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Figure 8. Short-Term Interest Rates 
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Turning to exchange rates, we see from Figure 9 that the Singapore nominal and real 
effective exchange rates (NEER and REER, respectively) exhibited an upward trend 
before the crisis, reflecting the Balassa-Samuelson effect. The NEER leveled off after 
the weakening of the currency during the crisis. Nonetheless, an appreciation in the 
NEER is discernible in the most recent period, reflecting a return of the Singapore dollar 
to an appreciation path against its major trading partners. By comparison, the REER 
continued its depreciation path for some time after the crisis, reflecting deflationary 
trends in domestic wages until the most recent period. Correspondingly, Figure 10 
shows that while the consumer price inflation stayed low, growth rates of unit labor cost 
have frequently been negative post-crisis.  

Figure 9. Nominal and Real Effective Exchange Rates 
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