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S'pore saw a record contraction of 
41.2% qoq saar (-12.6% yoy) in 2Q20 
due to the Covid-19 pandemic and 
Circuit Breaker restrictions, entering 
a recession, but the worst may be 
over? 
Highlights 

Hitting bottom? 2Q20 GDP growth shrank a record 41.2% qoq saar (-12.6% 
yoy) due to the Covid-19 pandemic and Circuit Breaker restrictions, tipping 
the S’pore economy into technical recession even though 1Q20 GDP growth 
was also revised higher to -3.3% qoq saar (-0.3% yoy). This is close to our 
forecast of -40.2% qoq saar (-10% yoy) and a tad worse than the Bloomberg 
consensus forecast of -35.9% qoq saar (-10.5% yoy).  While manufacturing 
grew 2.5% yoy (-23.1% qoq saar) aided by the biomedical cluster (mainly 
pharmaceuticals), the main drags came from construction slumped a record 
54.7% yoy (-95.6% qoq saar) and services also contacted a record 13.6% yoy 
(-37.7% qoq saar) due to workplace disruptions and business closures 
during the Circuit Breaker period. 

The worst is likely over even with confirmation that the Singapore 
economy has entered a recession. With 1H growth already contracting 
6.5% yoy, 3Q may see some stabilization from the 2Q growth trough as the 
S’pore economy re-opens, but will likely still continue to contract on-year. 
Hence, full-year 2020 GDP growth is likely to remain mired deep in 
recession at around our forecast of -5.5% yoy. The official 2020 growth 
forecast of -4% to -7% yoy also remains intact as the incoming data signals 
are currently within range and should not surprise significantly.  The 
domestic manufacturing and electronics PMIs have improved in May and 
June, reflecting that global supply chain disruptions have abated. However, 
the test of the pudding is the recovery pace in the private consumption and 
in turn the services sector. In particular, the international travel restrictions 
had brought air and sea travel to a virtual standstill, and this is unlikely to 
improve significantly in the near-term, albeit the return of domestic 
restaurant dining-in and re-opening of retail shops may fare better in June 
with the transition to Phase 2. 

Is more stimulus on the way? Given significant frontloading of fiscal and 
monetary policy, there is a relatively high bar for additional stimulus from 
here, especially since the June economic indicators are already showing 
tentative signs of stabilization and improvement, barring any potential 
further deterioration in the global/domestic Covid-19 developments and 
the ongoing tenuous US-China relations. However, given that jobs featured 
highly during the recent election campaign, some of the budget measures 
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targeting jobs may potentially be extended if the domestic labour market 
continues to soften further. The retrenchment and unemployment data are 
likely to still creep higher in the coming months/quarters as demand 
conditions remain tepid into 2H20. 

Market response has been muted as a poor 2Q growth outcome was 
inevitable and probably largely discounted: USDSGD is around 20-25 pips 
higher at 1.3925 this morning. S$NEER remains anchored close to its band 
parity as well.  SGS yields are also marginally softer by 1-2bps across the 
curve this morning, whilst swap rates were up to 4bps lower led by the 
longer tenors following the slight risk-off tone overnight. External cues may 
be important out from here, especially with the upcoming China’s 2Q20 
GDP growth print due on Thursday since China is deemed the first-in and 
first-out of the Covid-19 crisis and any downside surprises due to the mini-
outbreak in Beijing may lend a cautious tone for Asia’s expected 2H 
recovery path ahead.  
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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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