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Manufacturing and services' 
business expectations plummet amid 
Circuit Breaker period. 
Highlights 

The latest business expectations surveys provide a first glimpse into how 
firms are faring under the Circuit Breaker period. Services sentiments 
tanked further with a net 58% of firms anticipating less favourable 
outlook for April-September 2020, compared to just 2% three months 
ago.  This is worse than the GFC when the previous record low was -53% in 
December 2008. Note that this survey, which was conducted from March to 
April, would have captured the implementation of the Circuit Breaker and 
attendant containment measures.  In particular, a net 53% of services firms 
tip lower operating receipts and a net 24% of firms tip lower employment 
as well.  Notably, all the services industries expect business activity to 
decline for 2Q-3Q, but the most bearish unsurprisingly are those 
hospitality-related segments like accommodation (-97%) due to the global 
travel restrictions, particularly for air transport, as well as food & beverage 
services (-96%) and retail trade (-84%) due to the implementation of the 
Circuit Breaker and the expectation that demand may not recover 
immediately even after the Circuit Breaker period. Note many of the other 
services industries were also very cautious, financial & insurance (-72% due 
to the adverse impact arising from the Covid-19 pandemic), real estate (-
63%, due to limitations of virtual show flats for instance), recreation, 
community & personal services (-58% due to social distancing measures), 
business services (-55%), wholesale trade (-53%), transport & storage (-52% 
due to low demand for petroleum and products). 

The least pessimistic services industry is the information & 
communications which also expects less favourable business conditions for 
the next six months (-21%), but is seeing an accelerated shift of business 
models into online platforms and work-from-home arrangements, with 
demand supported for software publishing and web portal services. In 
terms of hiring intentions, the most pessimistic services firms came from 
accommodation (-56%), F&B services (-42%), business services (-38%) and 
real estate (-30%). Since the services industries account for two-thirds of 
the Singapore economy and employ the bulk of workers, this bearishness 
could manifest in the unemployment and retrenchment data in the 
coming months – note the Jobs Support Scheme which offers 75% wage 
subsidies for April and May for all sectors could have contributed to the 
gross 70% of services firms that tip an unchanged employment forecast for 
2Q20, but the situation could evolve in 3Q20 depending on the subsequent 
strength of the demand recovery after the Circuit Breaker is lifted on 1 June 
and the sequencing of the eventual exit of the social distancing measures. 
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The manufacturers’ business expectations were marginally less dire, with 
a net 56% anticipating a deterioration in the outlook for the next six 
months, citing the weakened external demand and supply chain 
disruptions due to lockdowns and border closures in many countries due 
to the Covid-19 outbreak. This is the lowest reading since GFC at -57% in 
December 2008.  The most bleak were transport engineering (-79% due to 
the sharp oil price plunge that has hit the marine & offshore engineering 
projects and the slump in global aviation industry due to travel restrictions), 
followed by electronics (-75% due to dampened demand and supply chain 
disruptions), biomedical manufacturing (-67%), general manufacturing (-
47% due to curtailment of local construction activities due to the Circuit 
Breaker period), chemicals (-25% due to pressure on refining and 
petrochemical margins and disruptions to feedstock supply and product 
deliveries for specialties and other chemicals), with the least gloomy being 
precision engineering (-12%). In terms of the 2Q20 output, a net 32% of 
manufacturers expect lower output, led by transport engineering (-64%), 
general manufacturing (-51%), even biomedical manufacturing (-44%). The 
relative underperformance of biomedical manufacturing is an anomaly as 
pharmaceuticals and medtech had actually boosted the March industrial 
output amid increased demand due to the Covid-19 pandemic, but is 
attributable to supply disruptions for raw materials in the pharmaceutical 
segment while the medtech segment is anticipating manpower constraints 
in the next three months. 

Interestingly, the hiring intentions for manufacturers at -10% compared to 
-3% three months ago, do not look as severe as that for the service firms, 
and in fact electronics industry (+2%) is actually planning to add 
headcount. The manufacturer’s employment reading of -10% is the lowest 
since 3Q17 (-11%). The top two limiting factors for manufacturers’ export 
orders are expectedly the Covid-19 outbreak and political and economic 
conditions abroad such as the lingering risk of US-China trade tensions. 
Nevertheless, a net 66% of manufacturers plan to invest in plant and 
machinery in the next 12 months from April 2020 to March 2021, with a net 
51% expect higher of similar levels of capital expenditure, with the planned 
investments largely for the replacement of worn-out equipment and 
installation of new production technology. Therefore, capex is the silver 
lining in the manufacturing story as widespread telecommuting work 
arrangements, 5G implementation, and increased popularity of the e-
business model continues to drive investments and suggests that the 
medium term outlook will pick up from the current Covid-19 downturn. 

Looking ahead, high-frequency data including rental arrears and payment 
arrears which are indicative of distressed companies may give a better 
picture of how the industry is evolving amid the ongoing Circuit Breaker 
period. While 2Q20 is likely to mark a significant contraction for the 
Singapore economy, whether it is -10% yoy or -20% yoy, the shape of the 
recovery trajectory in 2H20 may be more important.  Hence, a more 
dynamic capture of the corporate picture would allow the policy response 
to be tailored accordingly post-Circuit Breaker. 
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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 II”), 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 II, as implemented in any jurisdiction). 
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