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Executive summary

Highlights
April 2013
Outlook for 2013-17

® The Economist Intelligence Unit expects the People’s Action Party to remain in power during the
forecast period, following its victory in the May 2011 general election.

® Policymakers will continue to monitor international economic developments closely. Singapore is
among the countries in South-east Asia that are most vulnerable to low levels of demand in Western
economies.

® Reflecting prudent spending policies and rising fiscal revenue, Singapore’s government will post
budget surpluses equivalent to 1.1% of GDP on average in 2013-17.

® Qwing to continued global economic weakness in the near term, Singapore’s real GDP will expand by
only 2.3%1in 2013. Boosted by a recovery in external demand, average annual growth will then quicken
to 4.5%in 2014-17.

® Although two major drivers of inflation—namely housing and transport costs—will continue to exert
upward pressure on prices in the near term, the annual rate of inflation will slow to an average of 2.7%
in the forecast period.

® The Monetary Authority of Singapore (MAS, the central bank) will continue to use the exchange rate
as its main policy lever. The Singapore dollar will strengthen in the next five years, helping to reduce
inflationary pressures.

® The current account will remain in the black in the forecast period, owing to healthy surpluses on the
merchandise trade account.

Review

® Inits monetary policy announcementin April, the MAS said that it would continue to target modest
and gradual appreciation in the exchange rate.

® Inits quarterly assessment of economic developments, published in March, the MAS stressed
that the domestic economy would remain firmin 2013, with the construction sector contributing
significantly to growth.

® The economy contracted by 0.6% year on yearin the first quarter, according to advance estimates
(computed from data for January and February) published by the Ministry of Trade and Industry.

® Manufacturing output declined by 16.6% year on year in February, led by a 21% contractionin
electronics production. The fallin output was partly attributable to factory closures over the Chinese
New Year holiday period.

® The annual rate of inflation accelerated to 4.9% in February, from 3.6% in January, led by rising
costs for private transport and housing.

® Non-oil domestic merchandise exports declined by 30.6% in February, led by a 32% declinein the

exports of non-electronic goods.
© The Economist Intelligence Unit Limited 2013
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Outlook for 2013-17

Political outlook

Political stability

The Economist Intelligence Unit expects the centre-right People’s Action Party (PAP) to remain in
powerin 2013-17 following its victory in the May 2011 parliamentary election. Although the PAP
secured a huge majority, winning 81 seats out of 87, its share of the popular vote fell to 60.1%, from
66.6% at the 2006 election. Despite the handicaps imposed by Singapore’s electoral system and limits
on freedom of speech and assembly, the opposition managed to triple its representation from only
two seats (out of 84) in the previous parliament. The opposition parties also increased their combined
share of the vote from 33% to almost 40%. Two PAP cabinet members lost their seats, and for the first
time an opposition party, the Workers’ Party (WP), won a multi-seat constituency. The PAP has lost two
by-elections since the 2011 poll. In the second, held in January 2013, the ruling party lost its seat to
the WP (in first, the WP retained its seat). As a result, the PAP now holds 80 seats in parliament.

There are unlikely to be any notable changes to the electoral system in the near future. In the long
term, however, the mismatch between the PAP’s continued parliamentary dominance and its declining
popular support seems politically unsustainable. Every voting system has its flaws and idiosyncrasies,
but onein which 40% of the population who voted for opposition parties are represented by just six
legislators seems problematic. At the very least, such results lend support to critics who argue that
Singapore’s political system is designed to enable the PAP to claim a permanent electoral mandate
rather than to reflect the popular will.

During his annual National Day Rally speech in August 2012 the prime minister, Lee Hsien Loong,
said that he was launching a “national conversation” on issues affecting the city state. The initiative
can beinterpreted as a direct response to calls for broader popular participation in the democratic
process. However, the exclusion of opposition politicians from the committee appointed to oversee the
dialogue has led some critics to question the value of the initiative.

In February 2013 the city state saw a rare public protest, triggered by a government white
paper which projected that Singapore’s population would increase by 30%, to 6.9m, by 2030.
The demonstration highlighted the erosion of the PAP’s popularity as a result of rising prices, the
government’s immigration policy and growing inequality of incomes. The protest was a sign that
the ruling party needs to adapt and respond to people’s aspirations instead of deriving its political
legitimacy from its exemplary economic management. The administration responded by presenting
a budget for fiscal year 2013/14 (April-March) that addresses social issues such asimmigration
andincome inequality. The budget focuses on increasing productivity and reducing Singapore’s
dependence on foreign workers, in what itis hoped is a shift towards greater engagement and
accountability on the part of the ruling PAP.

Besides trying to alter its governing style, the PAP may also support modest electoral reforms, but
wholesale changes remain unlikely. In some ways, the ruling party can point to the 2011 election and
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its outcome as a step towards greater democracy and pluralism. Yet there seems to be a recognitionin
the PAP that the gulf between the shares of the popular vote received by the various parties and their
parliamentary representation mars the current system.

Itis nevertheless important not to exaggerate the fallin support for the PAP. The party remains
popular with the majority of the population. Throughout its long period in government it has managed
to deliver rising prosperity and promote social harmony, and its far-sighted policies have contributed
to the evolution of a successful and relatively harmonious multicultural society that enjoys a high
standard of living, with good education, healthcare, housing and transport. Indeed, Singapore’s
success has reportedly led China’s new president, Xi Jinping, to examine the city state’s model—with
its strong elements of centralised control—as a possible way forward for his own country’s political
development.

Election watch

The next parliamentary election is not due until 2016. In the absence of major changes to the political
system the PAP, which has ruled continuously for over 50 years, will continue to dominate politicsin
Singapore. The government will also maintain strict limits on freedom of speech and assembly, thereby
hampering the opposition. To shore up its popularity, the PAP has implemented reforms designed

to make it appear less hostile to political pluralism. Ultimately, however, the ruling party appears to

be trying to balance two potentially contradictory aims. On the one hand, the reforms can be seen

as a tacit acknowledgment by the PAP that it cannot remain overwhelmingly dominant as Singapore
becomes a more open and diverse society. On the other hand, the ruling party remains unwilling to
allow the opposition to influence signi=ficantly the direction of Singapore’s political and economic
development.

The next presidential election is due in 2017. The post of president is largely ceremonial, but
constitutionalamendments in 1991 gave the president certain reserve powers over government
expenditure of financial reserves and appoint-ments to important public offices—responsibilities that
the post’s holder is expected to retain in the forecast period. In the most recent presidential contest,
in August 2011, a former member of the PAP, Tan Keng Yam (known as Tony Tan), was elected for a
six-year term. There is no limit on the number of terms for which a president can serve. Singapore’s
constitution prohibits the president from being a member of any party, but all four candi~dates in the
last election had previous strong party affiliations.

International relations

Relations with Malaysia—Singapore’s closest neighbour—have warmed recently, partly owing to

the substantial opportunities that are emerging in the Iskandar Malaysia development zone in the
southern Malaysian state of Johor. The area is proving a magnet for investment by Singaporean
manufacturers and is acting as a focus forincreased collaboration between the two governments.
Singapore and Malaysia have also announced plans to build a high-speed rail link between the
Malaysian capital, Kuala Lumpur, and Singapore that will reduce travel time between the two countries
from four hours to 90 minutes. Greater connectivity will promote economic integration, bringing

© The Economist Intelligence Unit Limited 2013



Investing in Singapore
An assessment of the economic, political and healthcare outlook in Singapore

together Singapore’sinvestment and capital and Malaysia’s land and other natural resources.

Singapore will continue to seek ways to encourage greater economicintegration in Asia and
Australasia and to promote global free trade. In this respect, the city state will continue to play a
role at the forefront of moves to improve cooperation and integration among the ten members of
the Association of South-East Asian Nations (ASEAN). On a visit to the USin April, Mr Lee urged the
American administration to develop a more active trade agenda with ASEAN. As part of the proposed
Trans-Pacific Partnership (TPP, a regional trade agreement including a number of countries on both
sides of the Pacific) , the USis already conducting free-trade talks with Singapore and three other
ASEAN countries, namely, Malaysia, Vietnam and Brunei. Negotiations were concluded in December
2012 on a free-trade pact between Singapore and the EU (the city state’s second-largest trading
partner), further reinforcing Singapore’s status as a South-east Asian hub.

Economic policy outlook

Policy trends

Singapore’s policymakers will continue to keep a close eye on economic develop-ments in the EU
(real GDPin the euro zone is expected to contract by 0.4%in 2013) and the US (where the economic
rebound is promising but budget cuts could hamper growth). Singapore is among the countries in
South-east Asia that are most vulnerable to weak demand in Western economies. But the government
and the Monetary Authority of Singapore (MAS, the central bank) have in the past been adept at
managing expectations and implementing policies aimed at cushioning the impact of weak global
demand on the local economy.

In the budget for fiscal year 2013/14 (April-March), the government laid out a vision for sustainable
economic growth based onincreased productivity. Additionally, in a bid to curb soaring property prices
and reduce income inequality, it announced the introduction of a progressive tax structure. Tax rates
on high-value properties and luxury cars have been raised. Earlier this year, the government published
a controversial white paper on population that outlined policies designed to stave off the threat to
Singapore’s long-term economic prospects posed by a possible contraction in the labour force owing to
demographic factors. According to the document, Singapore’s population will need to rise to 5.8m-
6m by 2020 and to 6.5m-6.9m by 2030 if the government'’s targeted rate of economic growth is to be
achieved.

Fiscal policy

Singapore is expected to record modest fiscal surpluses in the forecast period. The government
forecasts a surplus of S$2.4bn (US$2bn) in 2013/14, equivalent to 0.7% of GDP. Officials have

revised up the budget surplusin 2012/13 to S$3.9bn (1.1% of GDP), from their initial estimate

of S$1.3bn (0.4%). The budget for 2013/14 focuses on efforts to restructure the economy and
increase productivity. Programmes to support businesses through this economic transition are being
introduced, ata cost of S$5.3bn over three years, and policies governing the hiring of foreign workers
are being tightened. Personal tax rebates and special transfers are expected to bring relief to lower-
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income house-holds struggling with rising prices. Additional funds amounting to S$1.8bn have been
allocated to several endowment funds for healthcare, education and the elderly.

Monetary policy

As one of the world’s most open economies, Singapore uses the exchange rate rather than official
interest rates as its main lever of monetary policy. At its six-monthly monetary policy meeting in April,
the MAS decided to leave unchanged its policy of targeting modest and gradual appreciationin the
exchange rate. However, in its accompanying statement the central bank made clear that its decision
reflected its concerns that wage-push inflation arising from the tightness of the labour market could
feed through to consumers laterin 2013. The MAS expects core inflation (which excludes private
transportand accommodation costs) to accelerate in the latter half of this year as wage increases feed
through into consumer price rises. By the time of the MAS’s next monetary policy meeting in October,
the Economist Intelligence Unit expects overallinflation to have slowed, thanks partly to measures
aimed at reducing speculative pressures in Singapore’s booming property market and policy initiatives
to bring down private transport costs. Inflation is set to moderate further, to 2.5% on average, in 2014
17, allowing the MAS to move to a neutral monetary policy stance.

Economic forecast

International assumptions

2012 2013 2014 2015 2016 2017
Economic growth (%)
US GDP 2.2 2.1 2.4 2.3 2.3 2.4
OECD GDP 1.4 1.3 2.1 2.2 2.2 2.2
EU27 GDP -0.3 -0.1 1.2 1.6 1.5 1.5
World GDP 2.1 2.2 2.9 2.9 2.9 2.9
World trade 2.7 4.0 5.2 5.4 55 5.6
Inflation indicators (% unless otherwise indicated)
US CPL 2.1 2.2 2.5 2.2 2.3 2.3
OECD CPI 2.2 2.0 2.3 2.3 2.2 2.2
EU27 CPL 2.6 2.0 2.0 2.2 2.1 2.2
Manufactures (measured in US$) -0.6 -1.8 1.3 0.8 1.0 1.9
0Oil (Brent; US$/b) 112.0 106.6 104.8 107.3 110.0 115.0
Non-oil commodities (measured in US$) -10.8 -1.5 -0.1 -0.8 3.5 2.4
Financialvariables
US$ 3-month commercial paper rate (av; %) 0.2 0.2 0.2 0.3 1.2 2.2
¥ 3-month Gensaki rate (av; %) 0.2 0.2 0.2 0.4 1.1 1.4
¥:US$ (av) 79.8 94.0 95.3 96.3 97.5 96.5
US$:€ (av) 1.29 1.33 1.31 1.27 1.26 1.26
S$:US$ (av) 1.25 1.23 1.21 1.20 1.18 1.16
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Economic growth

Singapore’s economy is expected to consolidate its recoveryin 2013. Although preliminary
government data indicate weakness in the city state’s economic per-formance in the first quarter,
when real GDP is estimated to have contracted by 0.6% year on year, the Economist Intelligence Unit
continues to expect the economy to expand by 2.3%in 2013. In 2013 economic expansion will be
driven by private consumption, which is expected to contribute 1.6 percentage points to the rate of
GDP growth, and by fixed investment (contributing 1.7 points). Growth in fixed investment will be
supported by publicinfrastructure projects. We expect exports of goods and services to grow by 1.7%
in 2013 as global trade picks up.

In 2014-17 real GDP growth will average 4.4% a year, helped by a steady strengthening in external
demand. Infrastructure develop-ment will continue to be a priority and will underpin growth in
public-sectorinvestment. Private-sectorinvestment will also increase, in line with renewed business
confidence.

After expanding by 1.2%in 2012, industrial production at factor cost will pick up to 3.5%in
2013, helped by a tentative recoveryin the crucial electronics segment. The recoveryin electronics
manufacturing will gather pacein 2014-17 on the back of strengthening global demand for
information technology products. Biomedical firms will play an increasingly important economic
rolein the forecast period. Although biomedical output can fluctuate significantly owing to factory
shut-downs as the product mix is altered, the subsector is less sensitive than the electronics industry
to changes in the rate of global economic growth. Steadily expanding external demand in 2014-17 will
boost entrepdt trade, while rising consumer confidence will support whole-sale and retail services.

Economic growth

% 20122 2013° 2014° 2015° 2016° 2017°
GDP 1.3 2.3 3.7 4.3 4.9 5.1
Private consumption 2.2 4.6 3.9 4.9 5.0 4.8
Government consumption -3.6 2.1 4.2 4.5 4.0 4.0
Gross fixed investment 6.6 6.6 5.8 5.7 5.9 5.6
Exports of goods & services 0.3 1.7 6.2 7.0 9.1 8.7
Imports of goods & services 3.2 1.5 6.9 7.9 9.8 9.1
Domestic demand 9.7 0.7 4.1 6.0 5.3 5.0
Industry 1.2 3.5 5.8 5.4 5.2 5.2
Services 1.2 1.7 2.6 3.7 4.8 5.0

3 Actual. ® Economist Intelligence Unit forecasts.

Inflation

Two major drivers of inflation, namely housing and transport costs, will continue to exert upward
pressure on prices in the near term. High transport cost are directly linked to the government’s policy
of restricting the number of vehicles on Singapore’s roads by limiting the supply of car-ownership
permits, the prices of which have consequently soared. In order to reinin permit prices, on February
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26th the government tightened lending terms and tenure limits for vehicle-purchase loans from banks
(excluding commercial-vehicle loans). On April 6th the restrictions were extended to apply to non-
bank entities that provide car loans. These measures are in addition to the higher taxes on purchases
of luxury carsimposed in the 2013/14 budget. However, in terms of housing costs, official attempts

to cool the property market through fiscal and macro-prudential measures appear to be having an
effect, given that imputed rents on owner-occupied rental properties have fallen in recent months. We
forecast headline inflation at 3.8%in 2013, after averaging 4.6% in 2012. Softer global com-modity
prices and a sustained appreciation in the value of the Singapore dollar will contribute to a further
moderation in the rate of inflation to 2.5% on average in 2014-17.

Exchange rates

As reflected in its monetary policy decision in April, the MAS will continue to support the steady
appreciation of the Singapore dollar against the US dollar in order to counteract the inflationary
pressures arising from a tight local labour market. We therefore expect the local currency to strengthen
in 2013, to an average of $$1.23:US$1. Assuming thatinflationary pressures moderate, the authorities
willattempt to bolster the city state’s international competitiveness by limiting the pace of the
Singapore dollar’s appreciation against the US dollar in 2014-17. The currency will nevertheless
continue to strengthen gradually, and will average $$1.16:US$1in 2017. Exchange-rate management
could be complicated by factors influencing the values of other currencies. Imbalances in the US and
European economies could also lead to periods of turbulence for the US dollar and the euro, in turn
causing volatility in Asian currency markets.

External sector

The current account will continue to post large surpluses in the forecast period, owing to healthy
surpluses on the merchandise trade account. Our trade forecasts are complicated by the fact that
data from national sources have been revised in recent months, and use a different methodology that
now classifies as merchandise some items that were previously in the services category. That said, we
continue to expect export revenue to rise in 2013-17. The pace of growth will be modestin the early
part of the forecast period as economic activity remains weak in Singapore’s major export markets.
After growing only sluggishlyin 2013, the import bill will expand strongly in 2014-17 as a result of

a steadyincreasein local demand. The value of Singapore’s exports will continue to exceed that of
its imports by a wide margin, resulting in a large merchandise trade surplus. The services account is
expected to dip into the red in 2013-17, having posted a large surplus in 2010 and smaller ones in
2011-12. Theincome account will stay in deficit throughout 2013-17. Income from abroad is forecast
to grow as local companies and the MAS enjoy a risein returns on overseas investments, butincome
payments will alsoincrease, in line with the profits made by foreign companies with subsidiariesin
Singapore.
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Forecast summary

(% unless otherwise indicated)

2012* 2013¢ 2014b 2015° 2016° 20170
Real GDP growth 1.3 2.3 3.7 4.3 4.9 5.1
Industrial production growth 0.4 2.1 5.2 5.9 5.7 5.6
Gross fixed investment growth 6.6 6.6 5.8 5.7 5.9 5.6
Unemployment rate (av) 2.0c 2.1 2.0 2.0 1.9 1.9
Consumer priceinflation (av) 4.6 3.8 2.9 2.3 2.4 2.3
Consumer priceinflation (end-period) 4.3 3.4 2.6 2.4 2.4 2.5
Money market rate 0.4 0.6 1.1 2.5 3.0 3.2
Government balance (% of GDP) 1.0c 0.7 1.0 1.2 1.3 1.2
Exports of goods fob (US$ bn)¢ 435.8¢c 450.3 486.3 517.2 562.2 609.0
Imports of goods fob (US$ bn)d 374.9c 377.4 406.8 434.8 478.4 521.1
Current-account balance (US$ bn) 51.4c 57.3 60.9 60.9 58.8 58.6
Current-account balance (% of GDP) 18.6¢ 19.6 19.2 17.6 15.7 14.2
External debt (end-period; US$ bn) 24.7c 29.1 29.8 31.6 34.1 37.0
Exchange rate S$:US$ (av) 1.25 1.23 1.21 1.20 1.18 1.16
Exchange rate S$:US$ (end-period) 1.22 1.23 1.21 1.19 1.17 1.15
Exchange rate S$:¥100 (av) 1.57 1.31 1.27 1.25 1.21 1.20
Exchange rate S$:€ (av) 1.61 1.63 1.59 1.52 1.49 1.46

2Actual.® Economist Intelligence Unit forecasts. c Economist Intelligence Unit estimates. d Local-currency data
converted to US dollars.
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Data and charts
Annual data and forecast

GDP
Nominal GDP (US$ bn)
Nominal GDP (S$ bn)
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Exports of goods & services
Imports of goods & services
Origin of GDP (% real change)
Industry
Services
Population and income
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GDP per head (US$ at PPP)
Recorded unemployment (av; %)
Fiscalindicators (% of GDP)
General government revenue
General government expenditure
General government balance
Net public debt
Prices and financialindicators
Exchange rate S$:US$ (end-period)
Exchange rate ¥:S$ (end-period)
Consumer prices (end-period; % change)
Producer prices (av; % change)
Stock of money M1 (end-period; % change)
Stock of money M2 (end-period; % change)
Lending interest rate (av; %)
Currentaccount (US$ m)
Trade balanced

Goods: exports fobd

Goods: imports fobd

Services balanced
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2008°

190.6
270
1.7

2.9
6.3
13.7
5.0
9.6

=172
4.5

4.8
40,974°
2.3

15.3
13.9
1.4
94.7

1.44
63.08
=57/
1.5
18.4
12.0
5.4

42,806
354,551
-311,744

=1l 55

2009°

188.8
275
-0.8

-0.5
4.2
-3.2
-1.6

-11.2

-1.6
-0.7

5.0
39,808b
3.0

13.8
14.7

=10
106.1

1.40
66.32
-0.5
-13.9
23.5
11.3
5.4

49,309
288,545
-239,236

-1,716

2010°

231.7
316
14.8

6.2
11.2
6.1
18.6
15.9

24.8
10.7

5.1
45,463b
2.2

14.1
13.9
0.2
101.7

%29
64.13
4.6
4.7
20.3
8.6
5.4

66,011
371,013
-305,002
2,309

20112

265.6
334
5.2

4.6
0.5
6.3
3.5
3.6

7.3
WA

5.2
47,658b
2.0

15.3
14.0
1.3
106.0

1.30
60.21
5.5
8.4
14.8
10.0
5.4

72,655
434,122
-361,467

694

2012° 2013¢ 2014¢
276.5% 292.8 317.8
346° 361 386
1.3? 2.3 3.7
2.2 4.6 3.9
-3.6° 2.1 4.2
6.6 6.6 5.8
0.3 1.7 6.2
3.2 1.5 6.9
1.2° 3.5 5.8
1.2° 1.7 2.6
5.4 5.5 5.7
47,513 48,185 49,610
2.0 2.1 2.0
15.7° 15.5 15.8
14.7 14.8 14.8
1.0 0.7 1.0
103.8 105.7 104.3
1.22° 1.23 1.21
70.81% 76.98 79.60
4.3 3.4 2.6
0.5 0.8 3.6
7.3 8.7 12.7
1.2 8.1 12.4
5.4 5.4 5.5
60,918 72,936 79,447
435,783 450,348 486,252
-374,866 -377,412 -406,805
388 -2,635 -4,686
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Annual data and forecast (continued)

2008 2009° 2010* 2011° 2012° 2013¢ 2014¢
Income balanced -8,688 -10,115 -1,124 -2,183 -3,136 -6,171 -6,760
Current transfers balanced -3,728 -3,996 -5,170 -5,852 -6,731 -6,862 -7,052
Current-account balance 28,840 33,482 62,026 65,314 51,437 57,269 60,950
External debt (US$ m)
Debt stock 25,511° 20,298° 21,822° 23,616° 24,651 29,077 29,761
Debt service paid 5,394° 5,045° 4,586° 4,460° 4,494 4,466 4,501
Principal repayments 4,320° 4,235 3,930° 3,833° 3,933 3,934 3,934
Interest 1,074° 810° 656° 627° 562 532 566
International reserves (US$ m)
Totalinternational reserves 173,981 187,803 225,715 237,874 255,001 274,891 299,631

2 Actual. ® Economist Intelligence Unit estimates. ¢ Economist Intelligence Unit forecasts. ¢ Local-currency data converted to US dollars.
Source: IMF, International Financial Statistics.

Quarterly data

2011 2012

1Qtr 2Qtr 3Qtr 4Qtr 1Qtr 2Qtr 3Qtr 4Qtr
General government finance (S$ m)
Revenue 11,909 13,572 14,113 11,391 12,001 14,700 14,554 20,546
Expenditure 11,948 6,483 8,165 8,415 12,088 6,055 8,113 11,390
Balance -39 7,089 5,948 2,976 -87 8,645 6,441 9,156
Output
GDPat 2000 prices (S$ m) 75,550 74,988 75,617 75,177 76,605 76,624 75,718 76,326
GDP at 2000 prices (% change, year on year) 9.7 1.6 6.0 3.6 1.4 2.2 0.1 1.5
Manufacturing index (2007=100) 101.2 99.3 99.4 99.9 100.2 103.5 98.1 99.7
Manufacturing index (% change, year on year) 19.0 -3.8 8.9 9.3 -1.1 4.2 -1.4 -0.2
Employment, wages and prices
Employment change per quarter (“000) 28.3 24.8 31.9 n/a n/a n/a n/a n/a
Residents unemployment rate
(seasonally adjusted; % of labour force) o8 >0 &9 &9 >0 28 &8 &0
Average nominal wages, industry (S$ per month) 4,677 4,048 3,956 4,655 4,717 4,162 4,078 4,773
Consumer prices (2004=100) 106.3 107.1 109.2 110.2 111.5 112.7 113.8 114.6
Consumer prices (% change, year on year) 5.2 4.7 5.5 5.5 4.9 5.3 4.2 4.0
Wholesale prices (2000=100) 109.5 111.3 109.4 112.8 115.5 1111 109.8 108.6
Wholesale prices (% change, year on year) 6.2 7.8 9.3 10.4 5.6 -0.2 0.3 -3.7
Financialindicators
Exchange rate S$:US$ (av) 1.28 1.24 1.23 1.29 1.26 1.26 1.25 1.22

© The Economist Intelligence Unit Limited 2013 11



Investing in Singapore
An assessment of the economic, political and healthcare outlook in Singapore

Quarterly data (continued)

2011 2012

1Qtr 2Qtr 3Qtr 4Qtr 1Qtr 2Qtr 3Qtr 4Qtr
Exchange rate S$:US$ (end-period) 1.26 1.23 1.30 1.30 1.26 1.27 1.23 1.22
Deposit rate (av; %) 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1
Lending rate (av; %) 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4
M1 (end-period; S$ m) 116,963 122,318 128,135 129,129 128,880 130,385 132,188 140,709
M1 (% change, year on year) 20.6 19.4 20.0 14.8 10.2 6.6 3.2 9.0
M2 (end-period; S$ m) 413,280 423,534 434,828 443,358 453,492 451,110 461,174 475,393
M2 (% change, year on year) 8.8 10.7 11.2 10.0 9.7 6.5 6.1 7.2

Singapore Straits Times Index
(end-period; Aug 31st 1989=1,356)
Singapore Straits Times Index

3,105.9 3,120.4 2,675.2 2,646.4 3,010.5 2,878.5 3,060.3 3,167.1

(% change, year on year) 7.6 10.0 -13.6 -17.0 -3.1 -7.8 14.4 19.7
Sectoral trends (% change, year on year)
Electronic goods production 9.7 -10.0 -23.1 -23.9 -17.7 -9.1 -8.6 n/a
Chemicals production 17.9 6.8 -0.2 =£).3} -6.6 =2 1.4 n/a
Pharmaceuticals production 33.4 -15.3 71.0 78.0 18.5 29.6 5.4 n/a
Foreign trade (S$ bn)
Exports fob 124.7 128.2 131.0 130.9 130.6 130.0 125.5 124.3
Imports cif 110.1 116.3 116.1 117.3 121.6 121.6 114.6 116.8
Trade balance 14.6 12.0 14.9 13.7 9.0 8.4 10.9 7.4
Balance of payments (S$ m)
Merchandise trade balance fob-fob 23,601 20,627 22,982 24,186 19,191 20,092 20,614 16,231
Services balance 415 -328 1,062 -276 924 -425 113 -128
Income balance -488 137 -654 -1,741 -141 -1,147 -1,641 -991
Net transfer payments -1,815 -1,719 -1,883 -1,945 -2,099 -1,907 -2,109 -2,297
Current-account balance 21,713 18,718 21,507 20,224 17,875 16,614 16,977 12,815
Reserves excl gold (US$ m; end-period) 232,016 240,036 231,266 235,362 241,168 240,964 249,681 256,841
Sources: Department of Statistics; IMF, International Financial Statistics; Ministry of Manpower; Ministry of Trade and Industry, Economic Survey of
Singapore.
Monthly data

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Exchange rate S$:US$ (av)
2011 1.288 1.277 1.269 1.248 1.237 1.235 1.217 1.209 1.251 1.279 1.290 1.296
2012 1.281 1.254 1.258 1.252 1.263 1.278 1.262 1.249 1.232 1.225 1.223 1.221
2013 1.229 1.238 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
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Monthly data (continued)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Exchange rate S$:US$ (end-period)
2011 1.287 1.274 1.262 1.228 1.233 1.229 1.204 1.205 1.300 1.250 1.296 1.301
2012 1.255 1.247 1.257 1.237 1.288 1.274 1.245 1.252 1.225 1.221 1.221 1.222
2013 1.239 1.236 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Real effective exchange rate (CPI basis; 2000=100)
2011 116.20 115.87 116.16 117.08 117.78 118.13 119.53 119.90 118.06 116.76 116.60 117.10
2012 118.50 119.54 121.03 122.23 121.92 122.24 122.71 123.37 125.07 124.98 125.32 126.85
2013 126.99 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Money supply M1 (% change, year on year)
2011 21.4 18.4 20.6 22.1 19.5 19.4 19.8 19.9 20.0 19.2 16.8 14.8
2012 13.1 11.5 10.2 7.8 7.2 6.6 6.9 4.7 3.2 4.0 5.3 9.0
2013 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Money supply M2 (% change, year on year)
2011 8.5 8.7 8.8 11.0 10.8 10.7 11.9 11.4 11.2 10.3 10.1 10.0
2012 9.9 9.5 9.7 6.4 6.7 6.5 5.9 7.2 6.1 5.4 6.2 7.2
2013 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Manufacturing production (% change, year on year)
2011 25,5 11.0 20.0 -7.0 -14.9 13.3 5.4 14.3 7.5 6.6 =23 25.1
2012 -10.0 12.2 -3.5 -1.9 6.4 7.9 2.1 -2.8 -3.6 -5.2 2.9 -0.6
2013 0.0 -16.4 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Deposit rate (av; %)
2011 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.1
2012 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
2013 0.1 0.1 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Lending rate (av; %)
2011 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4
2012 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4 5.4
2013 5.4 5.4 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Singapore Straits Times Index (end-period; Aug 31st 1989=1,356)
2011 3,180 3,011 3,106 3,180 3,160 3,120 3,189 2,885 2,675 2,856 2,702 2,646
2012 2,907 2,994 3,010 2,979 2,773 2,878 3,036 3,025 3,060 3,038 3,070 3,167
2013 3,283 3,270 3,308 n/a n/a n/a n/a n/a n/a n/a n/a n/a
Consumer prices (av; % change, year on year)
2011 5.5 5.0 5.0 4.5 4.5 5.2 5.4 5.7 5.5 5.4 5.7 5.5
2012 4.8 4.6 5.2 5.4 5.0 5.3 4.0 3.9 4.7 4.0 3.6 4.3
2013 3.6 4.9 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
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Monthly data (continued)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Wholesale prices (av; % change, year on year)
2011 3.2 6.9 8.6 8.2 7.2 8.0 9.0 8.1 11.0 11.6 11.7 7.8
2012 7.9 4.8 4.1 1.2 0.7 -2.4 -1.5 2.1 0.5 -2.0 -4.8 -4.3
2013 -3.9 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Total exports fob (S$ bn)
2011 42.4 36.2 46.0 42.5 42.3 43.4 42.1 44.4 44.4 43.4 42.9 44.6
2012 40.5 45.1 45.0 43.2 43.6 43.2 42.2 41.7 41.5 44.1 41.7 38.5
2013 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Totalimports cif (S$ bn)
2011 36.4 31.4 42.3 38.1 39.3 38.8 36.6 41.8 37.8 38.6 41.7 37.0
2012 39.3 39.7 42.6 38.7 41.6 41.2 38.7 38.3 37.6 40.6 39.8 36.4
2013 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Trade balance fob-cif (S$ bn)
2011 6.1 4.8 3.7 4.4 3.0 4.6 5.6 2.7 6.7 4.8 1.2 7.6
2012 1.2 5.5 2.4 4.5 2.0 2.0 3.5 3.5 3.9 3.5 1.9 2.0
2013 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Foreign-exchange reserves excl gold (US$ bn)
2011 225.0 228.7 232.0 240.3 237.7 240.0 246.9 246.8 231.3 243.0 238.6 235.4
2012 243.1 244.6 241.2 243.6 235.3 241.0 241.7 243.7 249.7 251.7 253.3 256.8
2013 256.3 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

Sources: IMF, International Financial Statistics; Haver Analytics; Department of Statistics.
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Annual trends charts
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I Monthly trends charts
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Comparative economic indicators, 2012
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Country snapshot
Political structure

Official name
Republic of Singapore

Form of state

Parliamentary democracy

The executive

The prime minister and the cabinet are appointed by the
president and are responsible to parliament

Head of state

The president, Tan Keng Yam (known locally as Tony Tan), took
office for a six-year term on September 1st 2011

National legislature

Unicameral parliament, which sits for five-year terms. Since
the May 2011 general election the legislature has had 87
elected members: 12 members of parliament (MPs) are directly
elected from single-member constituencies, and 75 are elected
in teams of four to six to represent the 15 group representation
constituencies (GRCs). At least one member of any group
standing for a GRC must be of non-Chinese ethnicity. Nine
nominated MPs and up to nine non constituency MPs also sitin
parliament but have only limited voting rights

Legal system

Courts of firstinstance ultimately lead, on appeal, to the
Supreme Court, members of which are appointed by the
president

National elections

The most recent parliamentary election took place in May 2011,
and a presidential election was held in August that year. The
next parliamentary election must take place by 2016, and the
next presidential poll will be held in 2017

National government

The ruling People’s Action Party (PAP) won 60.1% of the vote
(or 81 seats in parliament) in the 2011 election. The new
cabinet was unveiled in May 2011

© The Economist Intelligence Unit Limited 2013
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Main political organisations

Government: PAP

Opposition: Workers’ Party (WP), Singapore People’s Party
(SPP); Singapore Democratic Alliance (SDA), Singapore
Democratic Party (SDP), Democratic Progressive Party (DPP);

Reform Party (RP)

Main members of cabinet
Prime minister
Prime Minister’s Office

Deputy prime ministers

Lee Hsien Loong
SIswaran

Teo Chee Hean

Tharman Shanmugaratnam

Key ministers
Communication & the arts
Defence

Education

Environment

Finance

Foreign affairs

Health

National development
National security & home affairs
Trade & industry

Transport

Yacoob Ibrahim

Ng Eng Hen

Heng Swee Keat

Vivian Balakrishnan
Tharman Shanmugaratnam
K Shanmugam

Gan Kim Yong

Khaw Boon Wan

Teo Chee Hean

Lim Hng Kiang

Lui Tuck Yew

Chairman of the Monetary Authority of Singapore

Tharman Shanmugaratnam
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Basic Data

Land area

710.2 sq km (including smallerislands)

Population

5.2m (mid-2011; 3.8m excluding non-residents)

Climate

Tropical

Weather (altitude 10 metres)

Hottest month, May, 24-32°C (average daily minimum and maximum); coldest month, January, 23-30°C; driest month, July, 70
mm average rainfall; wettest month, December, 244 mm average rainfall

Languages

English, Chinese, Malay and Tamil

Measures

The metric system is now predominant

Currency

Singapore dollar (S$); S$1 =100 cents. Average exchange ratesin 2012: S$1.25:US$1, $$1.56:¥100
Fiscalyear

April-March

Time

8 hours ahead of GMT

Public holidays

January 1st (New Year’s Day); February 10th-11th (Chinese New Year); March 29th (Good Friday); May 1st (Labour Day); May 24th
(Vesak Day); August 8th (Hari Raya Puasa); August 9th (National Day); October 15th (Hari Raya Haji); November 3rd (Deepavali);
December 25th (Christmas Day)
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Recent analysis
April 24th 2013

Consumer price inflation eases in March

Event

The consumer price index (CPI) rose by 3.5% year on yearin March, easing from a 4.9% gainin
February.

Analysis

Priceincreases moderated across the board in March, led by an easing in private transport costs.
Although these costs rose by a strong rate of 8.6% year on yearin March, it represented a significant
deceleration from the 17.4% gainin February. In a joint statement, the Monetary Authority of
Singapore (MAS, the central bank) and the Ministry of Trade and Industry said that the decelerationin
private transport inflation reflected lower prices of Certificates of Entitlement (which grant the buyer
the right to own, register and use a car) in February and price adjustments by car dealers following the
introduction of financing restrictions on motor-vehicle loans. In particular, with car loans now limited
to a maximum of 60% of the purchase price and a repayment period of no more than five years, dealers
have had to lower pricesin order to stoke demand. The MAS and trade and industry ministry also noted
that the contribution of private road transport costs to headline inflation fell to 1.2 percentage points
in March, less than one-half of its contribution in February.

Housing costs, the heaviest-weighted component of the CPI, also showed some moderation, rising
by 4.1% year on yearin March, slightly down from 4.2% in February. Food prices meanwhile increased
by 1.8%in March, following a gain of 2.3% in February, while services costs rose by 2.5%, down from
2.7%in the previous month. Core inflation (which excludes accommodation and private transport
costs) eased to 1.7%in March, from 1.9% in February. This was helped by moderate increases in food
prices and a decline in the prices of oil-related items over the month.

Going forward, the MAS and the trade and industry ministry expectimported inflation to remain
subdued this year. However, both parties expect domestic cost pressures to persist amid continued
tightnessin the labour market. The authorities now expect core inflation to accelerate moderately
inthe second half of the year and average 1.5-2.5%in 2013 as a whole, down from its previous
expectation of 2-3%. By contrast, the MAS has downgraded its headline inflation target range for
2013 to 3-4%, from 3.5-4.5% previously.

Impact on the forecast

The latest data support our forecast of a moderation in consumer price inflation in 2013, to 3.8% on
average, from 4.6%in 2012.
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April 19th 2013

Slide in exports slows in March

Event

Non-oil domestic exports (NODX) fell by 4.8% year on year in March, slowing from a 30.6% slump in
February, according to the latest data released by International Enterprise Singapore (IES, the city
state's official trade-promotion body).

Analysis

Once again, weakness in overseas sales was led by electronics exports, which fell by 17.9% year on
year after slumping by 27.4% in February. Exports of non-electronic goods saw a turnaround in March,
rising by 2.3% year on year, following a drop of 32.1% in February. On a month-on-month, seasonally
adjusted basis exports grew by 8% in March, after falling by a revised 2.5% in February and by 1.8%in
January. Export receipts in March increased to S$14.3bn (US$11.9bn), from S$13.2bnin February.

The year-on-year contraction in electronic exports in March was led by three segments that have
seen overseas sales shrinkin every month so far this year, namely parts of personal computers (down
by 19.3% year on year, after falling by 43.2% in February and 17.9% in January), integrated circuits
(down 17%) and disk-media products (down 36.7%). The continued contractionsin exports of these
productsindicate a global shiftin preferences towards smartphones and other new related technology.
They also suggest that manufacturers in Singapore may be winding down production of these kinds of
goods due to a lack of demand.

The rebound in non-electronic NODX in March was led by printed matter (with exports up by 315.9%
year on year) and medical apparatus (up by 30%). Exports by the closely watched pharmaceutical
sector showed a small year-on-year rebound of 2.9% in the month, after plummeting by 56.5% in
February.

According to IES, total exports to the EU, the city state's biggest export destination, fell by 16.2%
year on yearin March, while those to the US were down by 10.8%. Sales to Singapore's nearest
neighbour, Malaysia, extended their 25.6% decline in February, falling by 21.3% year on yearin March.
Receipts from all of Singapore's ten largest export markets fell, with the exception of those from China
(which rose by 1.2% year on year) and Japan (which were up by 2.9%).

Impact on the forecast

The latest data are in line with our forecast of a moderate revivalin Singapore's exports this year. We
expect exports to grow by 1.7%in 2013, on the back of relatively strong regional trade.
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April 17th 2013

Retail sales fall more steeply in February

Event

Retail sales fell by 2.7% year on yearin February, compared with a contraction of 2% in January,
according to data released by the Department of Statistics (DOS) on April 15th.

Analysis

The declinein retail salesin February was led by a 39.7% year-on-year decline in motor-vehicle sales.
This weak performance followed a 10.5% increase in January. The decline can be partly attributed to
high prices for Certificates of Entitlement (permits to own and operate vehicles) and the tightening of
car-loan terms by the Monetary Authority of Singapore (MAS, the central bank) from February 26th.

Excluding motor-vehicle sales, retail sales rose by 10% year on yearin February. The strong rise was
assisted by the Lunar New Year festivities, which fellin February in this year, rather thanin January as
in 2012. Food and beverage sales, sales from supermarkets, sales of apparel and footwear, and sales by
department stores registered rapid annual growth rates between 19% and 56%.

On a month-on-month, seasonally adjusted basis, retail sales expanded by 3.6% year on year,
reversing the revised 1.2% fallin January. There were gains across all segments with the exception of
motor-vehicle sales, which fell by 12.3%. Excluding vehicle sales, retail sales grew at the healthy rate
of 7.8%. The spurtin retail sales (excluding vehicle sales) in February was led by retailers of medical
goods and toiletries, telecommunications apparatus and computers, watches and jewellery, and
appareland footwear.

Impact on the forecast

Retail sales have been declining since the beginning of 2013, but we continue to expect consumer
spending to pick up later this year. As a result, our forecast for economic growth remains unchanged.

April 15th 2013

No change in monetary policy

Event

Inits monetary policy statement on April 12th, the Monetary Authority of Singapore (MAS, the
central bank) announced that it would maintain its policy of a modest and gradual appreciation in the
exchange rate.
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No change in monetary policy (continued)

Analysis

The central bank will keep the nominal effective exchange rate (NEER) band of the Singapore dollar
unchanged. The MAS appears to have ignored provisional GDP data showing that the economy
contracted by an annualised rate of 1.4% quarter on quarterin the first quarter of 2013. The
contractionin GDP was led by a sharp decline in the biomedical and transport-engineering sectors.
The MAS remains optimistic about the city state's growth prospects. Although it expects outputin
the manufacturing and export-oriented services sectors to expand gradually in 2013, it stresses that
domestically oriented sectors, such as construction, will remain resilient throughout the year.

The MAS said that its policy prescription was appropriate in terms of containing price pressures,
anchoring inflationary expectations and facilitating the restructuring of the economy towards
sustainable growth. Although concerns about imported inflation and commodity- and energy-led
price increases remain minor, the city state is gearing up for persistent price pressures arising from a
very tight labour market. The MAS expects labour shortages to push up core inflation (which excludes
transportand accommodation costs) in the latter half of this year as wage pressures feed through
into consumer prices. The government has tightened restrictions on foreign workers, and is pushing
companies to increase productivity. The MAS expects consumer prices to increase by 3-4%in 2013,
lower than its projection of 3.5-4.5% for 2012.

The central bank expects Singapore's economy to expand modestly this year on the back on of an
improved world economic outlook, with growth in the US underpinned by private demand, and a pick-
upin the housing market and fiscal stimulus-led growth in Japan.

Impact on the forecast

Our forecast already assumes that the Singapore dollar will appreciate mildlyin 2013-17, and we will
not be revising our exchange-rate forecast in the light of the latest monetary policy announcement.

April 15th 2013

GDP contracts in first quarter of 2013

Event

A declinein the manufacturing sector depressed overall economic activity in the first quarter.
According to advance estimates from the Ministry of Trade and Industry (MTI), real GDP contracted
by a seasonally adjusted annualised 1.4% quarter on quarterin January-March, reversing a 3.3%
expansion in the previous quarter.
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GDP contracts in first quarter of 2013 (continued)

Analysis

GDP was dragged down in the first quarter by a contraction in the manufacturing sector, whose
output fell by 11.3% year on year. The MTI stated that the drop in manufacturing output was largely
attributable to a huge declinein production in the biomedical cluster.

Itis worth noting thatin the final quarter of 2012 the manufacturing sector expanded by 3.1%,
but this figure represented a significant upward revision relative to the advance estimate. Advance
estimates for the last quarter of 2012 indicated a contraction in the manufacturing sector of 10.8%
quarter on quarter. But the manufacturing sector expanded strongly in December, and growth was
driven by a rebound in the output of the biomedical-manufacturing and transport-engineering
clusters, according to the MTI.

The latest advance estimates are calculated based on data for the first two months of this year. It is
possible that the inclusion of the March data will result in a different outcome. The picture will become
clearer after trade and industrial output data for March are released laterin April.

There was better news from other sectors of the economy. The construction sector grew by an
annualised 15.1% quarter on quarter, reversing a contraction of 3.9% in the previous quarter. The MTI
attributed the rebound largely to a recoveryin private-sector building activity. Service industries grew
by 1.8% in the quarter, slowing from a 2.5% rise in the previous quarter.

On a year-on-year hasis the economy contracted by 0.6% in the first quarter, compared with growth
of 1.5%in the preceding quarter. The manufacturing sector contracted by 6.5% in the first quarter,
extending a 1.1% decline in the previous quarter. The MTI did notindicate that it would be updating its
target GDP growth rate for 2013 from its earlier projection of 1-3%.

Impact on forecast

We will not be revising our forecast of GDP growth of 2.3%in 2013 in the light of the latest data, as
these are advance estimates and take into account only data for the first two months of the quarter. We
continue to expect economic activity to pick up in the second half of the year.

April 2nd 2013

Driving up motoring costs

Amid increasing affluence, Singapore's quota system has shown itself inadequate in curtailing
demand for vehicle ownership. It has also failed to ease traffic congestion in the city state,

and this has prompted the government to adopt additional measures in recent months. At the
same time, the quota system has pushed up consumer price inflation. Given the high cost of car
ownership, which restricts it to the wealthy, we expect luxury cars to outsell smaller and more
modest vehicles in the next few years.
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Driving up motoring costs (continued)

After Malaysia, Singapore has the highest car-ownership rate per head of populationin any of the
countries making up the Association of South-East Asian Nations (ASEAN). However, ownership per
head, which stood at an estimated 110 vehicles per 1,000 people in 2012, remains much lower than

in European countries with comparable levels of prosperity. The low car-ownership rate in Singapore
reflects the impact of tight government regulations aimed at controlling traffic congestion, which have
resulted in prohibitively high vehicle prices. Purchasers must pay several levies on top of the basic
price fora car, including the obligation to purchase a Certificate of Entitlement (CoE, which confers the
right to own, register and use a car).

The government has historically attempted to control pollution and congestion by regulating the
number of CoEs thatitissues. The permits are granted through a bidding process. The number of CoEs
issued each month is a function of the number of vehicles taken off the road, the permissible level

of growth in the number of vehicles on the city state's roads and the number of CoEs that have been
cancelled or have expired.

High premiums

In the most recent round of bidding for CoEs, on March 27th, premiums for category B cars (those with
engine sizes of 1601cc and above, comprising the luxury-car segment) increased by 27.2% compared
with the previous auction held on March 13th, to $$73,900 (US$59,000), while premiums for category
A cars (1600cc and below) dipped by 14% to S$64,209. The persistently high level of premiums
suggests that recent government measures have failed to dampen demand significantly. One factor
underpinning demand is the fact that credit companies are still providing full-term loans to car buyers.
In February the Monetary Authority of Singapore (MAS, the central bank) mandated that bank loans
for vehicles with an open-market value up to S$20,000 will be capped at 60% of the price, while loans
for those costing more than $$20,000 will face a cap of 50%. Additionally, since February 26th, when
these norms came into effect, the length of car loans has been capped at five years.

High car-ownership premiums have also contributed to anincrease in consumer price inflation. The
rate of consumer price increasesin 2012 averaged 4.6% in Singapore, compared with just 1.7%in
Malaysia and 3.1%in the Philippines. In Singapore, the transport component has a weighting of
15.5% in the consumer price index; prices in this category rose by 7% last year. Within the transport
category, private transport costs were up by an average 7.7%in 2012, and inflation in this component
continued to accelerate at the start of this year, to reach 10.5%in January.

The defiance of affluence

With increasing levels of affluence in Singapore, the quota system has been inadequate to curtail the
demand for vehicle ownership, and has also failed to ease congestion. Luxury cars remain popular

in the city state: BMW of Germany led the car marketin 2012, with a share of 18%, while Daimler of
Germany (the maker of the Mercedes-Benz marque) was in second place.
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Driving up motoring costs (continued)

They were followed by Toyota of Japan and another German firm, Volkswagen. Toyota's share of the
market has fallen dramatically over the past decade, from over 28% in 2002 to 15%in 2012. Other
Japanese carmakers, such as Nissan and Honda, have also seen their market share decline as German
carmakers have made gains at their expense, partly reflecting growing demand in Singapore for luxury
cars.

Outlook

The declinein Japanese carmakers' market sharesin Singapore reflects falling demand for small

cars. New registrations of category A cars have fallen by over 80% since 2006, while registrations of
category B cars have seen a smaller decline, at 66%. Since 2010, category B cars have outsold category
Avehicles. Given the high cost of car ownership in Singapore, which restricts it to the wealthy, we
expect this to continue to be the casein the next few years.
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Healthcare industry forecast

(Forecast closing date: March 1st 2013)

Market data at a glance
Healthcare at a glance
2008 2009° 2010° 2011° 2012° 2013¢ 2014¢ 2015¢ 2016¢ 2017¢
Life expectancy, average (years) 82.3 82.8 83.1 83.4 83.8 84.1 84.4 84.7 85.0 85.2
Life expectancy, male (years) 80.1 80.7 81.1 81.3 81.5 81.7 81.9 82.1 82.3 82.6
Life expectancy, female (years) 84.5 85.1 85.3 85.8 86.2 86.6 87.1 87.5 87.8 88.1
Infant mortality rate (per 1,000 live births) 3.2 3.4 2.8 2.8 2.8 2.7 2.7 2.7 2.6 2.6
Healthcare spending (S$ m) 9,708 11,261 12,637 13,364 13,753 14,149 15,126 16,183 17,318 18,625
Healthcare spending (% of GDP) 3.6 4.1 4.0 4.0 4.0 3.9 3.9 3.9 3.9 3.9
Healthcare spending (US$ m) 6,862 7,742 9,268 10,623 11,006 11,488 12,470 13,495 14,657 16,066
Healthcare spending (US$ per head) 1,418 1,553 1,825 2,042 2,046 2,080 2,200 2,328 2,474 2,652
Healthcare (consumer expenditure; US$ m) 5,397 5,886 6,975 8,294 8,951 10,174 11,357 12,537 13,956 15,577
3Actual. "Economist Intelligence Unit estimates. cEconomist Intelligence Unit forecasts.
Source: The Economist Intelligence Unit.
Market opportunities
2008*  2009° 2010° 2011° 20122 2013° 2014° 2015° 2016° 2017°
Population (m) 4.8 5.0 5.1 5.2 5.4 55 5.7 5.8 5.9 6.1
GDP (US$ bn at market exchange rates) 190.6  188.8  231.7  265.6 276.5 293.1 318.1 345.1 374.9 410.9
GDP per head (US$ at market exchangerates) 39,385 37,879 45,637 51,058 51,401 53,052 56,133 59,535 63,262 67,839
GDP (US$ bn at PPP) 198.3¢  198.4¢ 230.8° 247.9° 256.1° 267.3 282.9 300.9 321.3 344.6
GDP per head (US$ at PPP) 40,974 39,808° 45,463° 47,658° 47,606° 48,395 49,910 51,901 54,221 56,886
Personal disposable income (US$ bn) 90.5 83.2 97.7  115.9° 124.3°* 139.9 1547 169.1 186.4 206.0
Median household income (US$) 65,069 58,303 67,004 77,831° 81,746° 90,063 97,509 104,386 112,660 121,895
Household consumption (US$ bn) 75.8 73.5 86.3 101.7  108.5 121.8 134.6 147.2  162.4 179.7
Household consumption per head (US$) 15,670 14,750 17,000 19,550 20,160 22,060 23,760 25,390 27,410 29,670
Exports of goods & services (% change) 5.0 -7.6 18.6 3.5 0.3 1.7 6.2 7.0 9.0 8.9
Imports of goods & services (% change) 9.6 -11.2 15.9 3.6 3.2 1.5 6.9 8.0 9.8 9.3
3 Actual. ® Economist Intelligence Unit forecasts. ¢ Economist Intelligence Unit estimates.
Source: The Economist Intelligence Unit.
Keyindicators
20082 2009° 2010* 2011° 2012° 2013° 20140 2015° 2016° 2017°
Real GDP growth (%) 1.7 -0.8 14.8 52 1.3 2.3 3.7 4.1 4.7 5.1
Consumer price inflation (av; %) 6.6 0.6 2.8 5.2 4.6 3.8 2.9 2.3 2.4 2.3
Budget balance (% of GDP) 1.4 -1.0 0.2 1.3 1.0 0.7 1.0 1.2 1.3 1.2
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Key indicators (continued)

2008° 2009° 2010° 2011° 20122 2013b 2014° 2015°

Current-account balance (% of GDP) 13.8 16.0 24.0 21.5 17.6¢ 19.5 18.9 17.1
Lending rate (av; %) 5.4 5.4 5.4 5.4 5.4 5.4 5.3 5.9
Exchange rate S$:US$ (av) 1.41 1.45 1.36 1.26 1.25 1.23 1.21 1.20
a Actual. b Economist Intelligence Unit forecasts. c Economist Intelligence Unit estimates.
Source: The Economist Intelligence Unit.
Healthcare spending, international comparison
(% of GDP)

2008° 2009? 2010° 2011° 20122 2013¢ 2014¢ 2015¢
Singapore 3.6 4.1 4.0 4.0 4.0 3.9 3.9 3.9
us 16.1 16.5 17.6 17.9b 18.0b 18.0 18.1 18.1
Japan 6.7 6.8 7.0 7.2b 7.3b 7.5 7.7 7.9
China 4.4 4.6 5.1 5.1b 5.2b 5.3 5.4 5.6
Germany 10.5 10.7 11.7 11.6 11.5b 11.5 11.6 11.6

a Actual. b Economist Intelligence Unit estimates. c Economist Intelligence Unit forecasts.

Source: The Economist Intelligence Unit.

Healthcare spending

Five-year forecast

® Spending on healthcare in Singapore is relatively low as a percentage of GDP, at an estimated 4% in
2012, itis below the average of 5.5% of GDP for countries in Asia and Australasia. Spending will remain
fairly stable as a proportion of GDPin 2012-16

® Most spending on healthcare comes from private sector savings and state-run insurance funds. The
Economist Intelligence Unit expects the city state’s total healthcare spending to rise by an average

of 6.3% ayearin local-currency terms (and by 7.9% annually in US dollar terms) during the forecast
period.

® Building on the world-class reputation of Singapore’s healthcare services, which has been bolstered
by the city state’s growing clinical-research and biomedical industries, the government is promoting

the local healthcare industry as a regional centre of medical excellence. It is keen to promote not only
general surgery and medicine, but also specialist services, including cardiology and organ transplants.
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Income and demographics
2008*  2009* 2010° 20112 2012° 2013° 2014° 2015° 2016° 2017°

Nominal GDP (US$ bn) 190.6¢ 188.8° 231.7¢ 265.6° 276.5¢ 293.1 318.1 345.1 3749  410.9
Population (m) 4.8° 5.0° 5.1¢ 5.2¢ 5.4 55 5.7 5.8 5.9 6.1

GDP per head (US$ at PPP) 40,974 39,808 45,463 47,658 47,606 48,395 49,910 51,901 54,221 56,886
Private consumption per head (US$) 15,669 14,746° 17,000° 19,549¢ 20,163 22,056 23,757 25,393 27,410 29,675
No. of households (“000) 1,095¢  1,124¢ 1,148 1,173 1,198 1,223 1,249 1,276 1,303 1,331

No. of households with annual earnings above
US$5,000 (000)

No. of households with annual earnings above
US$10,000 (“000)

No. of households with annual earnings above
US$50,000 (“000)

No. of households with net wealth over US$1m (‘000) 118 212 288 315 330 338 361 383 409 440

a Economist Intelligence Unit estimates. b Economist Intelligence Unit forecasts. c Actual.

1,095 1,124 1,148 1,173 1,198 1,223 1,249 1,276 1,303 1,331
1,095 1,098 1,148 1,173 1,198 1,223 1,249 1,276 1,303 1,331

712 664 763 858 900 961 1,013 1,069 1,108 1,155

Source: The Economist Intelligence Unit.

I Healthcare spending
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Funding sources

® According to the World Health Organisation (WHO), 63.7% of Singapore’s healthcare spending
consisted of private expenditure in 2010, up from 48.6% in 2000. Of private spending, around 95% was
out-of-pocket expenditure.

® Direct government spending on healthcare has risen in recent years. In fiscal year 2010/11 (April-
March) a total of S$4.1bn (US$3.3bn) was allocated to the healthcare sector, accounting for 8.5%
of the government’s budget. In the 2013/14 fiscal year, healthcare spending is set to increase to
S$5.7bn.

® There are three major government-operated healthcare financing schemes, known as the 3Ms:
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Medisave, Medishield and Medifund. Medisave is a simple national savings scheme designed to enable
patients to save income for future healthcare expenses.

® Medishield is a low-cost insurance scheme, premiums for which can be paid out of Medisave
accounts, and is intended to provide patients with coverin the event that balances in their Medisave
accounts areinsufficient to meet their healthcare expenses. According to the latest available data, at
end-2010 there were 3m Medisave accounts, the average balance on which stood at $$16,900 (around
US$12,500), up from S$15,700 at end-2009. There were 3.3m Medishield members at end-2010, up
from 2.9m at end-2007.

® Medifund is an endowment fund that is financed by the government to provide a safety net for those
who cannot afford their part of subsidised healthcare expenses. In the budget presented in February,
the fund was topped up by S$1bn to stand at S$4bn at the start of 2012.

® Demand for care for the elderly is expected to increase steadily, and the governmentis making
progress in terms of managing this challenge. In 2002 it introduced Eldershield, an insurance scheme
aimed at providing payments to cover private nursing-home expenses, and, by end-2010, the scheme
had 921,000 policyholders, up from 882,000 a year before. However, the government is aware of the
need to expand the scheme, together with other initiatives, to ensure that Singaporeans are financially
prepared for old age. The Eldercare fund has been allocated an additional $$250m in the fiscal year
2013/14 budget and is now valued at S$3bn.

Healthcare: keyindicators

2008° 2009° 2010° 2011° 2012 2013¢ 2014¢ 2015¢ 2016¢ 2017¢

Life expectancy, average (years) 82.3 82.8 83.1 83.4 83.8 84.1 84.4 84.7 85.0 85.2
Life expectancy, male (years) 80.1 80.7 81.1 81.3 81.5 81.7 81.9 82.1 82.3 82.6
Life expectancy, female (years) 84.5 85.1 85.3 85.8 86.2 86.6 87.1 87.5 87.8 88.1
Infant mortality rate (per 1,000 live births) 3.2 3.4 2.8 2.8 2.8 2.7 2.7 2.7 2.6 2.6
Healthcare spending (S$ m) 9,708 11,261 12,637 13,364 13,753 14,149 15,126 16,183 17,318 18,625
Healthcare spending (% of GDP) 3.6 4.1 4.0 4.0 4.0 3.9 3.9 3.9 3.9 3.9
Healthcare spending (US$ m) 6,862 7,742 9,268 10,623 11,006 11,488 12,470 13,495 14,657 16,066
Healthcare spending (US$ per head) 1,418 1,553 1,825 2,042 2,046 2,080 2,200 2,328 2,474 2,652
Healthcare (consumer expenditure; US§ m) 5,397 5,886 6,975 8,294 8,951 10,174 11,357 12,537 13,956 15,577
Doctors (per 1,000 people) 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6
Hospital beds (per 1,000 people) 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5

3 Actual. ® Economist Intelligence Unit estimates. ¢ Economist Intelligence Unit forecasts.

Source: The Economist Intelligence Unit.
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I Healthcare spending
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Private health insurance

® The Private Medical Insurance Scheme allows private insurers to offer supplementary medical
insurance to members of the Central Provident Fund (a compulsory savings scheme to finance pension
payments). The cover provided is similar to that offered under Medishield.

@ We expect the proportion of private health insurance spending coming from out-of-pocket payments
(which stood at 85% in 2010, according to the WHO) to continue to fall, as government-backed
insurance schemes expand.

Healthcare provision

Healthcare recruitment

® There were an estimated 1.6 doctors and 4.8 nurses and midwives per 1,000 populationin 2010. The
ratios of doctors and hospital beds per 1,000 population will remain above the global average.

I Hospital beds and doctors, international comparison, 2011
(per 1,000 population)
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Hospitals and clinics

@ Singapore had 30 hospitals in 2010, with 15 each in the public and private sectors, according to

the Ministry of Health. The total capacity of the city state’s hospitals in that year was 11,500 beds.
Public sector hospitals are more important than the data suggest, as their average size, at 592 beds, is
greater than that of private hospitals, which have 175 beds on average.

® Singapore General Hospitalis the largest general hospitalin the public sector, with around 1,500
beds. Othersinclude the Kandang Kerbau Hospital, which specialises in caring for women and infants.
Tan Tock Seng is the largest hospitalin the private sector, with 1,200 beds.

® Provision of hospital beds is set to increase in the forecast period. A new hospital, Ng Teng Fong
General Hospital, is expected to be completed in 2014, while an adjoining community hospital, Jurong
Community Hospital, is projected to openin 2015.

® Government data show that there were around 343,000 admissions to public hospitalsin 2010,
compared with around 107,000 to private hospitals. In addition, public sector specialist outpatient
clinics recorded 4m attendancesin 2010, while public sector outpatient polyclinics (multi-purpose
clinics) chalked up 4.3m attendances.

® The private sector provides over 75% of all primary healthcare services, with government primary
health clinics accounting for the remaining share. The government pays 50% of the cost of treatment
at public sector clinics.

Pharma and biotech

International comparison

® Singaporeis animportant global trading hub that connects South-east Asia and the West, and the
city stateis a major re-exporter of pharmaceuticals. The government has encouraged the development
of the local pharmaceuticalindustryin recent yearsin order to reduce the country’s reliance on
electronic products as the main source of growth in exports and manufacturing.

Pharmaceutical sales
2008* 2009 2010° 2011® 2012 2013¢ 2014° 2015 2016¢ 2017¢

Pharmaceutical sales (US$ m) 663 642 779 934 1,008 1,095 1,199 1,328 1,458 1,570
a Actual. b Economist Intelligence Unit estimates. c Economist Intelligence Unit forecasts.

Source: The Economist Intelligence Unit.
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I Pharmaceutical sales
(US$ m)
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Five-year forecast

® The rate of growth in pharmaceutical sales in Singapore is expected to moderate in the early part

of the forecast period, as a slowdown in domestic demand growth prompts consumers to switch to
cheaper, generic drugs. However, the local economy is set to grow at an average annual rate of around
4%1in 2013-17, and, as a result, demand for branded drugs will strengthen again during that period.
Over-the-counter drug sales account for around one-third of the total value of pharmaceutical sales.

® We forecast that demand for pharmaceuticals will continue to expand in 2013-17. The value of sales
will rise from an estimated US$1.1bnin 2013 to nearly US$1.6bnin 2017, representing average annual
growth of 9.3%. In local-currency terms, sales are expected to increase to S$1.8bn in 2017, from an
estimated S$1.3bn in 2013.

® OQutput will continue to grow at a rapid pace, but there will be bouts of volatility, as domestic
production is driven by large, one-off orders from overseas and plants tend to sitidle while
maintenance work is being carried out or when the product mix is being changed.

® The Economic Development Board will continue to play a significant role in encouraging the
manufacture of biomedical and related products

I Pharmaceutical sales
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Pricing
® The Centre for Pharmaceutical Administration (CPA) authorises the manufacture and import of all

pharmaceutical products on the basis of quality, safety and effectiveness. Noimport taxes or duties are
imposed on imports of pharmaceutical products.

® The government maintains a Standard Drug List of subsidised medicines. There are no specific
regulations regarding pricing.

Item Price (US$) % of monthly personal disposable income Affordability rank
Aspirins, 100 tablets (supermarket) 15.48 1.08 20 out of 55
Routine check-up at family doctor (av) 56.60 3.96 9 out of 55
One X-ray at doctor’s office or hospital (av) 31.94 2.24 3 outof56
Visit to dentist, one X-ray and one filling (av) 156 10.94 17 out of 56

Note. Affordability rank: for each country the price of an item as a percentage of monthly personal disposable income is calculated. Countries
are ranked according to these percentages. The most affordable country will have the lowest percentage and be ranked first.

Generics

® All public hospitals are required to use generic products, which account for around one-fifth of
Singapore’s pharmaceutical market in terms of sales value—a slightly smaller share than in Malaysia.

® The Ministry of Health buys all pharmaceutical drugs for public hospitals through the CPA. All public
hospitals are required to use generic medicines. As a result, the market for branded drugsin Singapore
is of limited size.

Pharma and biotech supply dynamics

® Drug Houses of Australia (DHA) is one of Singapore’s largest manufacturers of generic
pharmaceutical products, accounting for around 10% of the local market. Other leading generic-drug
manufacturersinclude Green Cross, which was purchased by Ascent Pharmahealth of Australiain 2009.
(Ascentis itself now owned by Watson Pharmaceuticals of the US). Five firms account for a combined
share of around 40% of Singapore’s generic-drug market.

® Singapore’s strong intellectual property laws and well-developed trade links have enabled
it to attract substantial investment from research-based pharmaceutical companies, including
GlaxoSmithKline of the UK, Pfizer, Baxter of the US and Lonza and Roche of Switzerland.

® Many of these companies collaborate with Singapore’s research institutes. To further this
collaboration, the government has set aside S$3.7bn to encourage biotech research in 2011-15.
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Disease trends

Population health

® Despite the relatively low level of healthcare spending in Singapore, the city state’s health indicators
are good. In 2012 estimated average life expectancy at birth was 83.8 years; for males, it stood at 81.5
years, and, for females, 86.2 years. This compares favourably with average life expectancy of around 73
yearsin Malaysia, 75 yearsin Thailand, 78 yearsin the US and 79 years in Germany. The rate of infant
mortality stood at an estimated 2.7 per 1,000 live birthsin 2011.

I Life expectancy
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Demographic trends

® The total population (including both Singaporean residents and non-residents) reached 5.3m

in 2012, up from 4.3min 2005, primarily reflecting the substantialinflux of foreign workersin the
past five years. Singaporean residents (comprising citizens and permanent residents) accounted for
around 74% of the population in 2010, down from nearly 82% in 2004. The annual rate of growth in
the number of residents averaged just 1.7% in 2006-10, compared with growth of 10.5% in the non-
resident population.

® Partly owing to rising resentment among Singaporeans regarding the influx of foreign workers, the
government will pursue measures to contain the size of the foreign workforce in the forecast period.
This means that the rate of population growth will slow slightly in 2013-17, to an average of 2.4%a
year, from 3.2% a yearin 2008-12.

® Singapore’s fertility rate has remained below the notional replacement rate of 2.1 births per
woman since 1976. In 2010 the fertility rate stood at 1.16 births per woman, down from 1.48in 1998,
according to Statistics Singapore. The government will keep in place policies aimed at encouraging
Singaporeans to have more children.

@ There are concernsin relation to the ageing of the population: the old-age dependency ratio (the
ratio of older residents to the working-age population) is set to rise to 0.10in 2016, from 0.09 in 2005.
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I Infant mortality rate
(per 1,000 live births)
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Major disease trends

® In general, Singapore has a developed-country profile for diseases. According to the health ministry,
in 2010 cancer, cardiovascular diseases and strokes accounted for around 60% of all deaths in the
city state.

I Old-age dependency ratio, international comparison
(%)
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Risk factors

® Singapore has one of the lowest rates of smoking in the region, with only around 12% of the
population lighting up regularly. The habit is more prevalent among men, with over 20% of men
smoking regularly, compared with only around 4% of women. Increasing numbers of young
Singaporean males are taking up smoking, but the overall number of smokers is falling. Health
concerns among smokers are rising, and growing numbers of smokers are switching to low-tar brands.
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I Population, over-65 age group
(m)
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Sources: US Bureau of Census; The Economist Intelligence Unit.
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