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S'pore's 4Q19 GDP growth was 0.8%
yoy (0.1% qoq saar) according to
advance estimates, bringing full year
2019 growth to 0.7% yoy (slowest
since 2009).

Highlights

Singapore’s advance 4Q19 GDP growth came in at 0.8% yoy (0.1% qoq
saar), in line with Bloomberg consensus forecast of 0.8% yoy but slower
than the 0.4% qoq saar pace anticipated. In addition, the 3Q19 GDP growth
estimates were also revised higher from 0.5% yoy (2.1% qoq saar) to 0.7%
yoy (2.4% qgoqg saar) as well. This latest advance GDP growth release
confirms that the Spore economy bottomed in 2Q19 and while
manufacturing momentum remains in the doldrums, nevertheless services
and construction are likely to continue being the bright spots into 2020.

The main driver was the services sector which clocked in 1.4% yoy (2.4%
gog saar) growth in 4Q19, an acceleration from the 0.9% yoy (0.6% goq
saar) in 3Q19, primarily supported by the finance & insurance, other
services industries and business services sector which offset the weakness
in wholesale & retail sector. The resilient domestic labour market which
contributes to consumer confidence and private consumption, coupled with
public sector spending on infrastructure projects including education,
health and social services, remain key supporting pillars for the Singapore
economy. Meanwhile, the construction sector momentum also sustained
at 2.1% yoy (2.1% qoq saar) compared to 2.4% yoy (-1.7% qoq saar) in 3Q19,
also supported by public sector construction activities.

The laggard remained the manufacturing sector which reversed and
contracted a worse than expected 7.3% qoq saar (-2.1% yoy) in 4Q19, after
staging a modest improvement to +8.9% qoq saar (-0.9% yoy) in 3Q19, as
declines in electronics, chemicals and transport engineering clusters
weighed more heavily. The 4Q19 GDP reading of 0.8% yoy implied that
December industrial production could come in around -0.6% yoy, which
suggests that the November manufacturing output print of -9.3% yoy (-9.4%
mom sa) was likely an outsized blip. Nevertheless, manufacturing growth
contracted 1.5% yoy for the whole of last year, which is the weakest
performance since 2015 at -5.1% yoy. We expect the manufacturing sector
to continue to stabilise and stage a modest recovery to ~2% yoy growth this
year.
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For the full-year of 2019, the Singapore economy expanded by 0.7% yoy,
within the 0.5-1.0% official forecast range, but still marked the slowest
pace of growth since 2009 (0.1% yoy). This meant that Singapore clearly
avoided a technical recession in 3Q19 and also a full-year recession last
year. The 2020 growth prognosis remains attendant on the external risks
and global economic environment, but stars are aligning towards a more
supportive recovery story, especially with the highly anticipated near-term
signing of the Phase 1 US-China trade deal (with US president Trump eyeing
15 January) as well as more policy accommodation from China to
ameliorate its ongoing slowdown and other challenges (as illustrated by the
latest RRR cut announcement effective from 6 January). The next milestone
to watch would be the upcoming 2020 Budget announcement on 18
February, where PM Lee had said in his New Year Message that it will help
households with cost of living and improve social safety nets, as well as
support business to raise productivity and help workers to retrain, acquire
new skills, find jobs and stay employable. A more expansionary fiscal
budget for 2020 will likely do any heavy-lifting needed in the interim,
following MAS’ monetary policy easing back in October 2019. Our 2020
GDP growth forecast remains at 1-2% vyoy, assuming that the
manufacturing recovery remains in “fits and starts” pattern, but with the
services and construction sector continuing to tread a firmer growth
trajectory.

Gross Domestic Product in chained (2015) dollars
[ 4018 | 2018 | 1019 [ 2Q10

3019 | 4Q19+ | 2019+

Percentage change over corresponding period of previous year

Overall GDP 1.3 3.1 1.1 0.2 0.7 0.8 0.7
Goods Producing Industries
Manufacturing 4.6 701 01| 29 -09 -2.1 -1.5
Construction -1.2 -37 2.7 2.8 24 2.1 25
Services Producing Industries 1.5 29 1.2 1.2 09 1.4 1.1
Quarter-on-quarter annualised growth rate, seasonally-adjusted
Overall GDP -0.8 3.1 38| -2.6 24 0.1 0.7
Goods Producing Industries
Manufacturing -3.4 70| -54| -36 89 -7.3 -1.5
Construction 53| 3.7 132 55| -1.7 2.1 25
Services Producing Industries 0.4 29 41| -14 0.6 24 1.1
*Advance estimates
Source: MTI
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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 1I”), 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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