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Singapore: 4Q GDP Revised Upwards on Stronger Manufacturing Growth

e Singapore’s 4Q GDP was slightly higher compared to the advance estimates, at -2.8% ¢/q saar and +4.0% y/y (adv
est: -6.8% ¢g/q saar and +3.5% y/y), on stronger manufacturing production as well as services growth.

*  MTI has revised its projection for 2010 GDP upwards, to 4.5-6.5% from 3.0-5.0% for this year.

* In the 4Q, manufacturing growth was more robust at 2.2% y/y compared to 1.0% in the advance estimates, on
the low base from last year.

* The services sector came in better than advance estimates, at 4.1% y/y in the 4Q, compared to 3.7% y/y.

e The signs of a recovery look clear. Industrial output should also be ramping up this year on the back of increasing
external demand. The construction sector should also continue to benefit from government proposals to develop
infrastructure as well as rejuvenating some housing estates. We expect services, particularly retail, and hotels, to
get an uplift from the 2 IRs.

e The official forecast for CPI inflation in 2010 has been revised downwards to 2.0-3.0% from 2.5-3.5%, due to the
rebasing of the CPI.

Singapore’s 4Q GDP was slightly higher compared to the advance estimates, at -2.8% ¢/q saar and +4.0% y/y (adv
est: -6.8% ¢/q saar and +3.5% y/y), on stronger manufacturing production as well as services growth. The data was
largely in line with our expectations (-5.9% qg/q saar, +4.1% y/y), and consensus (-5.2% q/q saar, +4.0% y/y). MTI has
revised its projection for 2010 GDP upwards, to 4.5-6.5% from 3.0-5.0% for this year, noting the pick up in trade flows,
industrial production and financial markets.

In the 4Q, manufacturing growth was more robust at 2.2% y/y compared to 1.0% in the advance estimates, on the
low base from last year. However, the on-year growth rate was much lower than 3Q’s 7.6%, since pharma production
dropped sharply, by 24% in the 4Q. This was attributed to pharma plants changing the composition of their output, and
plant shut-downs due to maintenance. On quarter, manufacturing contracted 29.0% on the wane in pharmaceutical
production, compared to a growth of 25.6% in the 3Q. The services sector came in better than advance estimates, at
4.1% yly in the 4Q, compared to 3.7% y/y. Improvement was made across all the segments, especially as tourism-
driven services such as hotels, F&B and retail sectors picked up. The 4Q saw all the segments return to growth, from
contractions in the 3Q. Most of the segments in the services sector recorded relatively small growth rate, except for
financial services, which expanded 10.8%, on a low base, as the segment was directly impacted by the crisis last year.
On a g/q basis however, most of the segments in the services sector recorded double digit growth, with financial services
the glaring exception, shrinking 8.2%, in tandem with some pullback in the domestic stock market volume and loans
growth slipping in the 4Q. For the full year 2009, the economy contracted 2.0%, a tad better than the -2.1% in the
advance estimates. Manufacturing shrank 4.1%, as the boost in pharma production lifted manufacturing numbers. The
services sector picked up towards the latter half of the year to contract 2.2% for the full year.

The signs of a recovery look clear. Industrial output should also be ramping up this year on the back of increasing external
demand. The construction sector should also continue to benefit from government proposals to develop infrastructure
as well as rejuvenating some housing estates. We expect services, particularly retail, and hotels, to get an uplift from
the 2 IRs. The novelty factor would attract tourist arrivals and boost growth at least for this year and next. For 1Q, we
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can already expect a relatively high growth number due to the low base effect, with GDP possibly even hitting double
digit growth rates. The next quarter should see more of a positive impact from the IRs, with Marina Bay Sands expected
to open in Apr. We are looking at GDP growth of 5.8% for this year from our previous forecast of 4.5%.

The official forecast for CPI inflation in 2010 has been revised downwards to 2.0-3.0% from 2.5-3.5%, due to the
rebasing of the CPI.

4Q GDP Slightly Higher Compared to Advance Estimates

4Q08 | 2008 | 1Q09 | 2Q09 | 3Q09 | 4Q09 | 2009 | 1Q09 | 2Q09 | 3Q09 | 4Q09
y/y% change g/q saar %

Real GDP 42 | 14 | 94 | 31 ] 06 [ 40 | 20| 71 162|115 ] 28
Sectoral Breakdown
Goods-Producing Industries -5.9 -1.0 | -17.0 | 2.1 7.7 3.6 -1.1 -7.7 323 | 20.8 | -21.2
Manufacturing -10.7 -4.2 -23.8 -0.4 7.6 2.2 -4.1 -8.4 353 25.6 -29.0
Construction 22.5 20.8 24.4 19.0 11.5 11.2 16.0 -1.4 27.8 3.8 16.4
Services-Producing Industries | -1.1 5.4 -5.3 -5.0 -2.3 4.1 2.2 -6.9 8.6 8.2 6.6
Wholesale/Retail Trade -5.1 4.0 -15.0 -13.9 -8.9 2.2 -9.1 -19.4 3.0 12.5 14.2
Transport & Storage -2.7 2.9 -9.8 -10.7 -7.5 0.1 -7.0 -25.3 3.4 10.3 17.7
Hotels/Restaurants -0.7 0.9 -5.3 -5.6 -2.2 0.9 -3.0 -14.3 -2.1 10.5 11.3
Information & Communications 5.5 7.3 1.7 0.2 -0.4 1.6 0.8 -7.2 5.2 3.4 5.5
Financial Services -9.3 6.2 -8.8 -4.9 -0.8 10.8 -1.4 225 28.4 4.4 -8.2
Business Services 6.6 8.2 4.3 3.1 2.6 3.3 3.3 -5.4 5.7 8.1 5.2
Source: MTI
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