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S'pore's Fortitude Budget marks new
milestones

Highlights

S'pore's Fortitude Budget marks new milestones: for the size of the fiscal
deficit, draw on past reserves and also to create 100k job opportunities!
To give context to the numbers here - the Fortitude Budget of $33b is more
than 50% of the past three budgets (Unity, Resilience and Solidarity), while
the cumulative Budgets of $92.9b is equivalent to nearly 20% of GDP which
puts Singapore in the league of Germany and Japan. Separately, the $52b
draw from past reserves, which marks the second draw since the GFC, is
also 13x the $4b that drawn previously. This comprehensive and robust
response is seen as a decisive move to prepare the S’pore economy for the
post-Circuit Breaker period where a phased re-opening and concerns about
further Covid-19 waves implies more structural challenges ahead.

Job creation and protection are the key focus to prepare for the Post-
Circuit Breaker period in the Fortitude budget. The SGUnited Jobs and
Skills Package, which is looking to create 100,000 job opportunities will help
to buffer the expected fall out in the domestic job market due to the Covid-
19 pandemic as well as minimize the accompanying structural shocks from
the accelerated transition to digital platforms and e-commerce.
Notably, 25,000 traineeships are expected to be created, including 21,000
for local first-time job seekers and 4,000 for mid-career changes as well. In
addition, 30,000 skills training and 40,000 jobs are expected to be created
from this package. The government is also providing incentives for hiring
local who have gone through the eligible traineeship and training schemes,
including paying 40% of the worker’s monthly salary over six months
(capped at $12000) for eligible workers aged 40 and above. While some of
the jobs opportunities are temporary in nature, hopefully a proportion of
the traineeships may build industry-relevant skills and translate into actual
permanent jobs when the recovery is more entrenched.

The fourth budget in four months also saw more fiscal support for the
domestic economy, particularly for SMEs. The Jobs Support Scheme (JSS)
has been extended and enhanced as expected, with all eligible firms
receiving an additional 1 month of payout till August 2020. For firms that
are not allowed to re-open on 1 June, they will continue to receive wage
support of 75% until August 2020 or when they are allowed to re-open. In
addition, the Ministry of Law is proposing a bill next week that mandates
landlords in commercial properties to provide 4 months of rental relief to
SMEs. The government will provide cash grants through property owners to
offset this cost. Foreign worker levy waivers and rebates will also be
extended for businesses that face deferred re-openings, while the planned
hike in CPF contribution for senior workers will also be deferred for one
year to 1 January 2022.
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The tide has also appeared to slowly shift from purely providing support
to one planning for life after Covid-19. S500mn is dedicated for
accelerating the digitalisation of the economy, riding on the wave of digital
transformations that Covid-19 has brought about. DPM Heng laid out the
Digital Resilience package, which provides grants for F&B businesses who
adopt Paynow or e-commerce solutions. A $300 bonus per month over five
months will also be on hand for hawkers who embrace e-payments. Firms
that are able to adapt and evolve will be better positioned for the post-
Covid environment where the new normal may be greater digital payments
and transactions. Promising start-ups will also get additional financing
support in the form of $285m being set aside to catalyse another $285m in
matching private investments.

The Fortitude Budget also marks the second draw on Past Reserves given
the unprecedented crisis posed by Covid-19. President Halimah has given
her in-principle support for up to $31bn drawdown in Past Reserves,
bringing the total draw on Past Reserves to $52bn this year. The Fortitude
budget also brings the overall budget deficit for FY2020 to $74.3mn (15.4%
of GDP), the largest since Singapore’s independence. An additional $13bn
has been set aside for the Contingencies Funds to lubricate future funding
of the current Covid-19 fiscal responses and future crises. All this points to
the COvid-19 pandemic which is still evolving and while policymakers have
thrown significant resources at the Covid-19 challenge and while it may not
be the end of the road yet, nevertheless, the bar to further tapping of fiscal
stimulus may be higher from here.
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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 Il, as implemented in any jurisdiction).
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