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Manufacturing and trade to underpin growth

Thursday, 23 November 2017

Highlights:

GDP surprised higher at 5.2% y/y (+8.8% qoqgsaar) in 3Q17, up from our
expectations of 4.8% yly (+7.5% qogsaar) and starkly higher than the
previous official flash print of 4.6% y/y (+6.3% qoqsaar). Accounting for the
strong growth, MTI upgrades full-year growth for 2017 to range between 3 —
3.5%, up from a previous estimate of between 2 — 3%. Growth for 2018 is
expected to range between 1.5 — 3.5%.

Manufacturing and trade activities remains to buttress overall growth. The
manufacturing sector surged 18.4% y/y and marking it fastest on-year growth
since the first quarter of 2011. All clusters in the manufacturing, save for the
transport engineering cluster, expanded into 3Q17. Notably, the transport
engineering cluster was primarily dragged by sustained weakness in the marine
& offshore segment. In addition, the pickup in global trade activities has
benefited Singapore immensely, given the city-state’s high reliance on trade to
buoy growth as non-oil domestic exports expanded a year-to-date average of
9.9% in October 2017 (highest growth over the same period since 2010) led by
exports of both electronic products and non-electronic products.

Elsewhere, sustained expansion in the services industry provided another
avenue of growth: the services industry saw its strongest on-year growth since
3Q15 given its robust 3.0% print in 3Q17. All clusters, except for the
Accommodation & Food Service cluster, expanded into 3Q17. Growth was
especially seen in the Financial Services (+5.9%, fastest since 2Q15),
underpinned by robust growth in financial intermediation, insurance and fund
management activities, while a turnaround in forex trading volume also aided
growth. However, the construction sector growth print continued to contract into
3Q17, marking its 5th consecutive quarter of negative headlines given further
weakness seen in both private and public sector construction activities.

We continue to stay positive on Singapore’s manufacturing momentum, on
the back of sustained external demand likely to be seen into 2018. Growth
will likely be underpinned by sustained growth in externally-oriented sectors
including Wholesale Trade, Transportation & Storage and Finance & Insurance,
which in turn will provide the needed positive spill-over benefits into Singapore’s
manufacturing sector although growth could taper given the less favourable base
effects . While the expanding global growth likely to be seen into 2018 will
provide the needed impetus for further growth expansion in Asian economies,
downside risks remain including global policy uncertainty in part due to the US
administration’s policy amid lingering concerns over the rise of protectionist
sentiments. Elsewhere, geopolitical tensions continue to brew in the background,
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which could impede global risk appetite should it intensify further into the next
year. Lastly, further monitoring on inflation pressures is warranted, given the
increased likelihood for global prices to inflate higher on stronger oil prices,
which could potentially motivate a faster-than-expected rate hikes in developed
economies. All-in-all, we upgrade our 2017 year-end growth to 3.4% (up from an
initial outlook of 3.3%) and at the higher end of the official revised GDP outlook
of 3 — 3.5%, while keeping our 2018 growth outlook to range between 2 — 4%,
slightly higher than MTI’s conservative outlook of 1.5 — 3.5%.

Growth is penciled at 3.4% in 2017, although

growth could moderate into 2018 7%
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Strong trade prints underpinned overall growth
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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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