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Singapore: Brighter Outlook Ahead 
Our heatmap shows some economic recovery, even though there were near-term setbacks 

Finance Minister Wong maintained the FY2021 Budget overall numbers, with some reallocation 

The Singapore government is planning a roadmap towards normalization, as vaccination rates rise 

 

Summary 

We believe that the Singapore economy likely grew by 14.6% y/y in 
2Q-2021, after a 1.3% increase in 1Q. However, this meant a 
contraction of 1.8% q/q (seasonally adjusted). Retail sales results 
confirmed to us that the Phase 2 Heightened Alert will likely to be a 
temporary setback, after it grew 79.7% y/y in May (inflated by base 
effects from last year’s circuit breaker). However, retail sales 
contracted by 6.8% m/m (seasonally adjusted) as activity levels 
were down from the Phase 2 Heightened Alert in May-June 2021.  

Our heatmap on Singapore metrics show that the economy is 
recovering on some metrics, even as other sectors are likely to stay 
depressed. For instance, Singapore’s Markit whole economy PMI 
moderated to 50.1 in May, from 54.4 a month ago. Manufacturing 
continued to outperform, reflected in the official PMI for the sector. 
This also bodes well for goods’ exports, although less so for services 
exports. Unit labour and business costs are rising. The employment 
situation is gradually improving.  

 
Figure 1: Singapore GDP (SGD mn and %) 
 

 
 

Source: Bloomberg, HL Bank 

 

 

Heatmap on Key Singapore Economic Metrics 

 
Note: Measured in standard deviations from mean over the past three years (June 2018 to May 2021). Positive (negative) number indicates 

higher (lower) than mean. Source: Bloomberg, HL Bank 
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Reallocating Government Expenditure Plans 

Finance Minister Lawrence Wong said on 5 July that the Ministry of 
Finance is planning a reallocation of the planned FY2021 Budget, to 
finance the SGD 1.2bn Covid-19 support measures during the 
Heightened Alert period. This will come from capitalisation of 
development expenditure from SINGA (Significant Infrastructure 
Government Loan Act) and underutilisation of some development 
expenditure. The overall FY2021 Budget stands at 2.2% of GDP (SGD 
11bn), unchanged from initial plans. 

Additional support includes enhanced Jobs Support Scheme 
support for affected sectors (focusing on small and medium 
enterprises), rental relief, subsidies and the Covid-19 Recovery 
Grant (temporary) for individuals (extracted from the Business 
Times). Bridging loan facilities are also extended for 6 months, until 
31 March 2022. 

On the reopening of the Singapore economy, Minister Wong struck 
a similar chord from previous announcements about reopening 
gradually. He also highlighted that Singapore will announce in due 
course a roadmap to live with Covid-19, as vaccination rates climb 
and treatment measures improve. This will mean that outbreaks 
will not threaten high hospitalization rates and Covid-19 can be 
regarded more like influenza (in terms of morbidity and mortality).  

Underlying Retail Sales Activity Distorted by Covid-19 

Underlying retail sales growth have been dampened by recent 
restrictions as a result of the Covid-19 outbreak. Only supermarkets 
and computers/telecommunications equipment spending are 
higher than 2019 levels. Food and beverage, department stores as 
well as wearing apparel/footwear have been the worst hit.  

However, the situation should reverse in the months ahead, as 
Singapore’s vaccination rates rise. The economy is abler at that time 
to return to a higher level of economic activity, compared to that of 
April 2021 (before Phase 2 Heightened Alert).  

Some Divergences in PMIs Trends 

Singapore’s PMIs for June reflect some divergences among various 
sectors in Singapore. The manufacturing PMI released by the 
Singapore Institute of Purchasing and Materials Management 
showed modest and steady expansion (50.8 in June, compared to a 
neutral-50 mark), supported by new orders (domestic and exports), 
output, inventory and employment.  

The Markit whole economy PMI was more neutral (50.1, from 54.4 
a month ago), dragged by restrictions from Phase 2 Heightened 
Alert which was perhaps more pronounced in some services and 
construction sectors. New orders and output signalled much slower 
increases in June compared to May.  

The outlook ahead is broadly more positive, as external demand is 
supported by major economies, and domestic demand is helped by 
increases in activity levels.  

 
 
Figure 2: Key forecasts 
 

 2021F 2022F 

GDP 6.3% 3.5% 

Inflation (avg) 1.7% 0.9% 

Core CPI (avg) 0.8% 1.0% 

3m SIBOR 0.45% 0.50% 

USD/SGD 1.33 NA 

Source: HL Bank 
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Implications 

We think that the economy is in a well-placed position to recover 
strongly. We forecast GDP growth at an above-trend 3.5% in 2022, 
after the base-effect inflated 6.3% in 2021. Although the recovery 
is still likely to uneven (K-shaped), domestic oriented sectors 
(construction, domestic services) should pick up as activity levels 
normalise in 2H-2021.  

The focus for the economy will likely turn, from reopening, towards 
medium-term initiatives. These include improving workers’ skillsets 
to adapt to changing global trends, digitization and addressing 
climate change (like the Green Plan 2030).  

This will also mean that the Monetary Authority of Singapore should 
be better placed to normalise monetary policy in 2022. We think 
that the MAS should move to an appreciation stance of the SGD 
Nominal Effective Exchange Rate (NEER) in April 2022.  

This comes as underlying inflation continues to recover from 
subdued, below-trend levels over 2H-2021. We maintain our core 
inflation forecast (0.8% in 2021 and 1% in 2022) even as we revise 
up headline inflation forecasts (1.7% in 2021, from 1.3% previously). 
This is owing to higher-than-expected oil prices over the past few 
months that propelled energy (transport) inflation higher. 

For interest rates, Singapore interest rates should modestly rise 
over the coming few years, in line with global central banks’ 
tapering of quantitative easing and tightening of monetary policy. 
This will likely point towards slightly higher Singapore market rates 
in SIBOR and SORA. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

4 
 

 

 

 

 

 

 

Hong Leong Bank Berhad 

Fixed Income & Economic Research, Global Markets 

Level 8, Hong Leong Tower 

6, Jalan Damanlela 

Bukit Damansara 

50490 Kuala Lumpur 

Tel: 603-2081 1221 

Fax: 603-2081 8936 

Email: HLMarkets@hlbb.hongleong.com.my 
 

DISCLAIMER 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of 
any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer 
or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a 
part of any contract or commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be 
reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or 
suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the 
opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without 
notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update 
this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or 
estimate set forth herein, changes or subsequently becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by 
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising 
out of, contained in or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. 
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other 
activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their 
own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with 
its business activities, may possess or acquire material information about the financial instruments. Such activities and information may involve 
or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or 
their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts 
made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this 
report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be 
construed as a representation that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be 
achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of 
complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment results. 
Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their independent financial 
advisor prior to taking any investment decision based on the recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB 
does not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the 
use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any 
purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain 
countries. Persons into whose possession this report may come are required to inform themselves about and to observe such restrictions. By 
accepting this report, a recipient hereof agrees to be bound by the foregoing limitations. 
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