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S’pore’s industrial production dipped
unexpectedly in October

Highlights:

The manufacturing growth momentum has stumbled to a sudden halt in
October. The unexpected 0.9% yoy contraction in October IP is the first
after two months of strong double-digit growth and clarifies why the full-
year 2020 official growth forecast was at the more bearish side of the
earlier -7.0% to -5.0% range which implied some downside risk to the 4Q20
GDP growth momentum. | thought my October IP forecast was already
quite conservative at 3.2% yoy compared to the Bloomberg consensus
forecast of 7.3% yoy. In mom sa terms, the -19.0% contraction also came on
the back of four consecutive months of sequential improvement, and is the
worst print since February 2020 (-22.0% mom sa). On the whole, this data
print confirms my earlier expectation for a 4Q20 growth wobble story after
a V-shaped 3Q20 bounce following the 2Q20 trough.

The sharp reversal was attributed to the key electronics sector sinking
back into contraction territory (-0.6% yoy) after two months of stellar
growth (33.1% in September and 48.0% in August), whereas the biomedical
cluster still held up with 10.2% yoy growth, albeit this was also a sharp
moderation from the 91.2% yoy expansion seen in September.
Pharmaceuticals and medical technology output continued to remain
healthy amid the global resurgence of Covid cases. Excluding biomedical,
manufacturing growth fell a steeper 2.7% yoy (-2.9% mom sa).

Similar to what was reflected in the earlier October NODX data, weakness
in semiconductors (-2% yoy) and infocomms and consumer electronics (-
2.5% yoy) were the key drags, even though computer peripherals, data
storage, and other electronics modules and components still expanded.
Outside of electronics and biomedicals clusters, the precision engineering
cluster also grew by 10.6% yoy, aided by demand for industrial process and
semiconductor equipment, whereas the laggards included transport
engineering (-31.8%, amid the persistent soft patch in aerospace and
marine & offshore engineering which are still suffering from closed
international borders and weak oil & gas demand) and general
manufacturing (-12.8%).

The key question is whether the current soft patch in electronics,
particularly semiconductors, will persist in the coming months. At the
global level, there does not appear to be any suggestions of widespread
semiconductor industry weakness yet. The recent first 20 days of exports in
November for South Korea also showed resilient growth of 11.1% yoy, while
October export orders for Taiwan also continued to grow by 9.1%. In fact,
the global semiconductors and electronics machinery industry is tipped to
see 9.7% growth this year, up from -7.7% in 2019, with a pickup into 2021,
according to Interact Analysis.
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At the corporate level, China’s Tsinghua Unigroup had defaulted on a bond
which triggered a credit rating downgrade. Nevertheless, this October soft
patch certainly poses downside risk to S’pore’s 4Q20 manufacturing and
GDP growth. That said, the 2021 official GDP growth forecast of 4-6% (same
as our house forecast) assumes the overall recovery will sustain into next
year.
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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
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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 1I”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be
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