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LEADING INDICATORS

On a quarter-on-quarter basis, the composite leading index
(CLI)increased by 0.9 per cent in the third quarter, a reversal
from the 1.2 per cent decline in the previous quarter (Exhibit
3.1).

Of the nine components in the CLI, four of themincreased on
a quarter-on-quarter basis, namely stock of finished goods,
new companies formed, non-oil sea cargo handled and money
supply. By contrast, domestic liquidity, stock price, non-oil
retained imports and the US Purchasing Managers’ Index
declined compared to a quarter ago. There was no change
in the wholesale trade component.

Exhibit 3.1: Composite Leading Index Levels and Growth Rate
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OUTLOOK FOR 2019

Since the last Economic Survey of Singapore in August,
there are signs of stabilisation in the global economy even
though global growth remains weak. Domestically, the
manufacturing sector performed better than expected
in the third quarter on the back of robust expansions in
the biomedical manufacturing cluster and the aerospace
segment of the transport engineering cluster, even though
the electronics cluster continued to contract.

For the remaining quarter of the year, MTI expects the
performance of the manufacturing sector and trade-related
services sectors such as wholesale trade to remain subdued
in view of the ongoing downswing in the global electronics
cycle. However, sectors such as construction, information
& communications, finance & insurance, and education,
health & social services are projected to continue to post
steady growth.

Taking into account the performance of the Singapore
economy in the first three quarters of the year and the
outlook for the fourth quarter;, the 2019 GDP growth forecast
for Singapore is narrowed to “0.5 to 1.0 per cent”, from “0.0
to 1.0 per cent”.

OUTLOOK FOR 2020

For 2020, global growth is projected to see a modest pickup,
led by an improvement in the growth outlook for emerging
market and developing economies. However, growth in
several of Singapore’s key final demand markets such as
the US and China is expected to ease.
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In the US, GDP growth is projected to moderate in 2020 as
investment growth is expected to continue to slow amidst
prolonged trade tensions and policy uncertainty. Nonetheless,
private consumption should provide some support to growth
as labour market conditions remain healthy. Meanwhile,
the Eurozone economy is expected to expand at a slightly
faster pace, with continued support coming from domestic
demand. Labour market conditions are likely to remain
firm, while borrowing costs should stay low given a more
accommodative monetary policy stance adopted by the
European Central Bank.

In Asia, China’s growth is projected to slow in the year ahead
as investment growth is expected to decelerate following
financial reforms to curb shadow lending. Existing US tariffs
are also likely to continue to weigh on China’s exports.
Nonetheless, stable household consumption growth and
accommodative macroeconomic policies should lend some
support to the Chinese economy. At the same time, growth
in the key ASEAN economies is expected to remain resilient.
While merchandise exports are likely to remain subdued,
consumer sentiments should stay firm and hence supportive
of private consumption.

Atthe same time, uncertainties in the global economy remain.
First, notwithstanding the resumption of trade talks and
the announcement of a partial trade deal, US-China trade
tensions remain a source of risk as existing tariffs are still
in place and additional tariffs may be imposed. There is also
a possibility that tensions could escalate again. Second, a
steeper-than-expected slowdown of the Chinese economy
could be precipitated by additional tariffs imposed by the
US and sharper-than-anticipated tightening of financial
conditions due to domestic deleveraging efforts. This could
in turn lead to a sharp fall in Chinese import demand and
negatively affect the region’s growth. Third, Brexit-related
uncertainties remain given upcoming elections in the UK
and the decision to further delay Brexit. Moreover, there
continues to be the risk of a “no-deal” Brexit. Fourth, ongoing
uncertainties in Hong Kong and geopolitical tensions in the
Middle East could lead to financial market volatility, and
have negative spillover effects on the region and Singapore.

On balance, given the growth outlook for Singapore’s key final
demand markets, and the projected recovery in the global
electronics cycle in the year ahead, MTI expects growth
in the Singapore economy to pick up modestly in 2020 as
compared to 2019.

In particular, the manufacturing sector is expected to return
to positive growth, led by a gradual recovery in the electronics
and precision engineering clusters. Improved conditions
in these clusters is also likely to support growth in related
sectors such as wholesale trade. At the same time, growth in
the information & communications and finance & insurance
sectors is expected to remain healthy, bolstered by firms’
healthy demand for IT and digital solutions and sustained
demand for payment processing services respectively.
Meanwhile, the education, health & social services segment
should remain resilient as operations in healthcare facilities
continue to ramp up. The construction sector is also projected
to see sustained growth in the coming year.

Taking into account the global and domestic economic
environment, the Singapore economy is expected to grow
by “0.5 to 2.5 per cent” in 2020.



