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Business expectations for S'pore
manufacturers improved mildly despite softer
electronics sentiments

Tuesday, 31 October 2017

Highlights:

A net 5% of manufacturers tip business conditions to improve for the six
months ending March 2018, up from 4% a quarter ago and also a year ago.
Notably, the most optimistic were precision engineering (+22% on the back of
higher demand for semiconductor-related equipment and measuring devices
supporting wireless communications and automotives), chemicals (+17% due to
winter and year-end festive demand for oil products, and higher export orders for
mineral oil additives and fragrances), biomedical manufacturing (+12% amid
resilient demand for medical devices from US and EU markets), transport
engineering (+7% amid higher aircraft engine repair orders), whereas the
outperformer for the year-to-date electronics cluster turned distinctly less upbeat (-
11%) in view of an anticipated seasonal slowdown, especially for infocomms &
consumer electronics (-45%) and other electronics modules & components (-
43%).

Beneath the modest improvement in the headline net weighted balance
data, the manufacturing engine is actually cooling - after the manufacturers’
output forecast peaked at 17% in 2Q17, it has continued to moderate to 9% in
30Q17 and 6% for 4Q17. Accordingly, the employment situation for manufacturers
also remained in the doldrums (-11%) for 4Q17, which is worse than the -5% seen
in the previous two quarters and also a year ago (4Q16: -9%), with the only
exceptions being chemicals and biomedical manufacturing clusters.

However, the service sector confidence has soared — compared to the trough
of -18% anticipating worsening business conditions in 1Q16, service sentiments
has improved for the third consecutive quarter to a net 9% anticipating more
favourable business conditions for the next six months ending Mar 2018. With the
broadening growth base, all services industries apart from the real estate
segment (-5%) tip a more positive outlook going ahead. This compares favourably
to a quarter ago when 4 service industries, comprising transport & storage (-17%),
real estate (-6%), retail trade (-5%) and wholesale trade (-2%), were pessimistic in
their outlook.

The most upbeat were the F&B services (+34%, albeit this was a moderation
from +41% a quarter ago), finance & insurance (+20%, up from +14% previously)
and retail trade (+19% which is a sharp turnaround from -5% previously) with the
upcoming year-end holidays and festive season. In contrast, within the real estate
industry, commercial leasing firms anticipate weaker demand. In terms of hiring
intentions, a net weighted 7% of service firms plan to increase employment in
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4Q17, led mainly by the accommodation (+23%) and retail trade (+17%).

e The broadening growth base should provide greater resilience to S’pore’s
growth outlook in 2018 as the services sector potentially picks up speed,
even it is not ready to take over the driver’s seat just yet. Our forecast is for 2018
GDP growth to be around the 2-4% range with more even sectorial growth
prospects.
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FORECAST FOR THE QUARTER

(Net Weighted Balance)

Forecast for October — December 2017
Industry
Total Ni rder: e . L
Numbers Employed Output 0 aRpng(:dde s Sales in Singapore Direct Export Overseas |Stocks of Finished Goods

Electronics 5 0 -3 -6 -2 +2
Semiconductors 0 +4 +1 -2 +2 +6
Computer Peripherals 0 0 0 0 0 +3
Data Storage 14 -2 -2 0 -2 -35
Infocomms & Consumer Electronics -13 -47 -47 -47 -47 0
Other Electronic Modules & Components -17 +1 -10 -41 -10 +33
Chemicals +6 +28 +27 +15 +31 +28
Petroleum 0 +41 +41 0 +41 +41
Petrochemicals +24 +42 +42 +42 +42 +40
Specialties +1 +8 +5 0 +21 +14
Other Chemicals +2 +10 +9 0 +11 +1
Biomedical Manufacturing +10 -9 -15 +1 -23 -18
Pharmaceuticals +3 -26 -34 0 -34 -33
Medical Technology +13 +55 +55 +5 +18 +34
Precision Engineering -4 +29 +29 +7 +32 -23
Machinery & Systems -5 +49 +48 +21 +48 -32
Precision Modules & Components -5 -1 -1 -15 +6 -7
Transport Engineering -37 +7 +7 -8 +11 -5
Marine & Offshore Engineering -52 -23 -4 -29 -19 -10
Aerospace +15 +50 +27 +17 +50 +10
Land 0 +22 -3 +24 +28 -40
General Manufacturing Industries -1 -10 -11 -15 -2 -7
Food, Beverages & Tobacco +3 +2 0 -4 +2 -9
Printing -15 -14 -14 -14 -13 -4
Miscellaneous 0 -22 -22 -29 -2 -6
Total Al Industries -11 +6 +4 -1 +5 -3

Note :

"Net w eighted balance" is the difference betw een the w eighted percentage of 'up’ responses and the w eighted percentage of ‘dow n' responses.
A plus sign indicates a net upw ard movement, and a minus sign denotes a net dow nw ard trend.

Source: EDB

This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in
whole or in part to any other person without our prior written consent. This publication should not be construed as an
offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on
the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the
future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in
this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its
contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any
opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to
and we have not made any investigation of the investment objectives, financial situation or particular needs of the
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is
accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on
such information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a
comprehensive study or to provide any recommendation or advice on personal investing or financial planning.
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations.
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your
specific investment objectives, financial situation or particular needs before you make a commitment to purchase the
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the
securities/instruments mentioned in this publication and together with their respective directors and officers, may have or
take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the
same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-
related services for the corporations whose securities are mentioned in this publication as well as other parties generally.
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