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Oil, in its long journey from rig to pump, affects the Singapore economy in 
multi-faceted ways. BT looks at how lower oil prices affected various parts of 

the economy last year. BY ANDREA SOH

A growing ripple

Oil exploration
Singapore is the largest 
manufacturer of jackup 
rigs and produces 70 per 
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Oil trade
Singapore is one of the top 
three export refining centres 
globally, and one of the top oil 
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Electricity
Singapore generates 95 per cent 
of its electricity from natural gas, 
the bulk of which comes through 

Electricity prices

20

10

0

(10)

(20)

Year-on-year change in 
chemicals production

(%)

Note: 3-month moving average

Petrochemical
The petrochemicals sector 
is Singapore's largest 
manufacturing sector, 
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Petrol 
Four vertically integrated 
players – ExxonMobil, Shell, 
Chevron and Singapore 

J
2014

M M J S N J
2015

M M J S N

Conclusion
The final conclusion on how much oil prices have affected Singapore is 
unclear, said Mizuho economist Vishnu Varathan. “It depends on 
which part of the economy you’re looking at, and 
there’s going to be a second round and third round of 
effects.”

“This year will be when the net benefits will be felt 
strongly – as the negative effects fade and the positive 
effects dominate. Since Singapore is so driven by 
global demand, that should be positive.”
– Manu Bhaskaran, founder of Centennial Asia

1. Banks
Banks in Singapore 
have been affected by 
both a weakened 
manufacturing sector 
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pipelines from Malaysia and Indonesia and 
has prices linked to fuel oil. 

Impact
Electricity tariffs for households have fallen 
by about 15 per cent on average as the cost 
of natural gas makes up only half the tariff, 
which also includes fees to pay for the 
electricity network and administration of the 
power system.

contributing 34 per cent of its output 
in 2014. 

Impact
The industry was the brightest spot in 
Singapore's manufacturing sector last year, 
growing 3.9 per cent against the 5.2 per 
cent fall in Singapore’s industrial production. 
Petroleum production has benefited from 
higher refining margins while specialty 
chemicals, typically more insulated from 
the volatility of oil prices, have grown in 
line with new investments. 

trading hubs in Asia. Oil made up 19.3 per 
cent of the country’s total trade in 2014, 
according to IE Singapore.

Impact
After adjusting for prices, growth in oil 
imports and exports was flat last year 
against 2014. But as oil inventories rose, 
they would have also provided a boost to 
the transport and storage sector, as well as 
wholesale trade sector, said Sian Fenner of 
Oxford Economics.

cent of the world market. It also has a 
significant offshore and marine cluster 
on Singapore Exchange, with the oil 
and gas index comprising 16 stocks.

Impact
Manufacturing output from the sector fell 
18.4 per cent last year. This has also hit 
employment – Keppel Corporation has cut 
17 per cent of its total workforce since 
January last year. The FTSE Straits Times Oil 
and Gas Index took an even deeper hit, 
falling by half since 2014.

Petroleum Company – supply petrol to 
Singapore. Only about a fifth of the petrol 
produced by their refineries is sold 
domestically, according to a report by 
Competition Commission of Singapore in 2011.

Impact
Petrol prices have fallen by about 5.5 per 
cent on average in the past year. Oil 
companies say prices at the pump are 
influenced by the cost of the refined oil 
products as well as non oil-related factors 
such as currency exchange rates. A hike in 
petrol duty rates in Singapore last year also 
means some of the benefits of lower prices 
have been erased.

$
2. Property
Demand for factory 
space has weakened, 
as suppliers and 
contractors to the oil 

Knock-on effects

and lower oil prices that reduce 
demand for trade financing. OCBC 
and UOB recorded an increase in 
non-performing loans in Q3 last 
year, while DBS says 5 per cent 
of its portfolio could be affected if 
oil prices remain low for the next 
two years.

and gas and offshore and marine 
sectors have also been hit. Some are 
now rationalising their internal 
resources, which could lead to 
relocations and consolidation of 
physical space, said an industrial Reit 
manager.
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