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S'pore's industrial production 
unexpectedly slumped 7.4% yoy (-
16.5% mom sa) in May, reversing 
direction after two months of 
double-digit growth as Circuit 
Breaker and Covid-induced supply 
and demand shocks caught up 
Highlights 

Industrial production unexpectedly slumped 7.4% yoy  in May after two 
months of double-digit growth of 21.8% and 13.6% in March and April 
respectively and marking the worst contraction since November 2019 (-
12.3% yoy). This is the second time manufacturing output contracted this 
year after February (-1.1% yoy). All the clusters except biomedical saw 
declines in output amid the tightened measures in the second month of the 
Circuit Breaker and the global demand shock and supply chain disruptions 
arising from the Covid-19 pandemic. Excluding biomedicals, industrial 
production also fell 10.4% yoy in May, following a 2.8% decline in April. 

Compared to April, industrial output took a big leg down, falling by 16.5% 
mom in May and marked that third on-month decline in four months. The 
May data disappointment clearly illustrates two points – first that the 
Circuit Breaker and the Covid-19 pandemic continued to extract a heavy toll 
on the manufacturing activity in May even though April was largely initially 
regarded as the trough, and secondly, the recovery trajectory remains 
uncertain and cannot fully depend on the volatile biomedical cluster, 
namely the pharmaceutical segment to support the whole manufacturing 
sector. 

The biomedical cluster was the outperformer again, but the pace also 
slowed to 5.9% yoy in May, reinforcing the volatile nature of this cluster. 
This paled compared to the 100.5% yoy surge in April. Pharmaceuticals 
output expanded 14.7% due to higher output of active pharmaceutical 
ingredients and biological products, whereas the medical technology 
segment fell 20.1% due to the tightening of Circuit Breaker measures. As 
the emerging second waves of Covid-19 pandemic is making its presence 
felt in China and some US states amongst others, the demand for stepped-
up mass testing and the push for vaccine development is likely to grow. As 
such, the demand for pharmaceutical ingredients is likely to sustain in the 
near-term, but we do not expect that the biomedical cluster to single-
handedly support the manufacturing sector per se. 
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Electronics output also fell 1.0% yoy, with precision engineering cluster 
also registering a 5.3% yoy in May. Notably semiconductors output rose 
1.6% yoy due to demand from cloud services, data centers, and 5G, 
whereas other electronics segments fell. For the precision engineering 
cluster, machinery & systems output grew by 2.8%, supported by the 
production of semiconductor equipment, whereas the precision & 
components segment output plummeted 23.0% amid the supply 
disruptions and dampened demand. Given that there is still significant 
uncertainty over the strength of the consumer demand recovery even with 
the lifting of the national lockdowns and the re-opening of economies 
across the globe, as well as the ongoing US-China trade and tech war, the 
global electronics industry may remain on a shaky footing in the near-term, 
especially for consumer electronics. 

Other laggards included the chemicals and transport engineering clusters. 
The output in the chemicals cluster plunged 13.5% yoy in May, weighed 
down by weakness in the petrochemical (-10.7%) and petroleum (-19.0%) 
segments due to weak demand and plant maintenance shutdowns, while 
the specialities and other chemicals segments also declined 12.2% and 
21.8% due to softer demand. Meanwhile, the output in the transport 
engineering cluster also tumbled 40.7% yoy in May, dragged down by 
aerospace segment (-30.1% yoy) with lower volume of repair and 
maintenance work as the aviation industry ground to a halt amid the covid-
19 crisis, as well as the marine & offshore engineering segment (-55.1% yoy) 
as shipyard activities also slowed amid the Circuit Breaker period. Given the 
earlier-than-expected transition to Phase 2 on 19 June, the restarting of 
economic activities on a broader scale is likely to bode well for the 
Singapore economy including the manufacturing sector. That said, the June 
industrial output is likely to still shrink modestly by 3.6% yoy to bring 2Q 
manufacturing growth to 1.1% yoy. For the full year of 2020, the 
manufacturing sector may still chalk up a modest low single-digit yoy 
growth, so our forecast for -5% to -6% yoy full-year GDP growth remains 
intact. 
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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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