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Snapshot of the Singapore economy
The Singapore government’s Budget statement for FY2015 will be delivered against a backdrop of slower growth 
and unusually low inflation. Domestic pressures – low productivity and a tight labour market – will continue to 
weigh on the economy, even as external risks persist. Here is a snapshot of the economy. By Teh Shi Ning

New normal: slow growth

� GDP growth slowed from 4.4% in 2013 to 2.9% in 
2014. It's not expected to pick up much this year, 
and might even slow further. The official 2015 
forecast is for 2-4% GDP growth.

� Gone are the days of 5-6% growth. Slow growth is 
the new normal that Singapore has to get used to. 
"If we can make 2 to 3% per year for the next five 
years, I think we're doing well," Prime Minister Lee 
Hsien Loong said in January.

� This will mean slower income growth, and lower 
tax revenue growth as well.
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SMEs & business costs

� Small and medium enterprises make up more 
than 50% of GDP, and hire 7 in 10 workers.

� Many have been struggling with rising business 
costs, largely due to higher wage costs, foreign 
worker levies and higher rents.

� Government initiatives such as the Productivity 
and Innovation Credit's cash payout option and the 
Innovation and Capability Voucher have targeted 
SMEs. But the response has been mixed.

Negative inflation

� Singapore's headline inflation rate fell into 
negative territory in both November and December, 
leading to Q4 2014 inflation of -0.1%. For all of 
2014, consumer price inflation fell to 1% from 2.4% 
in 2013, as housing and car prices eased. 

� Core inflation – which excludes accommodation 
and private transport costs – rose to 1.9% in 2014, 
from 1.7% in 2013. But this too, has eased in recent 
months.

� In 2015, the authorities expect headline inflation 
and core inflation to ease further due to low global 
oil prices. Also, businesses' ability to pass on higher 
wage costs to consumers may be constrained by 
slow growth, the Monetary Authority of Singapore 
(MAS) said.

Exports & external risks

� Non-oil domestic exports are expected to recover 
and grow 1-3% in 2015, after slipping 0.7% in 2014. 
That was a smaller contraction after 2013's plunge 
of 6%.

� Stronger US demand, particularly capital spending, 
is expected to lift Singapore's exports. 

� But headwinds from the eurozone, where growth 
remains sluggish and deflation risks persist, as well 
as China, where growth is expected to slow further, 
could affect demand for Singapore's exports too.

Productivity remains weak

� Labour productivity fell for a third straight quarter 
in Q4 2014, contracting 1.5%.

� PM Lee has flagged the disappointing productivity 
growth in recent years – a far cry from the 
government's 2010 target of 2-3% growth per 
annum – as cause for concern.

� The Ministry of Trade and Industry has also 
highlighted the differences between sectors. 
Construction and labour-intensive sectors such as 
food and beverages and retail are the main 
laggards in productivity improvement.

Slower S$NEER appreciation

� The central bank surprised the market in January 
with its off-cycle move to slow the Singapore 
dollar's pace of appreciation versus its trading 
partners.

� The MAS said that this was because inflation 
expectations had changed with the sharp fall in oil 
prices.

� While this may take some competitive pressure 
off exporters, economists say it will not offset weak 
global demand much.

Labour market tight as ever

� The unemployment rate for 2014 rose slightly to 
2%, from 1.9% in 2013. But the labour market 
remains very tight.

� Job vacancies rose over the year to 67,400 in 
September 2014, from 61,900 a year ago. Of these, 
41% had not been filled for six months or more, and 
67% were hard to fill with local workers.

� A final round of foreign worker levy hikes and 
quota tightening is due in July 2015.

Interest rates on the rise

� The US Federal Reserve is expected to hike 
interest rates in the middle or second half of 2015. 
Domestic interest rates are expected to rise in 
tandem, and have already begun to inch higher.

� After rising slightly from 0.41% at the end of 
September to 0.45% at the end of December 2014, 
the 3-month S$ SIBOR (Singapore interbank offered 
rate) jumped past 0.6% in January. It stood at 0.68% 
on Feb 16.

� MAS has said that it recognises that rising 
interest rates may affect some firms and 
households, and has put in place financing schemes 
and prudent lending rules to help. 
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