not be distributed to private 
customers.  In the UK, ANZ Bank is regulated by the 
FSA.  Nothing here excludes or restricts any duty or 
liability to a customer which ANZ Bank may have under 
the UK Financial Services and Markets Act 2000 or 
under the regulatory system as defined in the Rules of 
the FSA. 

 
This document is issued on the basis that it is only for 
the information of the particular person to whom it is 
provided.  This document may not be reproduced, 
distributed or published by any recipient for any 
purpose.  This document does not take into account 
your personal needs and financial circumstances.  Under 
no circumstances is this document to be used or 
considered as an offer to sell, or a solicitation of an offer 
to buy. 
 
In addition, from time to time ANZ Bank, ANZ NZ, ANZ 
S, their affiliated companies, or their respective 
associates and employees may have an interest in any 
financial products (as defined by the Australian 
Corporations Act 2001), securities or other investments, 
directly or indirectly the subject of this document (and 
may receive commissions or other remuneration in 
relation to the sale of such financial products, securities 
or other investments), or may perform services for, or 
solicit business from, any company the subject of this 
document.  If you have been referred to ANZ Bank, ANZ 
NZ, ANZ S or their affiliated companies by any person, 
that person may receive a benefit in respect of any 
transactions effected on your behalf, details of which 
will be available upon request. 
 
The information herein has been obtained from, and any 
opinions herein are based upon, sources believed 
reliable.  The views expressed in this document 
accurately reflect the author’s personal views, including 
those about any and all of the securities and issuers 
referred to herein.  The author however makes no 
representation as to its accuracy or completeness and 
the information should not be relied upon as such.  All 
opinions and estimates herein reflect the author’s 
judgement on the date of this document and are subject 
to change without notice.  No part of the author's 
compensation was, is or will directly or indirectly relate 
to specific recommendations or views expressed about 
any securities or issuers in this document.  ANZ Bank, 
ANZ NZ, ANZ S, their affiliated companies, their 
respective directors, officers, and employees disclaim 
any responsibility, and shall not be liable, for any loss, 
damage, claim, liability, proceedings, cost or expense 
(“Liability”) arising directly or indirectly (and whether in 
tort (including negligence), contract, equity or 
otherwise) out of or in connection with the contents of 
and/or any omissions from this communication except 
where a Liability is made non-excludable by legislation. 
 
Where the recipient of this publication conducts a 
business, the provisions of the Consumer Guarantees 
Act 1993 (NZ) shall not apply. 
 


