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S’pore’s PMI continues to remain in
growth territory

Highlights:

S’pore’s manufacturing and electronics PMlIs continued to eke out gains in
July, rising 0.2 points each to 51.0 (highest since December 2018) and 50.8
respectively. This marked the 13th and 12th consecutive month of
expansion, suggesting some longevity to the momentum despite initial
concerns that the return to Phase 2 (Heightened Alert) conditions and
renewed lockdowns and tighter restrictions in other regional economies
due to the Delta variant spread could potentially impact the manufacturing
and electronics supply chains.

There were broad-based gains across new orders, new export orders,
output, inventory and employment, with the exceptions in supplier
deliveries and order backlogs. Input prices also continued to edge higher in
July, which may be a cause of concern given news of the ongoing global
chip shortage and rising commodity prices, especially if manufacturers are
unable to pass on the higher costs to end-consumers.

As we articulated on Friday, the pullback in domestic manufacturing
sentiments for 2H21 is not a total surprise, with the business expectations
survey revealing a net 20% of manufacturers anticipating a favourable
business environment for July-December 2021, down 38% three months
ago. Notably, the electronics segment is still the most optimistic (+40%),
while the chemicals cluster is net bearish (-24%) on the 6-month outlook.
The output forecast for 3Q also turned less upbeat (+9% versus +28% a
quarter ago), again attributable to the chemicals as well as the general
manufacturing clusters. There is some light at the end of the tunnel for the
aerospace and land transport engineering industries given the anticipated
repair work for aircraft engines and auto parts production. Interestingly, the
employment forecast came off by a smaller magnitude from +9% in 2Q21 to
+8% in 3Q21, as electronics and biomedical clusters are still looking to hire.
The top two limiting factors remain the Covid pandemic and price
competition from overseas competitors.

Looking ahead, there are some market concerns that China’s
manufacturing PMI may have peaked and could see a further pullback
from July levels given the rising spread of Delta variants in the country. In
fact, China just reported that its official manufacturing PMI softened from
50.9 in June to 50.4 in July, as both demand and supply moderated further,
with the new export orders falling to 47.7 (contraction territory). For now,
the rest of Asian manufacturing PMIs mostly fared a little better with the
exception of South Korea (53.9 from 53.0 previously) and Japan (53.0 versus
52.2). The regional leader continued to be Taiwan (57.6 versus 59.7) whilst
even laggards like Vietham (45.1 versus 44.1) and Malaysia (40.1 versus
39.9) saw some stabilization. However, Indonesia’s PMI fell from 53.5 to
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40.1 amid the Delta variant surge and extended lockdown, and it was a
similar story of further weakness in the Philippines (50.4 versus 50.8),
Thailand (48.7 versus 49.5) and Myanmar (33.5 versus 41.5). This suggests
that the Delta variant spread continues to exert an uneven toll across the
Asian economies, depending on their vaccination progress and respective
stages of economic re-opening.
At this juncture, Singapore’s manufacturing and electronics sectors
remain fairly resilient and should continue to provide a key pillar of
support for near-term growth. While the domestic manufacturing sector is
likely to see a moderation to single-digit growth rates in 2H21 as the low
base effects subside, full-year 2021 manufacturing growth is still likely to
exceed 10% yoy, and this in turn should support 2021 GDP growth
minimally at the 6% yoy handle.
Singapore PMI
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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 1I"), or any part thereof, as implemented in any jurisdiction. No
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