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Another upside surprise to 4Q17 GDP growth, thanks to services.

The Singapore economy grew by a revised 3.6% yoy (2.1% gog saar)
in 4Q17, up from initial estimates of 3.1% yoy (2.8% qoq saar). This
beat market expectations for 2.9% yoy (2.0% qoq saar) and our

forecast of 2.6% yoy (1.7% qoq saar). The upside surprise came from
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services which saw 4Q17 growth upgraded to 3.5% yoy (6.3% qoq

saar), as initial estimates was only 2.5% yoy (2.5% qoq saar) amid
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communications (6.0% yoy due to robust demands for IT solutions), and
Tel: 6349-1888 / 1881

Interest Rate Derivatives transportation & storage (5.3% largely driven by water and air transport

Tel: 6349-1899 segments).
Investments & Structured
Products

Manufacturing moderation is underway; construction still lagging.
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Meanwhile, manufacturing momentum slowed further to 4.8% yoy (-

GT Institutional Sales 14.8% qoqg saar), versus initial estimates of 6.2% yoy (-11.5% qoq
Tel: 6349-1810 saar). Construction remained the laggard, but saw the 4Q17 contraction
also revised to a smaller -5.0% yoy (-0.2% qoq saar) versus the earlier
estimate of -8.5% yoy (-3.6% qoq saar). This meant full-year 2017 GDP
growth was also upgraded from 3.5% as estimated earlier to 3.6% yoy,

the strongest annual pace since 2014’s 3.9% yoy.

Official 2018 growth forecast static but slightly above mid-point.
Looking ahead, MTI said it expects 2018 growth to come slightly above

the middle of its 1.5-3.5% forecast range, citing supportive momentum
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improving labour market and consumer sentiment. Construction,
however, is likely to remain lacklustre, and marine & offshore
engineering outlook is also still challenging. The risks remain that the
external demand outlook is slightly weaker versus 2017, with trade
protectionism, upside inflation risks in the US, and financial market
volatility potentially impacting regional economies with elevated debt
levels disproportionately.

2018 NODX upgrade reinforces improved external demand outlook
Note IE Singapore also upgraded its 2018 NODX growth forecast from
0-2% to 1-3% yoy, citing favourable sector-specific export trends in
machinery and chemicals clusters that should sustain into 2018 amid a
slight pick-up in global growth prospects, albeit trade growth in some
key trading partners like China and Japan and Eurozone could ease in
2018. 2017 NODX growth came in at 8.8% yoy, a dramatic turnaround
from the 2.8% contraction seen in 2016, as both electronics and non-
electronics NODX expanded 8.0% yoy (2016: -4.0% yoy) and 9.2% yoy
(-2.3% yoy). Among the top 10 NODX markets, 2017 NODX growth was
led by North Asia, namely South Korea (43.5% yoy), China (31.1% yoy)
and Japan (17.1% yoy).

We retain our 2018 GDP growth forecast of 2-4%, but remain
watchful for potential policy tightening risks.

Our house forecast remains 2-4% GDP growth and around 5% for
NODX, barring domestic fiscal and monetary policy tightening, and a
materialization of external trade protectionism concerns given the
recent step-up in US’ trade rhetoric (recall president Trump calling for a
“reciprocal tax” in the name of “fair trade” on Monday). The next key
event to focus on would be the 2018 Budget due to be announced on
19 February, with potential tax changes in store. Overall, a stronger
domestic growth outlook, coupled with a possible GST hike, may
accelerate inflationary expectations and warrant the MAS potentially
tweaking its monetary policy settings from its currently neutral stance to
a slightly appreciation bias at some point this year, possibly earlier

rather than later as other Asian central banks like BOK and BNM have

Treasury & Strategy Research



14 February 2018

&) ocBcC Bank
S'pore: 2018 GDP growth outlook

already started pre-emptive policy normalization. Both the 3-month
SIBOR and SOR are currently ranging around 1.13% and 1.11%, with a
narrow 2bp spread, and we expect that as global monetary conditions
normalize, they should also gradually rise to around 1.55% and 1.5%
respectively by end-2018. The SGD NEER is also trading just slightly
north of its parity band, but may remain largely beholden to the broad

USD dynamics.
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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 Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”)
may or might have in the future interests in the investment products or the issuers mentioned herein. Such interests include effecting
transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC
Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate,
distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such
report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office,
affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule,
regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant
Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s
Markets in Financial Instruments Regulation (600/2014) (“MIFIR”) (together referred to as “MIFID I1I”), or any part thereof, as
implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant
Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as implemented in any jurisdiction).
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