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Singapore

GDP will continue to grow at a modest pace in 2014 and 2015. This highly trade-dependent 
economy will benefit from the expected recovery of the global economy, but ongoing domestic 
economic restructuring will weigh on growth. A tight labor market will put upward pressure on 
inflation. Economic and macroprudential policies should be calibrated and targeted to support 
the transition toward high-productivity growth.

Economic performance
Propelled by improving exports, Singapore’s economy expanded by 
4.1% in 2013, surprising analysts. Export growth more than doubled to 
3.6% from 1.4% in 2012, while import expansion slowed from 4.0% in 
2012 to 3.0% in 2013. Thus, net exports rebounded from a contraction 
in the previous year, contibuting 2.2 percentage points to growth 
(Figure 3.29.1). Domestic demand added only 1.2 percentage points to 
growth in 2013—in contrast to 2012, when it was the main driver of 
growth—as weakening private consumption and faltering investment 
outweighed rising public spending. The contribution of private 
consumption dropped to 0.9 percentage points. Investment contracted, 
owing mainly to a sharp decline in private investment on transportation 
following tighter rules on financing vehicle purchases.

On the supply side, the service sector, which accounts for over 70% 
of total value added, was the engine of growth. Services, including 
ownership of dwellings, expanded by 5.2%, contributing 3.3 percentage 
points to GDP growth in 2013, up from 1.3 percentage points in 2012 
(Figure 3.29.2). Growth was robust across the service sector but highest 
in finance and insurance. Banking activity, which accounts for half of 
the sector’s value added, was driven by the expansion of business loans, 
while tighter regulation moderated growth in consumer loans. 

Industry, which accounts for the remainder of output, as agriculture 
accounts for less than 1%, grew by 2.2% in 2013, adding 0.7 percentage 
points to growth. Improved global demand fueled the rebound of 
electronics manufacturing from a huge contraction in 2012, and of other 
manufacturing related to building oil rigs. 

The consumer price index rose by 2.4%, slowing from 4.6% in 2012 
with moderation in both housing and transport inflation, which together 
account for over 40% of the index. This reflected property prices and 
vehicle quota premiums easing in response to policies that dampened 
demand. Core inflation, which excludes the costs of accommodation 
and private road transport, also decelerated, from 2.5% in 2012 to 1.7% 
on easing oil prices and a moderation in services and food inflation. 

3.29.1 Demand-side contributions to growth 
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3.29.2  Contributions to growth, by industry
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The appreciation of the Singapore dollar has helped temper inflation, 
as about 40% of what is consumed domestically is imported. Domestic 
price pressures intensified late in the year as core inflation rose 
in sync with food prices, which may carry over into 2014 inflation 
(Figure 3.29.3). 

Interest rate developments are largely outside the control of the 
Monetary Authority of Singapore (MAS), as it implements monetary 
policy by targeting an undisclosed nominal effective exchange rate 
band in the context of an open capital account. The Singapore interbank 
offered rate, to which mortgage rates are usually pegged, generally 
follows the movements of the US federal funds rate.

The MAS has kept its policy band for the Singapore dollar’s 
nominal effective exchange rate on its current modest and gradual 
pace of appreciation since April 2012. In 2013, the nominal effective 
exchange rate appreciated by 2.3%, less than the 4.9% recorded in 2012 
and 5.4% in 2011 (Figure 3.29.4). This policy was complemented by 
macroprudential measures to counter the rapid increases in residental 
property and private transportation prices.

Nevertheless, the low interest rate environment fueled a robust 17.0% 
expansion in credit, with loans to businesses substantially outpacing 
those to households. Money supply grew by 7.8%, almost unchanged 
from 7.2% the previous year.

The budget recorded a surplus of S$3.9 billion, or 1.1% of GDP, 
in FY2013 (ended 31 March 2014), higher than the budgeted 0.7%. 
Receipts from stamp duties and vehicle quota premium collections were 
higher than expected and boosted revenues by S$2.1 billion more than 
budgeted, while delays in implementing public infrastructure projects 
reduced expenditures to S$1.1 billion below projections. Compared with 
FY2012, revenues expanded by 2.4% and expenditures by 6.8%.

Exports of manufactured equipment recovered from a 1.9% 
contraction in 2012 to 2.9% growth in 2013, boosted by exports of 
electronic components and parts. Imports fell largely because crude 
petroleum imports declined by 10.8%. Net services receipts narrowed 
to $311 million from $594 million in 2012, as transport and travel 
service payments offset gains in financial services. Nevertheless, the 
current account surplus reached 18.2% of GDP, and the overall balance 
of payments recorded a surplus of $18.0 billion, or 6.1% of GDP, despite 
increasing net capital outflows (Figure 3.29.5). Official foreign reserves 
rose to equal 9 months of imports.

Economic prospects
The expected global economic recovery and the consequences of 
ongoing domestic economic restructuring will shape economic trends 
in Singapore in the forecast period. With export of goods and services 
equivalent to twice GDP, the economy will benefit from improved 
external demand. On the other hand, the tighter labor market will 
weigh on growth, with 1.8% unemployment on a downward trend 
and vacancies far exceeding job seekers (Figure 3.29.6). On balance, 
GDP is forecast to grow by 3.9% in 2014, near the upper bound of the 
government’s forecast of 2%–4%, and by 4.1% in 2015.

3.29.1 Selected economic indicators (%)

2014 2015
GDP growth  3.9  4.1
Inflation  3.0  2.9
Current account balance 

(share of GDP)
19.1 18.6

Source: ADB estimates. 

3.29.3 Inflation
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3.29.4 Exchange rates
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3.29.5 Balance of payments
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The MAS is expected to closely monitor inflation dynamics, 
particularly in the property and transport markets, and to tweak the 
macroprudential measures already in place to ensure gradual price 
corrections in these markets. It will likely maintain its current policy for 
a gradually appreciating nominal effective exchange rate to help contain 
domestic costs, but temper the policy depending upon how interest rates 
respond to US Federal Reserve tapering of quantitative easing. However, 
the moderation of inflation experienced in 2013 may not be sustained 
as the pass-through of higher business costs, particularly wages, starts 
to creep into consumer prices. Reflecting these influences, inflation is 
expected to be 3.0% this year and to ease marginally to 2.9% in 2015.

Fiscal prudence has been the hallmark of public policy in Singapore. 
Recent budgets put the emphasis, however, on incentives for firms to raise 
productivity and on budgetary transfers to encourage social mobility and 
equal opportunity for citizens. A deficit of S$1.16 billion is forecast for 
FY2014 (ending 31 March 2015), as these social transfers are expected to 
rise (Figure 3.29.7). This deficit will be easily financed by drawing down 
government deposits, which are substantial owing to past surpluses. 

A pickup in external demand is expected in line with higher growth 
in developed economies. Recent data signal expansion in new orders, 
and industrial production is on an uptrend (Figure 3.29.8). Exports are 
expected to expand by 5.0% in US dollar terms in 2014 and 8.3% in 2015, 
accompanied by similar growth in imports, generating a commensurate 
expansion in the trade surplus. The current account surplus will likely 
expand to 19.1% of GDP in 2014 and then fall back to 18.6% in 2015.

In contrast to last year, when risk flowed mainly from uncertainty 
over the global economy, the next 2 years will pose risks mainly 
from domestic developments. The pace of the US Federal Reserve 
tapering and moderating economic growth in the People’s Republic 
of China continue to pose important risks. Of more serious concern, 
however, are labor costs rising without corresponding improvement in 
productivity, which could hinder growth and stoke inflation. In 2013, 
labor productivity was flat, albeit an improvement on the previous 
year’s 2% contraction. Singapore’s experiment in orchestrating higher-
quality economic growth has gained steam since it started in 2010, and 
disbursements under its productivity incentive schemes overshot the 
budget in 2013. But productivity gains take time to be realized. Another 
domestic risk to the forecast arises from possible abrupt corrections 
in the property market, which could weaken the balance sheets of 
banks and households alike. These risks remain manageable within the 
forecast period, and Singapore enjoys substantial financial resources to 
respond to them if they materialize. 

Policy challenge—making macroprudential 
policy more effective
The MAS plays a central role in the development, management, and 
oversight of the financial system, identifying and providing surveillance 
on systemic financial risk, and designing and calibrating policy 
instruments to effectively address any weaknesses. Although the 
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3.29.8  GDP growth, industrial production, 
and new orders
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3.29.9  Property prices
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highly developed financial system of Singapore is well regulated and 
supervised, some risks to financial stability have emerged in recent 
years stemming from galloping real estate prices, which have surpassed 
their 2008 peak (Figure 3.29.9). There is concern that these price trends 
could rekindle inflation expectations and threaten financial stability. 
Housing loans continue to grow at an elevated rate, and household debt 
has increased rapidly for 3 years to reach 74% of GDP at the end of 2013, 
with a corresponding increase in the exposure of locally incorporated 
banks to the property sector.

The MAS has relied heavily on a number of macroprudential 
policy instruments to mitigate systemic risks arising from the housing 
market, fine-tuning them frequently to market conditions (Table 3.29.2). 
Most recently, it has introduced the total debt servicing ratio (TDSR) 
framework, the loan-to-value ratios, and restricted retirees’ use of 
Central Provident Fund resources to buy or rent property—a restriction 
that affects ever more people in an aging population. The measures 
have largely targeted the more speculative segments of the market, 
but further tightening has been recommended on the segment of 
the market owned mainly by foreigners and permanent residents. 
The measures have been broadly successful. Housing price inflation has 
moderated recently, and housing affordability metrics remain contained. 
But risks remain. 

If domestic income growth falters or global interest rates start to 
rise abruptly, the ability of borrowers to service their mortgages can be 
severely affected, as the majority of housing loans carry variable rates. 
If home prices fall sharply and a large number of borrowers are affected, 
the health of financial institutions could be impaired, threatening 
overall financial stability. Also, as host to a large number of financial 
institutions that intermediate funds into and out of the economy, 
Singapore is exposed to cross-border contagion. 

To address these concerns, the authorities should continue 
to respond proactively to new sources of systemic risk as they 
emerge, enhance their surveillance and analytical frameworks for 
assessing the likelihood and impact of emerging systemic risks, 
and design new policy instruments to effectively respond to such 
risks. As recommended by the International Monetary Fund’s 
Financial Sector Assessment Program for Singapore, conducted in 
November 2013, Singapore needs to enhance its existing supervisory 
and regulatory frameworks, further develop its crisis management 
arrangements, and remain vigilant over credit growth. The bank 
resolution framework should also be strengthened by enhancing the 
operational independence of the resolution agency and allowing speedy 
and decisive action by the MAS to address bank fragility. 

3.29.2 Macroprudential measures
September 2009

 • Increased government land sales
 • Disallowed interest-only housing loans and 

interest-absorption schemes
February and August 2010

 • Introduced the sellers’ stamp duty (SSD) of 
1%–3% for residential properties

 • Lowered the loan-to-value (LTV) limit
 • Extended SSD applicability to 3 years
 • Doubled minimum cash payment for 

second mortgages
 • Lowered the LTV for second mortgages

January and December 2011
 • Increased the SSD, tiered up to 16% 
 • Lowered the LTV to 60% for second 

mortgages and to 50% for corporate buyers
 • Introduced an additional and different 

buyers’ stamp duty (ABSD) for foreigners, 
permanent residents, and citizens

October 2012
 • Restricted loan tenure for residential 

properties
January to December 2013

 • Raised the ABSD by 5–7 percentage points
 • Imposed the ABSD on first mortgages 

for permanent residents and on second 
mortgages for citizens

 • Lowered the LTV for second and third 
mortgages and corporate buyers

 • Increased the minimum cash payment to 
25% for second and third mortgages

 • Capped the Housing Development 
Board (HDB) mortgage servicing ratio to 
30%–35% of monthly income

 • Restricted permanent residents subletting 
and owning HDB properties

 • Introduced various limits on executive 
condos

 • Introduced SSD on industrial property 
 • Increased property taxes
 • Introduced the total debt-servicing ratio to 

60% of income
 • Tightened terms for granting HDB loans 

and for using Central Provident Fund funds 
to buy HDB properties

 • Shortened the tenor of HDB loans
 • Refined the executive condominium 

housing scheme

Sources: International Monetary Fund. Staff Report 
for the 2013 Article IV Consultation; JP Morgan 
Economic Research Note. 




