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Strong Quarter, Weak Year 

Singaporean real GDP grew well ahead of most analysts’ expectations in the 

fourth quarter, notching a 5.7 percent annualized sequential growth rate. 

Despite the impressive Q4 reading, however, Singapore’s economy remains 

decidedly weak. On a year-over-year basis, real GDP grew only 2.0 percent 

in Q4 (top chart). Moreover, 2015 was the weakest year for growth since 

2009, as output rose only 2.1 percent over the year. 

A breakdown of real GDP into its demand side components is not yet 

available. However, preliminary data show that Singapore’s manufacturing 

sector continues to weigh on overall economic growth. Output in the 

country’s manufacturing sector contracted for the third straight quarter, 

falling 6.0 percent on a year-over-year basis. Weakness in industrial output 

primarily reflects Singapore’s exposure to the slowdown in global growth 

and trade activity, as much of the country’s manufactured output is 

ultimately exported. Indeed, while we do not yet have data for December, 

export volumes in Singapore were more or less flat on a year-over-year 

basis through the first two months of the fourth quarter. 

Construction output bounced back after contracting in the third quarter, 

but output in this sector rose only 2.2 percent on a year-ago basis. 

Meanwhile, service sector output is holding up fairly well, rising 3.2 percent 

from a year earlier. The relative resilience in service sector output despite 

contraction in manufacturing activity is an encouraging development, and 

one that has been echoed in several other large economies, particularly 

China and the United States.   

Implications for Monetary Policy 

Tepid economic growth in Singapore over the past year or so has 

contributed to a general absence of inflationary pressures in the country’s 

economy. Indeed, overall CPI inflation is negative at present. While this 

situation reflects, at least in part, lower oil prices, the core rate of inflation 

remains quite subdued as well (middle chart). The lack of significant 

inflationary pressures gave the Monetary Authority of Singapore (MAS) 

scope to reduce its target pace of appreciation for the Sing dollar, its 

primary means of monetary policy transmission, at its October 2015 

meeting. Given the relative weakness in growth and the dearth of 

inflationary pressures, the MAS is unlikely to sanction a faster rate of 

Singapore dollar appreciation anytime soon. 

On a trade-weighted basis, Singapore’s currency has appreciated slightly on 

balance over the past year or so (bottom chart). However, relative to the 

U.S. dollar, the Singapore dollar has actually depreciated roughly 7 percent 

over the same time period. With the Federal Reserve expected to continue 

increasing the federal funds rate in the coming quarters, our currency 

strategy team expects the Singapore dollar to see gradual declines vis-à-vis 

the greenback in the year ahead.  
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Singapore’s Economy Ends a Weak 2015 on a High Note 
While Q4 sequential GDP growth was stronger than expected in Singapore, 2015 was the weakest year for 
growth since 2009. Overall activity continues to be restrained by the challenging global growth environment.  
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