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Taimur Baig, Chief Economist e Amid a protracted slowdown in global trade
and continued uncertainty about the China-

US trade friction, Singapore’s economy
slowed sharply in 2Q

e The slowdown was evident across all key
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goods and services producing sectors

e 2Q advanced estimates cast a large shadow
on the 2019 outlook
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e We think MAS’ October policy meeting is
likely to entail a modest flattening of the SGD
NEER slope

e Given the ultra-dovish stance taken by G3
% Sharp slowdown in real GDP growth central banks, this likely move won’t change
6.0 our view of the SGD outlook against the USD
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4.0 We see the SGD trading at 1.36-1.41 in 2H19
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Since recovering from the global financial crisis,
Singapore has had a terrific track record of
-2.0 economic performance, with an average annual
real GDP growth of 4% (2011-18). After growing
by just 0.6% in 1H19 (taking into account this
2918 3Q18 4Q18 1Q19 2Q19 ., q d . h q
Source: Ministry of Trade and Industry, Singapore, DBS. 'mornlng s 2Q advanced estimates), that recor
2Q19 data are advanced estimates is on course to be dented.

-4.0

The slowdown (+0.1%yoy and -3.4%qoq, saar)
surprised us, as we had expected non-trade
related activities to largely hold up in 2Q. In the
event, there was considerable payback from
construction and services after a fairly healthy
1Q19 outturn. As a result, there was an across
the board contraction of activities on a qoq,
saar basis, dragging down growth considerably.
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The weakness in manufacturing was not
surprising; rather that forms a part of a year-
long trend. Both non-oil domestic exports and
manufacturing PMI readings have gotten
progressively weaker since mid-2018.
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Is there a chance the advanced estimates would
getrevised up? There isindeed, as June may not
have been as poor as April/May. Looking at
Chinese PMI data and global freight rates, we
see some signs of stabilisation, perhaps even a
rebound in June. Policy makers may not
however take that as a sure sign of a trough, as
global uncertainties remain considerable.

Baltic Dry Freight Index vs China Manufacturing PMI
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Against this backdrop, we think MAS’ October
policy meeting is likely to entail a modest
flattening of the SGD NEER slope. Note that SGD
NEER has tended to trade in the weaker half of
policy band during past easings. Given the ultra-
dovish stance taken by G3 central banks, this
likely move won’t change our view of the SGD
outlook against the USD. As for our exchange
rate forecast, we expect the SGD to trade in the
1.36-1.41 range in 2H19.
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts and transformations).

Disclaimer:

The information herein is published by DBS Bank Ltd and PT Bank DBS Indonesia (collectively, the “DBS Group”). It is based on information obtained from sources
believed to be reliable, but the Group does not make any representation or warranty, express or implied, as to its accuracy, completeness, timeliness or correctness
for any particular purpose. Opinions expressed are subject to change without notice. Any recommendation contained herein does not have regard to the specific
investment objectives, financial situation & the particular needs of any specific addressee. The information herein is published for the information of addressees only
& is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate legal or financial advice. The Group, or any of its related
companies or any individuals connected with the group accepts no liability for any direct, special, indirect, consequential, incidental damages or any other loss or
damages of any kind arising from any use of the information herein (including any error, omission or misstatement herein, negligent or otherwise) or further
communication thereof, even if the Group or any other person has been advised of the possibility thereof. The information herein is not to be construed as an offer
or a solicitation of an offer to buy or sell any securities, futures, options or other financial instruments or to provide any investment advice or services. The Group &
its associates, their directors, officers and/or employees may have positions or other interests in, & may effect transactions in securities mentioned herein & may
also perform or seek to perform broking, investment banking & other banking or finan—cial services for these companies. The information herein is not intended for
distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation. Sources for all
charts & tables are CEIC & Bloomberg unless otherwise specified.
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