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Singapore’s economy moderated to 5.4% YoY from 6.2% in 2Q26,
exceeding the 5.1% Bloomberg consensus estimate but disappointing
our forecast for 5.7%. The sectoral data nevertheless indicate that
growth momentum is being turbo-charged by Al- and electronics-
related activity, trade and transportation services, and construction
and infrastructure.

MAS unexpectedly kept the SSNEER policy stance unchanged, albeit
this was likely a close call going into the MPC. MAS stated they are
well-positioned to respond effectively to any risk to medium-term
price stability and will continue to closely monitor economic
developments. MAS narrowed 2026 core inflation forecast to 1.5 —
2% and tips positive output gap this year to narrow in 2027.

Our 2026 headline and core inflation forecasts stand at 2.0% and 1.8%
YoY respectively. With the upward revisions to 1H26 growth which
brings 1Q-3Q26 growth to 6.0%, we upgrade our full-year growth
forecast from 5.2% to 5.5%. Even if 4Q26 growth moderates to
around the 4% handle, 2026 GDP growth is likely to print at least at
5.5% , YoY. Since 5.5% is also the top-end of the current official
growth forecast range by METI, a narrowing in November to “around
5.5%" is plausible.
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Highlights

e Singapore’s economy moderated to 5.4% YoY from 6.2% in 2Q26, exceeding the
5.1% Bloomberg consensus estimate but disappointing our forecast for 5.7%. On
a seasonally adjusted quarter-on-quarter basis, 3Q26 growth eased to 1.1% (our
forecast: 1.7% QoQ SA) from 1.5% in 2Q26. The growth moderation reflects a
normalization in manufacturing expansion from 12.9% YoY in 2Q26 to 7.5% in
3Q26, although electronics-related activity remained resilient, and this trend is
likely to extend to 4Q26 manufacturing and GDP growth readings as well. That said,
GDP growth already averaged 6.0% YoY during the first three quarters of 2026,
leaving the risks to growth firmly skewed to the upside. As such, we are upgrading
our 2026 GDP growth forecast to 5.5% from 5.2%, bringing it in line with the upper
end of the official 4.5%-5.5% forecast range.

o The sectoral data nevertheless indicate that growth momentum is being turbo-
charged by Al- and electronics-related activity, trade and transportation services,
and construction and infrastructure. Chemicals and biomedical manufacturing
were weaker, even though the construction and services sectors growth remained
resilient at 8.8% YoY and 5.2% respectively. In particular, construction growth
momentum accelerated sharply in 3Q26, supported by both public- and private-
sector activity. Trade and transportation services also strengthened, consistent
with robust regional trade and continued demand for Al-related electronics.
Finance, information and communications, and professional services also
continued to expand at a solid pace, while consumer-facing and other domestic
services lagged. This divergence creates a dual-speed expansion where businesses
linked to construction, trade and advanced electronics may continue to benefit
from strong demand, while consumer-oriented sectors face a more challenging
environment, especially on the domestic cost front and tightening financial
conditions. Notably, MAS expects financial services activity to continue expanding,
while recognising that tighter global financial conditions will eventually weigh on
final demand.

e Forward indicators remain constructive. The September manufacturing and
electronics PMIs improved, and the broader private-sector PMI remained
elevated. Notably, the September S&P Global Singapore PMI eased from August’s
record 59.4 to 58.1, but private-sector business conditions remained healthy as
new orders rose markedly, business activity accelerated, and the real estate and
business-services segment recorded the strongest increases in orders and activity,
whilst firms also continued to expand employment and purchasing, even though
rising input costs, longer delivery times and the eventual moderation of the Al-
driven cycle warrant caution. Nonetheless, given the global Al boom became
entrenched in 2H25, the base effects are likely to weigh on the headline GDP
growth momentum in 2H26 as well.

e Against this macroeconomic backdrop, MAS unexpectedly kept the SSNEER
policy stance unchanged, albeit this was likely a close call going into the MPC.
Today’s decision not to tighten for the third consecutive meeting should be seen
as a policy pause since the earlier policy tightening delivered in April and July is
viewed as sufficient, particularly because domestic cost pressures remain
contained and the positive output gap is expected to narrow through 2027. MAS
noted that domestic services inflation has been lower than anticipated and
productivity gains are containing unit labour cost increases. An extended hold at
the current appreciating SSNEER slope for at least out to the January 2027 policy
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meetings is likely on the assumption that that the positive output gap narrows and
core inflation eases from mid-2027 as projected by MAS.

o The contrast with the earlier decisions is clear — the April policy tightening was
prompted by the abrupt energy and imported-cost shock while the July
tightening was justified by persistent pass-through alongside stronger growth
and a widening positive output gap, whereas the October hold reflects confidence
that the cumulative policy tightening is sufficient despite firm current economic
activity, mainly because the forward output gap and domestic inflation outlook
have become less threatening overall. MAS opined that while growth should
continue to expand at a firm pace in the immediate quarters ahead and moderate
thereafter as the Al cycle eases from its exceptional pace and global financial
conditions tighten, the positive output gap from this year is forecast to narrow
through next year. METI will only announce the revised 2026 growth forecast and
the 2027 growth forecast in November.

e More importantly, MAS sounded more confident that core inflation is stabilizing,
thus narrowing the 2026 core inflation forecast from 1.5-2.5% to 1.5-2.0% and
signalled comfort with the current SSNEER policy stance, of which the cumulative
effects of the earlier April and July 2026 policy tightening are still working their way
through the system. More importantly, inflationary expectations do not appear at
risk of de-anchoring and costs of essential services such as healthcare and
education are relatively stable due to enhanced government subsidies. Imported
inflation is tipped to ebb and domestic price pressures stay subdued, whilst unit
labour costs in the services sector are expected to be contained due to continued
productivity gains. The ongoing tightening of global financial conditions may also
do some of the work in tempering demand conditions and price pressures in the
coming months. MAS reiterated that inflation risks remain tilted to the upside,
whether through a sharp and sustained surge in energy or food prices or elevated
domestic inflation due to spillovers from the Al-related boom into the unit labour
costs. On the downside risks to inflation, a sharper than expected rise in interest
rates or sharper pullbackin Al-related investments could drag growth and inflation,
or a quicker resumption of energy production and Middle East shipments could
prompt a faster decline in global energy prices.

e MAS stated they are well-positioned to respond effectively to any risk to
medium-term price stability and will continue to closely monitor economic
developments. While we cannot fully discount the possibility of further upside
surprises in energy, food, wages or broader Al-related demand spillovers which
could still necessitate renewed policy tightening, there appears to be greater
comfort in looking through the currently elevated energy prices and allowing
global developments, on both geopolitical and monetary policy fronts, to run their
course out into early 2027. The upcoming events to watch include the US mid-term
elections, US Federal Reserve rate hike intentions (tonight’s US CPI print for
instance, but our base case is for the Fed to hike 25bps in December rather than in
October FOMC), and the geopolitical risks in the Middle East and Ukraine etc. Our
2026 headline and core inflation forecasts stand at 2.0% and 1.8% YoY respectively.
However, with the upward revisions of 1H26 growth which brings 1Q-3Q26 growth
to 6.0%, we upgrade our full-year growth forecast from 5.2% to 5.5%. Even if 4Q26
growth moderates to around 4% handle, 2026 GDP growth is likely to print at least
at 5.5% YoY. Since 5.5% is also the top-end of the current official growth forecast
range by METI, a narrowing in November to “around 5.5%” is plausible.
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Gross Domestic Product in Chained (2015) Dollars
3025 | 4Q25 | 2025 | 10Q26 | 2Q26 | 3Q26*

Percentage change over corresponding period of previous vear
g

|[Overall GDP 4.5 5.7 5.0 6.4 6.2 5.4
|Goods Producing Industries 4.5 9.6 7.6 831 109 7.3
Manufacturing 46| 114 8.7 771 129 7.5
Construction 5.6 4.6 5.2 13.5 6.1 8.8
Services Producing Industries 4.3 4.8 43 6.3 5.2 5.2

Wholesale & Retail Trade

and Transportation & Storage a4 6.8 2 95 6.9 8.0

Information &
Communications, Finance &
Insurance and Professional
Services

4.6 3.7 4.2 4.7 5.1 4.3

Accommodation & Food
Services, Real Estate,
Administrative & Support 3.6 2.9 3.1 3.3 2.4 2.1
Services and Other Services
Indusiries
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3025 | 4025 | 2025 | 1026 | 2Q26 |3Q26*

Quarter-on-quarter growth rate, seasonally adjusted

[Overall GDP 1.9 1.3 5.0 1.4 1.5 1.1
|Goods Producing Industries 3.6 33 76| -04 4.2 0.0
Manufacturing 4.5 4.5 87| -25 6.3 -0.9
Construction 0.6 0.2 5.2 8.0 -2.7 34
Services Producing Industries 1.2 1.0 4.3 2.1 0.7 1.2

Wholesale & Retail Trade
and Transportation & Storage Ll 1.5 >4 >7 0.0 2.4
Information &
Communications, Finance &
Insurance and Professional
Services
Accommodation & Food
Services, Real Estate,
Administrative & Support 0.9 -0.4 3.1 1.0 0.8 0.6
Services and Other Services
Indusiries

*Advance estimates

Source: METI.
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Disclosure

This report is solely for information purposes and general circulation 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 report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments
mentioned herein or to participate in any particular tfrading or investment strategy. 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 fo be reliable and we have taken all reasonable care to ensure that the information contained in this report 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 report 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
report 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, it should not be relied on or freated 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. In the event that you choose not to seek advice from a financial adviser, you should consider whether
the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (*OCBC Bank”), Bank of Singapore Limited (“BOS"), OCBC
Investment Research Private Limited (“OIR"), OCBC Securities Private Limited (*OSPL") and their respective 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 fransactions in such investment products, and providing broking, investment banking and other financial or securities related services to such issuers as well as
other parties generally. 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, BOS, OIR, OSPL 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”) fo any person or entity (including, without limitation, any overseas office, aoffiliate, parent entfity,
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).

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets
or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for
delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this
document that do not relate to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall be understood
as neither given nor endorsed.

Co.Reg.no.: 193200032W

Disclaimers

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (the “Bank”) and Oversea-Chinese
Banking Corporation Limited (*OCBC Bank") (Co Reg. No.: 193200032W). The Bank and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect
or consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from
this material, other than where such loss is caused solely by the Bank's or OCBC Bank's wilful default or gross negligence.

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures.
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