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Macro imbalances are alive & well: nominal, flow and stock terms

• In nominal USD terms, current account surplus in China is approaching USD1trn, 
while US is above USD1trn (chart 1)

• Scaled by their relative GDP’s, China’s reached 3.8% surplus in 2025 (highest 
since 2010), USA registered -3.6% - a stabilization of sorts (chart 2)

• However, the US Net International Investment Position is at record deficit of 
88% of GDP (chart 3)
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EM FX Loss Assessment – terms of trade key factor for Asia

• So far, EM currencies and Asian currencies are responding to the Iran conflict 
and attendant energy shock in rational ways

• Terms-of-trade is the meaningful driver and the outliers matter too.  THB, INR 
and PHP trading weaker than the regression line on greater vulnerabilities

• SGD is behaving consistent with NEER monetary target
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The “Swissification” of SGD

• USD/SGD is showing increasing co-movement with USD/CHF not only in spot 
exchange rates, but also in speculative futures positioning

• Even in recent risk-off events option pricing shows increasingly less signs of SGD 
distress

• CHF and SGD are benefiting from institutional credibility and sound fiscal and 
current account positions
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SG – S$REER has strengthened noticeably and domestic 
liquidity conditions are tightening

Source:  BofA Global Research estimates, BSP, CEIC, Gaikindo, Astra
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Globalization headwinds - challenge small open economies

Source:  BofA Global Research, CEIC, Haver, Bloomberg

• Small open economies are key beneficiaries of globalization and FDI inflows

• The headwinds to globalization will require new policy approaches for trade, 
investment, immigration and industrial policies

• Monetary, fiscal policy credibility and FX stability will provide strong anchors.  
This credibility should continue to be leveraged for investment
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Appendix / additional charts
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Bubble trouble or creative destruction
• Amid macro imbalances, global equity markets are surging

• The driver of the equity market rallies are narrow set of tech companies

• The challenge is the policy prescription choices: tighten monetary conditions, 
engage macro-prudential, deal with it later…
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Currency valuations matter too

• USD appears close to 20% overvalued in REER terms according to our behavioral 
equilibrium model, but CHF is even more overvalued 

• The implied bilateral misalignments can be even greater for USD/JPY
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Global Energy Shock propagating in divergent ways

• The real challenge comes with divergent monetary responses, especially as the 
USD has become a net energy exporter in contrast to advanced industrialized 
economies
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Special Disclosures

Some of the securities discussed herein should only be considered for inclusion in accounts qualified for high risk investment.
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Important Disclosures
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