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Muted Uplift to S’pores 2021
Consensus Growth Forecast

Highlights:

The latest MAS survey of professional forecasters revealed that consensus
2021 GDP growth forecast had been marginally upgraded to 6.6% yoy, up
from 6.5% from a quarter ago, mainly due to improved expectations for
manufacturing (11.4% versus 8.3%), finance & insurance (6.8% versus 6.0%),
private consumption (5.6% versus 5.2%) and NODX (9.0% versus 7.5%). This
is close to our house forecast of 6.7% yoy, and also within the official GDP
growth forecast of 6-7% yoy, likely reflecting the progress made in global
and domestic vaccination rates and also the recent re-opening of more
major economies.

However, the optimism was not unbridled across the sectors. There were
downgrades to 2021 growth forecasts for construction (16.6% versus
19.3%), wholesale & retail trade (4.1% versus 4.4%) and accommodation &
food services (5.9% versus 6.5%). This rollback in sentiments could probably
be attributed to the border closures affecting foreign manpower inflows,
especially from the higher risk countries, as well as the concerns over the
Delta variants which saw the return to P2(HA).

The 2022 outlook points to more normalization — GDP growth is tipped to
subside to 3.9% versus our call for around 3%, but would largely depend on
how the Covid virus and vaccination situation evolves from here. Notably,
the biggest upside and downside risks pertain to the re-opening of borders
versus an escalation of the Covid-19 situation, particularly new virus
variants.

The inflation picture is more nuanced, with core inflation lagging behind
headline inflationary pressures. 2021 headline inflation is tipped higher at
1.7% (versus 1.4%) but core inflation will dip to 0.7% (versus 0.8%), but the
picture will reverse in 2022 — headline inflation is expected to moderate to
1.4% but core inflation will rise to 1.3% yoy. Rising commodity prices like
crude oil prices should subside into 2022 as OPEC+ tips a surplus once
production quotas are relaxed. Hence other cost drivers would become
more important. Incipient cost pressures will likely pick up as the domestic
economy gains a firmer footing. Should borders not re-open as expected,
then domestic labour constraints are likely to remain binding. As it is, the
overall and resident unemployment rates have declined steadily over the
past year, and may return to near pre-Covid levels by end-2022.
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Our base scenario remains for MAS to maintain the status quo for October
2021 MPS, with any monetary policy recalibration to only come in 2022,
possibly as early as April, after factoring in the pickup in core inflation and
while keeping an eye on the potential labour cost pressures from 4Q22 with
the broadening and ramp up of the Progressive Wage Model from 1

September 2022.
Table 1
Median Forecasts of Macroeconomic Indicators for 2021
Key Macroeconomic Indicators June Current
Year-on-Year % Change Survey Survey
GDP 6.5 6.6
Manufacturing 8.3 11.4
Finance & Insurance 6.0 6.8
Construction 19.3 16.6
Wholesale & Retail Trade 4.4 4.1
Accommodation & Food services 6.5 5.9
Private Consumption 5.2 5.6
Non-oil Domestic Exports 7.5 9.0

Table 2
Median Forecasts of Other Economic Indicators for 2021
Indicators June Current
Survey Survey
CPI-All Items (year-on-year % change) 1.4 1.7
MAS Core Inflation (year-on-year % change) 0.8 0.7
Overall Unemployment Rate (end-period, SA %) 2.7 2.7
Exchange Rate (end-period, 5% per US$) 1.313 1.330
3-month 5% SIBOR (end-period, percent per annum) 0.45 0.44
Bank Loans (end-period, % growth) 2.1 4.0
Table 6
Top 3 Potential Risks to the Singapore Economy
(Proportion of Respondents, %)
. Cited Cited
Downside June Current . - June Current
. AsTop | Upside Risk As Top

Risk Survey Survey Risk Survey Survey Risk
COVID-19 Re-opening
Escalation 82.4 100.0 90.0 | porders 44.4 70.0 35.0
Supply Chain COVID-19
Disruptions 11.8 35.0 0.0 Containment 83.3 55.0 40.0
China Manufacturing/
Slowdown 0.0 30.0 5.0 Tech Cycle 61.1 40.0 10.0
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Table A.5
Forecasts of GDP Growth and CPI-All Items Inflation for 2022
Kew M  Indi Median | Mean | Min Max
ey Mac AOMmIc ndies Year-on-Year % Change
GDP 3.9 4.2 3.0 7.5
CPI-All Items 1.4 1.4 0.2 2.0
MAS Core Inflation 1.3 1.3 0.8 1.6
Source for Tables 1, 2, 6 and A.5: MAS SPF Report
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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. There may be conflicts of interest between OCBC
Bank, Bank of Singapore Limited, OCBC Investment Research Private Limited, OCBC Securities Private Limited or other members of the OCBC Group and any of
the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement.

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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