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Foreword

The Institute of Policy Studies (IPS) convened the 40th
Singapore Economic Roundtable (SER) on 17 May 2024. For
the past 21 years, the Governance & Economy Department of
IPS has brought together private sector economists,
academics, business leaders and policymakers in successive
roundtables to discuss macro-economic trends and their
implications for policy. With over 40 participants in this

round, the discussions were wide-ranging and insightful.

The SER is organised into two sessions. The first focused on
the cyclical outlook for Singapore’s economy, studying in
particular its implications for monetary policy. A presentation
by the Monetary Authority of Singapore was followed by
discussions led by private sector economists. There was a
general convergence of views on the prospects for the
economy and little disagreement on the appropriate direction

of monetary policy.

The second session assessed an issue of importance for the

longer term — the reconfiguration of supply chains resulting
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from geo-political shifts and changing structures of
competitiveness. While China’s efficient eco-system meant
that it would continue to be a force in global supply chains,
there was an opportunity for India and ASEAN to gain from
production being relocated out of China. Singapore could
benefit indirectly from higher growth in these two regions

should the reconfiguration continue on current trends.

IPS is grateful to the Monetary Authority of Singapore and
private-sector economists whose support for the SER process
has been valuable. IPS will continue to organise the SER
regularly and find ways to improve its role in facilitating a

high-level discourse on economic policies in Singapore.
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Macroeconomic Outlook

Presentation by Ms Sherilyn Chew
Senior Economist
Economic Surveillance and Forecasting Department
Economic Policy Group

Monetary Authority Singapore (MAS)

Summary of Recent Developments in the Global Economy
The global economic growth has moderated in the fourth
quarter (Q4) of 2023 as the outperformance of the US was
offset by weaker growth across several ASEAN-5 economies.
At 3.3 per cent growth for 2023, the global economy showed
considerable strength despite multi decade-high interest

rates.
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GDP Growth
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Fig. 1.1
Recent high frequency data signal that resilience has persisted
into 2024 reflecting in part the revival in manufacturing
activities. Specifically, US growth momentum remains robust
as above-trend employment growth and excess savings
continue to bolster household spending while fiscal measures

are supporting some business investment segments.
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Headline Inflation
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Fig. 1.2
Meanwhile, while global inflation has decelerated sharply
from its peak to 2 per cent in February, the disinflation
momentum appears to have slowed, especially in the
advanced economies (AEs) on the back of firmer services
prices. Global economic growth is poised for steady expansion

for the rest of 2024. The global economy is expected to expand
7
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by 3 per cent in 2024, slightly below its 3.3 per cent print in
2023, as the impact of past policy tightening and less
supportive fiscal policy in most economies continue to exert a
restraining effect on growth. Nonetheless, the global economy
is likely to emerge unscathed in 2024, with economic growth
set to become gradually more balanced across regions over

the year.

Global Supply Chain Pressures and PPI US Wages and Productivity
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Global inflation is expected to continue to moderate over
2024, but the path is likely to be uneven as key disinflationary

impulses from 2023 fade. Core goods prices are unlikely to
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decline by the same extent as the earlier unwinding of global
supply chain dislocations have largely been completed. The
balance of risks appears to be still tilted towards persistent
inflation, especially in the AEs. If wage growth continues to
exceed productivity growth, this could entail continued

stickiness in AE inflation.

The persistence in inflation implies that interest rates will
remain higher for longer. If real interest rates remain
restrictive for a prolonged period, this could hasten the
crystallisation of latent financial vulnerabilities. In such a
scenario, emerging market (EM) Asian economies would be
vulnerable to swings in foreign investment and capital

outflows.
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Overview of the Singapore Economy and Wage Price

Dynamics
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Fig. 1.4
Singapore’s GDP growth eased to 0.1 per cent quarter-over-
quarter, seasonally adjusted, in the first quarter (Q1) of 2024
based on the Advanced Estimates after gathering pace in the
latter half of 2023. The trade-related and modern services
clusters recorded sequential contractions in Q1 after growing
in Q4, while the domestic-oriented and travel-related clusters

expanded in Q1, reversing the declines in the previous quarter.

Broadly, there were two opposing impulses at play in Q1.

While the manufacturing sector experienced a pullback from
10
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an electronics-led surge in the later part of 2023, the tourism-
related industries received some boost from an

unprecedented line-up of large scale concerts.

These two factors influencing the Q1 outcome are likely
temporary and should dissipate in the coming quarters. For
the rest of the year, the Singapore economy will likely be
driven by the broad alignment of the global macroeconomic,
tech, and interest rate cycles. Manufacturing and trade activity
should continue to benefit from the ongoing recovery in the

global electronics industry.

To a lesser extent, the expected conclusion of global monetary
policy tightening later in 2024 will also provide a fillip to the
domestic economy. Overall, Singapore’s gross domestic
product (GDP) growth is projected to come in at 1 to 3 per
cent in 2024, following the 1.1 per cent growth in 2023, with
the main clusters of the economy converging towards their

pre-pandemic growth rates.

11



THE FORTIETH SINGAPORE ECONOMIC
ROUNDTABLE

Developments in the Labour Markets and Consumer
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Fig. 1.5
Total employment growth eased across all broad clusters in
the economy in Q4 of 2023 as labour demands slowed. This
was in line with the cyclical weakness in GDP growth over

most of 2023. As labour demand and supply steadily

12
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rebalanced, labour market tightness continued to recede.
Nevertheless, some underlying tightness in the labour market
remains with the overall drop vacancy rate staying elevated
above the pre-COVID average, and the resident unemployment

rate remaining low.

13
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H2 2023 Job Vacancy Rate Relative to
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Note: High demand-supply mismatch sectors are marked by blue
bars, and are defined as those where job vacancy rates in the
second half of 2023 were more than two standard deviations above
2015-19 mean, while value-added growth was below their pre-
COVID mean.

Fig. 1.6
Lingering manpower shortages are likely due to some
mismatch between labour demand and supply in pockets of
the economy, as job vacancy rates remain significantly

elevated in a number of services sectors, even amid weak
14
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sectoral value-added growth. This include healthcare and the
Information and Communications sector (I&C), which are
sectors that have reportedly faced persistent difficulties hiring

workers with the right skills.

Net Employment Outlook
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Fig. 1.7
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Recent employment outlook surveys also suggest that hiring
in the overall economy should remain modest in the near term.
However, the anticipated pickup in GDP growth in the second
half of the year should boost labour demand and provide some
support to job growth towards the end of 2024. For the full
year, total employment is expected to expand at a more
moderate pace compared to the exceptionally strong growth
over the past two years, as the overall workforce has caught

up to its pre-COVID level.

16
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Decomposition of Wage Growth
(Q1 2022—Q4 2023)
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Fig. 1.8
Amid dissipating labour market tightness and normalising
bonus payments, nominal resident wage growth has
continued to moderate from 6.2 per cent year on year in Q3 in
2023 to 2.6 per cent in Q4. This year, wage growth should
come in closer to pre-COVID norms. Consequently, unit labour

cost (ULC) growth in 2024 should ease significantly relative to

17
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the last two years, implying diminished cost-push pressures

from the labour market.

Contribution to MAS Core Inflation
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Fig. 1.9
MAS core inflation has remained unchanged at 3.1 per cent
year-on-year in Q1 2024 and was slightly lower than expected.
Both cooked and non-cooked food inflation fell while travel-
related services inflation eased by more than expected. These
disinflationary pressures broadly offset the faster pace of
increase in electricity and gas prices arising from the carbon

tax hike, as well as in other services costs.
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The increase in services inflation largely reflected the ongoing
catch-up of prices to earlier cost increases, particularly for
Consumer Price Index (CPI) components, whose prices are
revised less frequently. These includes bus and train fares, taxi
fares, and education fees. However, a broad distribution of
core CPI components continued to see their rate of price
increase fall. More core CPI items are showing year-on-year
increases of 2 per cent or below in Q1 compared to Q4 in 2023.
This disinflation trend is also corroborated by alternative
measures of core inflation, such as the trimmed mean, and
volatility-adjusted core inflation measures which showed

declines in Q1.

19
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Fig. 1.10
Core inflation is expected to stay around 3 per cent in the near
term before falling more meaningfully in Q4 and into 2025.
CPI-All Items inflation is likewise expected to decline amid
lower private transport and accommodation inflation, in
addition to the moderating core. The gradually declining
profile of core inflation will be anchored by easing domestic

labour cost pressures and moderate imported costs.

For 2024 as a whole, both core and headline inflation are

projected to average 2.5 to 3.5 and excluding the transitory

20
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effects of the increases in GST, core and headline inflation are

expected to come in at 1.5 to 2.5 per cent.

However, risks to the inflation outlook remain. Inflation could
turn out stronger than anticipated due to shocks to supply as
a result of geopolitical conflicts, as well as a re-acceleration in
wage growth from stronger than expected labour demand.
Conversely, an unexpected weakening in the global economy

could induce a greater easing of cost and price pressures.

21
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Macroeconomic Policy
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Fig. 1.11
In January and April 2024, MAS maintained the prevailing rate
of appreciation of the SSNEER policy band, with no change to

the width of the band or the level at which it was centred.

As inflation is expected to stay elevated in the immediate
quarters ahead, the prevailing rate of appreciation of the
policy band is needed to keep a restraining effect on imported
inflation and domestic cost pressures. The current
appreciation path of the $NEER policy band also remains

sufficient for ensuring medium term price stability, barring

22
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shocks that displace growth and inflation onto a

fundamentally different trajectory.

23
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Presentation by Mr Khoon Goh
Head
Asia Research

ANZ

The 2024 external business environment has been
underpinned by strong US growth, which has contributed as
one of the positive factors in the outlook for 2024. Although
there is reasonably positive outlook for the remainder of 2024,
2025 is expected to be fraught with significant uncertainty and

potentially heightened geopolitical tensions.

24
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US Growth Due to Fiscal Policy and Strong Investment

US government spending still running well above
pre-pandemic trend
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Fig. 2.1

One positive factor influencing the outlook for 2024 is the
strong growth in the US, which has been bolstering the
external business environment. Despite the most aggressive
US Federal Reserve tightening in four decades, US growth has
exceeded expectations. The US economy not only managed to

avoid the recession, it also picked up steam.
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An underappreciated support factor would be fiscal policy.
The amount of government spending, excluding interest
payments, seems to be running above pre-pandemic trends,
with it standing at over one trillion US dollars higher than
what was initially expected. This continued stamina is a very
important factor behind the resilience and strength in the US
economy. Other factors, such as strong investment,
particularly in semiconductors and Al-related spending

(which are not interest rate sensitive) has also helped.

26
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Activity points to firming Q2 growth
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Fig. 2.2
With presidential and congressional elections scheduled in
late 2024, fiscal support is believed to remain strong
throughout 2024. Current indicators have also been pointing
towards firm growth in the US in the second quarter (Q2). In
fact, the latest Atlanta Fed GDP now is tracking close to 4 per
centannualised for Q2. Hence, the US seems to be experiencing

a sustained positive overall growth outlook.
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Positive Overall Growth in US and Implications for Fed
Policy

This has important implications for the Fed policy, which
many central banks have been watching very closely. While it
is expected that the Fed would be cutting rates twice later
2024, this raised the question of why the Fed is in a position to
cut rates despite strong activity in the US? It is important to
note that it is the inflation outlook that would determine
whether or not the Fed would be in a position to cut these

rates.

Fed's preferred inflation measure
showing more progress

% y/y
'y

ZM

15 16 17 18 19 20 21 22 23 24

=—Core CPI PCE Core Deflator
Source: BEA, BLS, Bloomberg, Macrobond, ANZ Research

Fig. 2.3
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The headline inflation rate remains above 3.5 per cent, but the
Federal Reserve's preferred inflation measure — the Personal
Consumption Expenditures (PCE) core deflator — has shown
more significant progress towards reaching the Fed’s inflation
target. This measure differs from other inflation metrics by
assigning different weights to various prices and using distinct
methodologies. Despite these differences, the PCE core
deflator is nearing the target and has exhibited more
substantial easing compared to the headline inflation rate.
This development may prompt the Fed to consider cutting

rates later in 2024.

29
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Surge in productivity growth will help the inflation
outlook
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Fig. 2.4

The improvement in US productivity growth has also helped
to restrain inflation. If this productivity boost sustains, it
would allow the US economy to continue to grow robustly

without aggravating inflationary pressures.
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2025 Outlook

Current debt ceiling suspension ends in
January 2025
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Fig. 2.5
While the outlook for this year seems promising, prospects for
2025 appear to be worrying. One concern is the political battle
over the debt ceiling. The debt ceiling suspension ends in
January 2025 and that may lead to political disagreements on
its extension, which could then cause uncertainty. Such

uncertainty revolving around potentially messy negotiations
31
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may result in markets experiencing high volatility because of

the fear of a government shutdown.

US government interest payments
have blown out
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Fig. 2.6
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Twin deficits will eventually matter
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Fig. 2.7
The US fiscal position is currently running deficits typically
seen only during times of recession or other crises. Notably,
these deficits persist despite the strength of the US economy,
which is increasing revenues and keeping social safety net
spending in check. As a result, interest servicing costs have
surged, with the US government now spending over a trillion
dollars solely on interest payments. Eventually, financial

markets may start to view this situation as unsustainable.
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US dollar cycle vs US share of global GDP
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Fig. 2.8
In 2025, markets may begin to focus on the fiscal burden on
the US economy and its implications for the US dollar. Despite
the current strength of the US dollar, which is supported by
being the highest-yielding currency in the Group of 10 (G10)
nations, this strength persists despite the US running a current
account deficit. However, twin deficits in the fiscal accounts
and the balance of payment would become significant

eventually. This would be particularly relevant when the Fed
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starts to ease policy, and the US has less yield support. That is
when the focus might shift towards the debt situation — with

concomitant risks for the erosion of the dollar's support.

China’s Cyclical Upswing

New orders to inventory ratio points to near-
term improvement
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Fig. 2.9
China’s economy offers a more positive outlook due to the
cyclical upswing it is currently experiencing. This cyclical

upswing should be viewed separately from China’s structural
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problems. Even with a modest cyclical recovery, China has still
been facing structural challenges that have led to lower trend
growth. However, if these structural weaknesses can be
managed, there is reason to believe that the 5 per cent growth

target for 2024 can be achieved.

China’s Weakened Domestic Demands and Its
Implications

Domestic demand growth hampered by poor
confidence, leading to precautionary savings
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Fig. 2.10
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Recent economic data from April 2024 highlights the
unbalanced nature of China’s cyclical recovery, which is still
heavily driven by industrial production and strong exports,
while domestic demand continues to be lacklustre. The lack of
confidence within China, particularly due to challenges in the
property sector, has resulted in weak domestic demand. This
weakness is evident in the excessive precautionary savings by
Chinese households, with the ratio of household bank deposits
as a percentage of GDP skyrocketing since the pandemic.
Currently, household deposits are around 115 per cent of GDP,
which is 30 percentage points higher than pre-pandemic

levels.

China’s economic growth would look very different if this
substantial amount of money were spent rather than saved. To
address this, policymakers have significant work ahead to
restore confidence. Fortunately, measures are being taken,
including a recent proposal for local governments to start

purchasing unsold homes from property developers. If
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enacted, this initiative could help the cyclical upswing gain

more traction.
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Export Outlook for Asia

Exports back to year-on-year growth, driven
by volumes
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Fig. 2.11

Although the export outlook for the rest of Asia is promising,
2023 has been a very poor year for the region’s exports. This
trend was observed when both volumes and prices fell, leading
to double-digit year-on-year declines in exports across the
region. However, Asia has since turned the corner, with a
significant pickup in exports, primarily driven by increased

volumes in the early part of 2024.
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Recovery in global semiconductor cycle points to
further export growth in the region
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Fig. 2.12
The increase in exports is being driven by the upswing in the
semiconductor cycle. Given the usual momentum in the
system, this cycle still has further to run, which should support

continued improvement in the region's exports.
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Mexico overtakes China as largest source of
goods imports
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Fig. 2.13
There are massive changes in the Asia region’s trade patterns
as a result of the ongoing geopolitical tensions. This is
evidenced from the sharp drop in Chinese exports to the US
which has been replaced by imports into the US from Mexico

and other US allies.
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China may be exporting less to the US directly,
but is exporting more to the US’s “friends”
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Fig. 2.14
These changing trade patterns reveal that, while China is
selling less directly to the US, it is increasing sales to countries
that have boosted their exports to the US. Such trade patterns
would persist as long as there is no improvement in US-China

relations.
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What Does This Mean for Singapore?
Slump in March industrial production and NODX
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Fig. 2.15
The external outlook for Singapore appears promising for
2024, despite some disappointments relating to the low GDP
growth in Q1. This lack of growth in the first quarter is likely
linked to an unexpected decline in both industrial production

and non-oil domestic exports (NODX).
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Employment growth continues to cool
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Fig. 2.16
Moreover, employment growth has also slowed distinctly in
Q1. It was highlighted that some of the weakness in the data is
an anomaly and that part of these weaknesses could be due to
potentially timing issues and also reduced working days in a

month or March 2024 compared to 2023.
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Port activity has been picking up
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Business expectations very positive about
the outlook
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Fig. 2.18
Other indicators, such as port activity (shown in Fig. 2.17),
electricity demand and business expectations (shown in Fig.
2.18), are positive and are all pointing towards a strong pickup
in growth for 2024. Hence, the weakness in Q1 might get
revised, resulting in the outlook from Q2 onwards looking a lot
stronger. The forecast for Singapore in 2024 is at the top end

of the Ministry of Trade and Industry’s range, around 3 per
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cent. Itis believed that a strong upswing for the rest of 2024 is

possible.

Value of business services exports could overtake
NODX in a few years
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Fig. 2.19

Another significant structural change in Singapore’s economy
is the strong, continued growth of services exports. At the rate

business services exports are growing, it would start to
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overtake the value of NODX in a few years’ time (Fig. 2.19). It
should also be noted that NODX, is becoming increasingly
smaller and a less important part and driver of the Singapore

economy.

ICT, financial & professional services an
increasingly larger part of the economy
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Fig. 2.21
In fact, when analysing the overall structure of the Singapore

economy, itis observed that the share of manufacturing in GDP
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has basically stagnated while that of “modern services” has
continued to grow and will become an increasingly important
driver of the economy. Unfortunately, this is also a sector
where there is a lack of high-frequency data for keeping track

of the state of the economy.

Singapore’s Fiscal Policy

There is more fiscal headroom than
suggested by the small projected surplus
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Fig. 2.22
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Singapore’s fiscal situation was projected to be in a very strong
position. In spite of the very small surplus that was shown in
the latest budget, there has been an increase of special
transfers in recent budgets. These special transfers can be

considered to be discretionary.

Increasing use of Special Transfers in the Budget
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Fig. 2.23
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For example, in financial year 2023 (FY2023), the reason for
the overall deficit forecast was the Majulah package fund of
$7.5 billion, which was charged to that year. Without it, there
would have been a fairly strong surplus reported that year.
Hence, there is ample fiscal space for the government, should
there be any unexpected decline in economic activity or

volatility in the future which would require fiscal support.
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Singapore’s Monetary Policy

Strong currency needed to exert downward
pressure on import prices
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Fig. 2.24
Inflation has been comparatively stubborn with the MAS core
inflation holding above 3 per cent. However, if the impact of
GST is removed, inflation would be lower than what it is at the
current stage, and it is hoped that there would be a step change

lower in the core inflation towards the end of 2024.
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S$NEER to stay near the upper bound
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Fig. 2.25

Once 2025 arrives and the 1 per cent GST impact is no longer
factored into calculations, core inflation should move closer to
the long-term average. However, the MAS needs to maintain
its current policy to ensure that imported inflation continues
to help dampen price pressures simultaneously. Therefore,
little to no change in monetary policy is expected in 2024, with
the possibility of policy easing in 2025.
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Presentation by Ms Grace Lim1
Senior ASEAN Economist
UBS

Regional Growth Expectations

A mild growth recovery is expected for Singapore in 2024,
with a cautiously optimistic outlook. The ASEAN-6 are also
experiencing growth in aggregate accelerates to 4.6 per cent
on a purchasing power parity (PPP)-weighted basis compared
to 4.3 per cent in 2023. This growth rate is the fourth lowest

growth rate since 2010.

1 The editors agree to display the following: Source: APAC Economic Perspectives

"Presentation: ASEAN Economic Outlook 2024-25" Lim © UBS. All rights reserved.

Reproduced with permission. May not be forwarded or otherwise distributed.
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Fig. 3.1

UBS expects growth accelerations to be most prominent in for

economies that are more plugged into the tech cycle.
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Tech Cycle Recovery
The tech cycle is relevant for Taiwan, Korea, Singapore, Vietnam & Malaysia
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Source: Haver, UBS estimates. "Tech” refers to electronic components, computers, and electrical
equipment. We base our estimates using the industrial production weights of the “tech" basket, multiplied
by the share of manufacturing in overall value added.

Fig. 3.2

The tech cycle recovery, shown in Fig. 3.2, exhibits the share
of manufacturing in GDP across economies in Asia, ranked
from the largest share to the smallest share. The blue bars
show the share of “tech goods”, which are defined to include
computer and electronic goods. It can be observed in Fig. 3.3
that the tech cycle appears to be relevant for Taiwan, South

Korea, Singapore and Vietnam economies.
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Breakdown of tech export basket

100% —

[T — | ——}
o o, =
60%
A0% -
! | ' |
- . .
i
i —_— i
Taiwan Korea Singapore Malaysia Vietnam
® 854231 Processors/Controllers W 853232 Memories
m 854239 IC nec 854290 IC parts
= B471ADPs W 8486 SemiMfg equipment
W 8517 Phones 8542 Amplifiers/other parts

Source: UN, UBS estimates.
Fig. 3.3

The bifurcation of recovery in the tech sector across product
verticals has been observed in the tech sector. From Fig. 3.3, it
can be discerned that tech is a very big and broad basket that
comprises many things. For example, in Vietnam, represented
by the blue bar on the right, mobile phones are a major export,
making the country the second-largest exporter of mobile
phones globally after China. Therefore, when discussing the
impact of the tech cycle on Vietnam’s exports, the focus is

primarily on whether demand for mobile phones is increasing.

In South Korea, the brown bar represents integrated circuit

memories, highlighting their significance in the country's
57



THE FORTIETH SINGAPORE ECONOMIC
ROUNDTABLE

export profile. Being the largest memory chip exporter in the
world, memory chip exports matter heavily to the tech cycle

for the country.

South Korea’s exports of semiconductors have increased
rapidly over the past few years. Moreover, the past few
months have reflected how it is the main exporter of high
bandwidth memory, which a requirement for Al chips. This
underlines how Al-generated demand is the major driver of
this tech cycle recovery so far, and analysis surrounding the
big tech companies noted that recovery has been uneven so

far.

For Taiwan, rather than semiconductors, it is instead the
export of automatic data processors, that has been performing

well.

In conclusion, the tech cycle recovery in 2024 so far has been
pretty uneven in terms of product verticals and depending on
each economy's exposure to these elements, the impact on

their GDP growth would be slightly different.
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Singapore’s Inventories

Given Singapore's comparative advantages and export profile,
arecovery could align with the uptick in memory chip exports
from some of Singapore’s foundry manufacturers, particularly

as the inventory drags begin to ease.

Cyclical upturn in the tech sector
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Fig. 3.4
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Fig. 3.4 exhibits Singapore’s inventories and net exports.
Inventories were a large drag on Singapore’s growth in 2023
relative to the rest of the region. A slight easing of that
destocking pressure would lead to stronger growth. Singapore
also faced a triple whammy of higher interest rates, weaker
global trade, and significant de-stocking in 2023. These factors
have contributed to one of the slowest growth rates Singapore

has experienced outside of a recession.

Value added by sector vs. last mfg downturn

% change, sa
20
02 2022 to Q3 2023 03 2014 to Q4 2015 15.3
15
10 B.4 B.4
64 B8
2.4 2.9 31 33 3.9
o
-0.3
-5
4p 72
2 & bl o &
. ¥ & @ & o & 11_5755\ o
< é 4 & & « o 5 & g
@ & L&" L
Source: UBS estimates, Haver.
Fig. 3.5
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In comparison to the last manufacturing downturn in 2014-
15, it is noted that Singapore’s value-added by sector from
peak to trough over the last six quarters (Fig. 3.5), there were
other sectors that did not fare well. They were the finance and
the insurance sectors. While both sectors led to a positive
offset to growth between 2014 and 2015, they experienced a

double whammy on growth in 2023.

The global rate cycle in the US has been reflected as another
drag on the economy. This is illustrated by Fig. 3.5, which
shows how investment as a share of GDP is lower than usual
across the ASEAN-6 countries. Typically, this investment share
contracts sharply during recessions before rebounding
rapidly after the business cycle trough. However, following
COVID-19, this rebound in investment did not occur to its
fullest extent across the region. As a result, investment’s

contribution to annual GDP remains lower.

In general, there exists a broadly negative correlation between
investment from a national accounts perspective and higher

rates, hence there is an impact of overall tight, higher elevated
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interest rates on parts of the economy that are more interest

rate sensitive.

With regard to the implications of tighter for longer in
Singapore. First, loan growth has been weak, and this is known
from how the Singapore Overnight Rate Average (SORA) has
gone up to its highest in many years. However, in terms of
asset quality, non-performing loan ratios remain very much
contained. One explanation for this is that the period of very
low interest rates did not result in significant re-leveraging,
with Singapore’s overall debt-to-GDP ratio remaining

contained, rather than increasing as it did in other regions.
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Unemployment rate might tick up gradually
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Fig. 3.7

Fig. 3.6 and Fig. 3.7 both show credit to non-financial
corporates ratio of GDP and household credit to GDP ratio. In
these charts, Singapore stands out as one of the rare cases in
which total credit, especially in the household side, has
decreased relative to 2019. Therefore, the credit cycle in
Singapore was not overextended. This means that as rates

went up, it did not lead to significant asset quality issues.
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Singapore’s Labour Market

Average monthly earnings
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Fig. 3.8
After a strong wage growth for most of 2023, it has been
noticed that the average monthly earnings in Q4 cooled in the

latest data in Q4.
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Unemployment rate might tick up gradually
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Fig. 3.9

A cooling labour market has been observed in Singapore; for
example, in job vacancy-to-unemployment ratios. Fig. 3.9
above plots vacancy rates to unemployment rates, which is
reflected by the Beveridge curve. The results of Fig. 3.9 show
how Singapore is more in line with historical patterns and no
longer in a situation where vacancy rates are really high. This

generally suggests that the labour market will cool.
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The foreign labour force has also increased sharply over the
past year. This increase probably helped to alleviate some of

the supply constraints associated with the labour market.
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Solid household balance sheets
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Fig. 3.10
Household balance sheets in Singapore have been very strong,
implying that there is little concern about households feeling
the heat from higher interest rates. It is also notable that
consumption as a percentage of personal disposable income

has not recovered to pre-COVID averages.
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Fig. 3.11
Consumption in Singapore has not been particularly strong, as
people have been relatively reluctant and cautious with their
spending. This is also why inflation is unlikely to become a

problem.
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Core inflation cooled down in March ...
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Fig. 3.12
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... along with the falling import prices
Index (2018=100)
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Fig.3.13
Observing the data in Fig. 3.12 and Fig. 3.13, the core CPI
month-on-month increases in January and February were
quite similar to 2023. However, if this were to be broken down
to the bottom right charts to where are the stronger increases
in price pressures, it would be evident that the so-called sticky
prices like healthcare and food services did not increase that
much in January. Hence, the so-called pass-through of GST
increases, is not as strong as in 2023, and less persistent in

other words. Thus, it is believed that inflation would cool
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down and volatile travel-related costs would also even out

through the rest of the year.

In conclusion, the bottoming out of the tech cycle will support
a modest growth recovery in 2024, but with some caveats,
such as the unevenness in the tech cycle rebound. Credit
growth and financial sector activity would improve after the
Fed leads interest rate cuts. However, if the Fed delays interest
rate cuts, the potential boost to Singapore’s growth would also
be moderated. Monetary policy in Singapore is not expected to
ease in 2024 unless there is a significant deterioration in

growth.

Disclaimer:

Pursuant to this email UBS AG or its affiliate which published the UBS Material ("UBS")
grants National University of Singapore (“NUS”) a royalty free, non-exclusive and non-
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purpose; and (iii) the content must not be relied on or acted upon for any purpose.
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Discussion Session 1

There were three main questions that surfaced during the first
discussion session of SER: the first being the effects of
vulnerabilities in a turbulent world; the second being the
potential consequences of straining US-China relations on
Singapore and ASEAN; and lastly, how Singapore and ASEAN

would fare amidst global changes.

Vulnerabilities in a Turbulent World
Questions posed during the discussion revolved around the
vulnerabilities that exist in ASEAN and Singapore against what

is likely going to be a very turbulent world.

The key point in the response was that there were
countervailing forces that would lend a degree of resilience —
economic agents had adjusted their behaviour to reduce
vulnerabilities such as excessive leverage, such that there

were few excesses or imbalances in the region that could be
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crystallised. Moreover, the tech cycle was likely to continue
recovering lending resilience to economic growth. The credit
cycle in the region could also revive with the Federal Reserve

(Fed) and other major central banks being likely to cut rates.

Singapore and ASEAN Amidst Straining US-China
Relations

Many participants were curious about the strength of the US
dollar, the potential spillover effects of deteriorating US-China
relations and tariff wars. Questions regarding the net impact
of strained US-China relations on trade effects and how to deal
with risks in investor positions were presented to the

panellists.

Some responses highlighted possible longer-term inflationary
effects on the region due to changes and disruptions in the
chain of production, which would likely incur additional
frictions. However, other responses discussed how China has
become increasingly involved in seeking and investing in new

export markets in the ASEAN region to export to the US, which
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could lead to potential disinflationary effects from expansion

of capacity into this region.

Singapore and ASEAN Amidst Global Changes

The panellists addressed questions regarding potential global
changes and how it will affect Singapore and the region. What
does the impending US presidential election mean for a small,
highly open economy dependent on globalisation like

Singapore’s?

The response was that with Singapore’s dependence on
imports, the city-state has no choice but to ensure that the
Singapore dollar remains strong. One of the things Singapore
would have to do to remain competitive would be to start
prioritising the industries that will help the country be ahead
of others. It is also imperative that Singapore remains plugged

into the region and maintain strong connectivity.

Another question was whether the current resilience of the

ASEAN region could be sustained.
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The response was that there exists an interesting absence of
vulnerabilities or excesses in this part of the region. Due to
lack of excessive leveraging or imbalances, the corporate
sector in this region has managed to withstand aggressive
tightening well. This is also partly related how the region has
learnt from previous experiences not to leverage up too much
particularly in dollar denominated debt. The matter of interest
rate differential and carry trade was also brought up in

response to this question.
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Supply Chain Reconfiguration in Asia
and Its Implications for Singapore

Presentation by Mr Carl Rajoo
Director
Macro Strategy

Temasek International Pte Ltd

China’s Role in Global Supply Chains

Despite the sharp rise in geopolitical tensions between the US
and China, which began in 2018, China has remained a very
dominant force in global supply chains. China commands the
largest share of global manufacturing exports by far, larger
than the next three largest manufacturers (US, Germany and
Japan) combined, and maintained its dominance throughout
the US-China trade war that began in 2018, and through the
Covid-19 pandemic. However, since the Russia-Ukraine
invasion in 2022, the nature of risks associated with this deep

dependence on Chinese manufacturing began to shift, moving
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from purely economic considerations, to concerns around

national security.

This hints at a shifting away in reliance on China, allowing for
a more fundamental degree of economic de-risking than we
have seen over the last half decade. When this happens, the
risks and potential opportunities associated would need to be

understood and considered.

Now, some might be wondering, has not a shifting away from
China already happened? After all, as highlighted in Fig. 4.1,
since the start of the 2018 trade war, the share of US imports
from China has declined significantly, across a variety of
products, such as, furniture, electronics and apparel. This
decline in import share was then picked up by an increase in
share of a variety of other emerging markets, especially
Vietnam, Mexico and India. For instance, the 25 percentage
point drop in US furniture imports from China, was offset by
an increase in US furniture imports from Vietnam (+11.5 per

cent), Mexico (+4.4 per cent) and India (+0.7 per cent) instead.
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Asia and Mexico benefitting from
US’ trade diversion away from China

%-pt chg in US’ import share, 12m rolling basis, Mar-2023 vs. Mar-2018
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Source: CEIC, IMF, Haver Analytics, Temasek Macro Strategy estimates

Fig. 4.1

However, this does not necessarily mean China’s dominance
as a global manufacturing hub has diminished. This is because
this type of direct supply chain reorientation masks the
important role that China still plays in driving the exports of

these alternative markets to the US. This can be seen in Fig. 4.2,
80



THE FORTIETH SINGAPORE ECONOMIC
ROUNDTABLE

where close to 60 per cent (USD30 billion) of the nearly USD50
billion increase in Vietnamese exports to the US between 2018
and 2023 was driven by an increase of Vietnam imports from
China. This implies that while China’s direct exports to the US
has declined, its indirect exports through third markets like
Vietnam have risen, resulting in little change to China’s

dominance as a global exporter.
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Partly but not all re-routing of CN goods — VN’s
trade surplus with the US has grown significantly
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Fig. 4.2

Indeed, as highlighted in Fig. 4.3, China’s global share of

manufacturing exports has not only held firm since the start of
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the trade war with the US in 2018 but has increased to record

highs, at 21 per cent at the end of 2022.

Significant rise in China’s global mfg export share
following its accession to WTO in late-2001
(% share of global manufactured goods exports in USD)
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Fig. 4.3
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Together with a lower degree of reliance on imported content
for key manufacturing segments (Fig 4.4) over the years, China
stands apart as the largest source of global manufacturing

value-added in the world (Fig 4.5).

China’s reliance on imported content for key mfg
industries declined over the past decade

(Imported content, % share of total input)
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Source: CEIC, IMF, Haver Analytics, Temasek Macro Strategy estimates
Fig. 4.4
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China is the largest source of global mfg VA
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Fig. 4.5

China’s dominance in global supply chains is even more visible
when we move from aggregate shares to sector specific shares.
In Fig. 4.6, China has large mineral reserves, as well as existing
supply agreements in Africa, which helps to explain its
dominance in processing capacity, ranging anywhere from 30

to 70 per cent across several key commodities.
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China has large mineral reserves and has existing
supply agreements in Africa
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Fig. 4.6
As highlighted in Fig 4.7, China’s dominance in regional clean

tech supply chains quite remarkable, ranging from 40 to 90

per cent across certain segments.
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China has the largest share of manufacturing capacity across a variety of clean tech goods
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Fig. 4.7

Estimating the Impact of Economic De-risking from China
Estimating the most likely path of economic de-risking from
China is not straightforward. Unlike extreme scenarios,
specification of a shock under “normal conditions” is quite
difficult, as there is very little in the way of history to guide the
most likely magnitude of the shock. This has generally made it
difficult to rely on existing academic literature on this topic,
given the lack of intuition behind some of the shocks specified
to derive an outcome. For example, in a recent IMF paper, a 3
percentage point reduction in OECD nations foreign share of
investment goods (from current levels of approximately 3 per
cent, to levels last seen two decades ago, of approximately 10
per cent) was used to estimate the impact of re-shoring. While

such a move is plausible, it might be difficult to justify exactly
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why a 3 percentage decline is the number to go with.
Furthermore, most academic models use a pricing mechanism
(for example, non-tariff barriers) to engineer the shock. This
has the effect of saying that there are no winners, as price
effects depress demand across the board. Given that the
underlying driver of the current shift away from China is more
strategic in nature than economic, using a price mechanism

might overstate the overall impact of the shock.

To get around this, we opted for a more straightforward
demand shock, one based on real-world survey data. First, we
estimated the potential range of manufacturing export
demand loss from China as a result of economic de-risking,
using survey data from businesses operating in China, as
highlighted in Fig 4.8 for example. From such surveys, we
estimate 20 per cent of respondents would stick to “business
as usual” (BAU), while another 80 per cent would aim to move
some production out of China. To estimate the range of how
much production could realistically leave, we rely on global
input-output tables to estimate both China’s direct and

indirect final demand from North America (NA), developed
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markets excluding NA (DM ex-NA) and the rest of the world
(ROW), and apply a range of plausible shocks to these regions,
with NA experiencing a larger impact vs. DM ex-NA vs. ROW.
This hypothetical range can be seen in Fig 4.9, where under a
so-called moderate degree of diversification, approximately
80 per cent of Chinese nominal manufacturing exports remain

close to 2022 levels, even by 2027.

Surveys: ~80% of respondents relocating or
looking to relocate some capacity out of China

B -Sui in rv
Question: Which of the following statements best describes your
company's strategy of moving production out of China?
No plans to move production out of China
Planning to do so in the near future
= Already moved/are moving production out of CN over the past year

100%

14%

4% 19% 13% 9% 14% 18%

80%

60%

33% & P B = 3% | %
40% -
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0% : : . ! _

Dec-19  May-20  Jan-21 Jun-21 Jan-22 Jun-22  Jan-23
Source: UBS

Fig. 4.8
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Hypothetical range of diversification based on global surveys
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Fig. 4.9

Second, we moved on to estimating the potential export gains
for emerging markets exiting China. Based on a variety of
surveys, such as the Morgan Stanley C-Suite survey
highlighted in Fig. 4.10 below, we estimated approximately 50
per cent of the potential range of production leaving China,
could end up in other emerging markets, while another 50 per
cent goes back onshore. Of the 50 per cent going to EMs, we
look at a variety of metrics, including export similarity with

China, global manufacturing competitiveness and market size,
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among others, to determine which markets would stand to

benefit the most from economic de-risking.

Reshoring high on the agenda for DM corporates;
on avg, ~50-60% of respondents indicate that
reshoring will be part of their supply chain strategy

MS C-Suite survey (Jun 2022)
Question: What are your company’s intentions with regards to your
supply chains over the next 12 months?
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Fig. 4.10

Economic de-risking results in a negative demand hit to China
(reduction in export demand), and a positive demand hit to
EMs (assuming there is production capacity in EMs to fulfil the
export demand formerly supplied by China). Putting this
together, we are then able to estimate the net impact from

global economic de-risking from China, under a variety of
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diversification scenarios, ranging from moderate, to
substantial, as highlighted in Fig. 4.11, for several key
economies we track.

GDP impact on select emerging markets across scenarios
(annualized over the next Syrs)
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Fig. 4.11

Given the impact of economic de-risking laid out above, the
key question then, is what the most likely degree of
diversification one should expect? Is it moderate, meaningful
or substantial? To answer this question, we need to think

about the capacity of these EMs to absorb the scale of
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production we expect to leave China. The greater the capacity,

the more likely the degree of diversification.

One way to estimate the capacity, is by looking at what a
model-implied upper bound of growth could look like and
compare that against the net impact that these various
diversification scenarios will have on growth. If the net impact
pushes some of these economies beyond our model-implied
upper bound, then one would say the capacity to absorb the
demand leaving China is limited. Looking at Fig. 4.12, which
plots our own internal estimates of what would be a
reasonable upper bound of growth for some of the markets we
track closely, against the net growth rate under various
diversification scenarios, we can see several EMs, in particular
Vietnam, Philippines, Indonesia, Malaysia and Thailand, are all
likely to be pushed beyond their capacity in the event of more
substantial diversification scenarios. Furthermore, this is
factoring in only a 50 per cent share of Chinese production
going to emerging markets. [f manufacturing is unable to move
back to developed markets given the costs associated with

onshoring, the demand pressure on emerging markets to pick
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up the slack from China could be even greater, putting even

further stress on existing capacity.

GDP growth for select emerging markets across scenarios
(ava over the next Syrs)
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Fig. 4.12

What this tells us, is that while we believe economic de-risking
is underway, and that it will be more meaningful than the more
superficial supply chain reorientation that we've seen since
2018, we do not believe there is enough capacity to easily
absorb the scale of production that exists in China today,
which means that the scale of economic de-risking is likely to

be more moderate.
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In such a scenario, we see limited impact to China’s GDP, and a
marginal decline in China’s global manufacturing export share.
At the same time, we see several winners within the emerging
market space, with Mexico, India, Vietham and Indonesia

among the biggest beneficiaries.

One interesting finding as part of our research, was that even
under the more dire assumptions of substantial
diversification, which entails relatively extreme assumptions,
where exports destined for North America in 2027 are half the
2022 nominal levels, China remains quite resilient, still
commanding a respectable 15 per cent global export share,

and reasonable GDP hit (Fig. 4.13).
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Fig. 4.13

Implications for Singapore

The immediate implications for Singapore are less positive. As
summarised in Fig 4.14, using a simple vector autoregression
(VAR) model we estimate approximately 50-90 basis points
impact on annualised growth during this transition. In
addition, in the event of a slight shift in relative importance of
regions like India or Mexico, Singapore’s role as a re-exports
and transshipment hub might be diminished as well, which
could add another 10-50 basis points of hit to growth. But
while a 60-140 basis points hit to potential growth sounds
substantial, there is of course a lot of uncertainty around these
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estimates, and given our baseline for a moderate degree of
diversification, the impact is expected to be at the lower-end
of this range, especially given the ability for policy makers to

provide fiscal offsets.

Demand impact from hit to China demand
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97



THE FORTIETH SINGAPORE ECONOMIC
ROUNDTABLE

Demand impact from re-routing of China production
(% GDP)
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Another important offsetting factor, that could not only
dampen the impact of economic de-risking from China, but
that could spark an opportunity for Singapore, is the fact that
Singapore plays a significant role as a capital source for ASEAN
and India, as many businesses have established themselves in

Singapore to facilitate investments into these regions. If
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ASEAN and India are able to not only capture some of the flow
leaving China, but to spark a wave of strong investment and
domestic-driven growth, the positive spillovers into Singapore
could be very significant. As highlighted in Fig. 4.15, Singapore,
having surpassed Mauritius as the leading source of foreign
direct investment into India a few years ago, accounts for

about 25 per cent of India’s foreign direct investment.

FDI into ASEAN and India
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Fig. 4.15
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As highlighted in Fig 4.16, the scale of transformation in
ASEAN and India we expect over the next decade is likely to be
immense. ASEAN and India combined, will be close to where
China is today, an increase of over USD10 trillion, while
Singapore will only be USD200 billion larger. Even China, with
a slower nominal growth rate in the coming decade, will
provide significant scope for Singapore to expand its direct
(financial and business services) and indirect (healthcare and

education) service exports to the region.
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ASEAN and India scale to be transformational
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Fig. 4.16

Conclusion

We are entering a new phase of supply chain reorientation,
one which will see a more visible degree of economic de-
risking from China. However, China’s dominance and scale in
global manufacturing means that de-risking over the next few
years is likely to be limited, given the lack of obvious global

capacity to fully offset China’s production. At the same time,
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we see several winners within the emerging market space,
with Mexico, India, Vietnam and Indonesia among the biggest

beneficiaries.

This combination of Ilimited impact to China, and
opportunities for the region, esp. ASEAN and India, will
provide an important offset to the negative impact a slower

China will have on a small, open economy like Singapore.

The framework we introduced in this presentation will help us
navigate this important mega trend, allow us to track the
degree of economic diversification that is underway, and what

to do about it.
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Presentation by Professor Mark Goh
Director (Industry Research)

The Logistics Institute-Asia Pacific

Turbulent Times, Shifting Landscapes and the New

Normal

The world is currently experiencing turbulent times, making it
difficult to predict what might happen in the coming year. The
ongoing possibility of the Russian-Ukraine war extending
further is particularly concerning, as it could significantly
impact trade flows and other developments. Additionally, the
outcome of the US presidential election in November 2024
poses challenges for logistics, given that trade is a key driver
of the logistics sector. The shifting landscapes have further
contributed to this unpredictability, as the previous norms are
no longer in place. This raises the question of what the “new
normal” will be and whether there are measures that can be

taken to adequately prepare for the future.
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Many “black swan” incidents have occurred in the last 36 to 48
months. While COVID-19 is a black swan, it also allowed for
more opportunities of technological advancement and
innovation. For instance, the Singapore government provided
loans to smaller companies in the country to support their
adoption of new technologies, such as Al and related machine

learning, with the aim of enhancing their supply chains.

Today, Singapore’s players are nearly on par with those in
China, although Singapore continues to face challenges in
keeping up. Geopolitics remains a critical factor, as no supply
chain, logistics provider or transfer service prefers to operate
under uncertain conditions. Atthe core of these developments
is the motivation to secure trade advantages, protect vested
interests, ensure self-preservation and maximise welfare.
These factors are likely to be the driving forces both currently

and in the future.

Singapore and ASEAN Amidst Changes
In the context of shifting landscapes, the dynamics of trade

flows and the emergence of new supply chains are very
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important. Singapore has a small advantage in the context of
ASEAN. However, that advantage can be easily diminished, as
neighbouring countries to the north and south are eager to
assert dominance in the region. Although emerging markets
are likely to develop, they may differ from those currently
anticipated. In fact, it is suggested that once structural
relocation takes place, Singapore should reconsider its role as

a transition point for hard goods.

Growth in Emerging & Developing Economies

GDP Growth Projections Growth of the Consumer
M Se 20 Class Focused on Asia

4.3 Fastest-growing consumer markets in the world by growth
A5 . 42 a2 d
o pa— : of the consumer class” between 2020 and 2030
Projected  Change in rank
rank 2030 20202090
India & 2 0

china @ 1 ]

1.6 1 1.7 | L8 |
s | | Indonesia @ +75.8m 4 Az
1 : | Pakistan [@ +59.5m 7 Az
05 i | | sangladesh @ [ +s2.4m Bl A7
]
2025

084 5094 Philippines [ +37.5m 13 A
2024
egypt o [ +29.6m 9 u-

W Advanced Economies W Emerging & Developing el - -

979,000,000 more Consumer Class in Asia by 2030 !

Fig. 5.1
The focus should be on ASEAN and India in the Asian region.

In fact, Singapore companies have been making headway into

India. For example, PSA has been building inland container
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depots (ICDs) in India, which is something that the PSA has
never done before. This move by the PSA has led Singapore’s
neighbours to question if they could build ICDs in order to

tackle the issue of congestion at the port.

Trade Flows Changing
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Fig. 5.2

This raises the question of who Singapore’s new partners will
be. Will it be the United States? Or will it be China? The data
has indicated that regardless of what Singapore or the US does,
China possesses enough land and a large domestic market that
can enable China to survive independently. However, for
Singapore, there is need to rely on neighbouring countries in

ASEAN.
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A more fractured trade flow between US and EU is also
expected. If Singapore aims to ensure its security for the next
five to 10 years, it needs to strategically leverage four key

entities: Malaysia, Vietnam, Indonesia and India.

In terms of reconfiguration, a publication has surveyed all the
business leaders of the Fortune 500 and reported that 58 per
cent of business leaders are citing political unrest and
geopolitical issues as the main causes of supply chain moves.
This leads to the question of how Singapore can ensure that

this region remains one of stability?

First, Singapore would need to work towards achieving and
projecting the country’s political stability, as this would attract
investors to this region. Second, Singapore must prepare for
more resilient logistical infrastructure, as disruptions in
logistics are common in ASEAN because of frequent natural
disasters in the region. The Philippines is a prime example of
where such disruptions are prevalent. Third, Singapore must

establish a robust regulatory framework that can effectively
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attract investors and key players in the logistics sector. Lastly,
and most importantly, Singapore must leverage on its human
capital and overcome the big hurdle of training people to be

more versatile amidst an evolving labour market.

In conclusion, a leverage that Singapore has for the time being
is in the critical successes of its business partners. These
networks have been built on business, political and personal
levels as well as on the reputation of Singapore’s middle-level

managers who are good at executing work.
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Presentation by Dr Sharad Parashar
Partner

Boston Consulting Group

Singapore has been greatly impacted by the changing markets
due to existing geopolitical issues and ongoing wars. This
impact is evident in Singapore’s energy security, fuel prices,
etc. An observation that has been particularly pressing is the
current political activism of protectionism, which may lead to

negative repercussions on the market.

The world is transitioning from a “just in time” supply chain to
a “just in case” supply chain. Previously, the world operated
with complex value chains where materials were produced in
emerging markets, with China being the manufacturing hub.
This allowed everyone to benefit from cheaper prices, and
overall satisfaction was high. However, due to recent events, a

new normal has emerged.

Leaders today consider resilience to be the second most

important factor for businesses, after cost. In fact, leaders are
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consistently concerned with maintaining business operations
in the same way, highlighting resilience as a key priority. This
shiftis closely related to changes in the supply chain, and it has
also been noted that investment funds are being allocated by
chief procurement officers and chief financial officers towards
developing local suppliers, even if it means higher costs. From
here, it is apparent that this move is becoming a significant

part of business procurement strategies.

Referencing the previous presentation’s analysis and similar
surveys conducted across different companies, ongoing
conversations about China were discussed. The surveys
investigated highlighted which companies were making
significant shifts away from China; and compared these
companies to those who were choosing to remain in China.
The results of the surveys were mixed — not all companies
were moving out. Specifically, it has been observed in
industries such as aerospace and agriculture that more
companies were shifting away, either in small or substantial
proportions. However, many companies in the energy

industry were choosing to continue to maintain their
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operations in China, which remains a significant part of their

business.

The changes driven by global economic and geopolitical
issues, as well as trade dynamics, were also emphasised.
Historical contexts were highlighted, tracing back to 1995
with the formation of the World Trade Organization, and
China’s subsequent entry and economic boom. At that time,
global trade grew at about 7.5 per cent. However, there has
been a noticeable decline; and for the first time, global trade is
projected to be lower than global GDP. This indicated a rise in

protectionism and regionalism.

Positive outlooks for ASEAN, including Singapore were
presented despite these global shifts. According to
econometric models, global trade growth is expected to
increase by 2.5 per cent; and within ASEAN, trade growth
would be at 5 per cent. This presents opportunities for ASEAN
countries in the changing global trade landscape, provided

that supply chains in ASEANs are integrated.
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In discussing the question of whether ASEAN companies could
be replaced by Singaporean companies, four key imperatives

were explored and elaborated.

The first imperative is understanding how Singapore can
ensure that its supply chain remains integrated while being
both cooperative and competitive. It is important to
emphasise the need for competition, not only from a
regulatory framework perspective but also in terms of

infrastructure development.

The second imperative is in technological breakthroughs,
especially with Al. How can Singapore move forward with
technology and become a supplier of technologies? Can
Singapore complement other countries as a co-developer of

new technologies?

The third imperative pertains to the digital world, in particular
the rise of digital businesses and physical business workplaces
becoming increasingly digital. By going digital, flexible work

arrangements such as remote working is quickly becoming the
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new normal. This has affected the employment market, where
new hires find greater difficulty integrating into a new
working environment when the rest of the team is working
remotely. However, the upside in going digital is how it has

allowed for business costs to become more efficient

The final imperative concerns the environmental, social and
governance (ESG) aspects. Within Southeast Asia, Singapore is
taking a lead in these areas. For instance, in creating carbon
taxation policies, green lanes, researching in alternative fuel
sources, etc. These new domains would be providing the

country with many new opportunities.

Another good example of a country that is moving into ESG
would be Indonesia, which is also has the ability to be a big
carbon sink through reforestation. Currently, Indonesia is
attempting to establish their own carbon trading systems and
is finding ways to collaborate with Singapore to potentially set

up a regional carbon trading system.
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The above are the four imperatives that are believed to
provide Singapore with an advantageous edge, especially if
Singapore is able to seize good opportunities and execute

them excellently.
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Discussion Session 2

There were two main questions that surfaced during the
second discussion session. The first highlighted the issues
surrounding China moving up the value. The second being
whether ASEAN would be negatively impacted by China’s

advances.

Investment in the Strategic Sectors

Participants were curious about the views on China moving up
the value chain — if this was in response to the tariffs imposed
on China and what implications this would have on the world
and the region. Questions about what conditions China must
meet to move up the value chain more decisively were also

posed to the panellists.

Their responses noted that many would agree that China is
moving up the value chain and that it, like many other

countries, is deliberately working towards that. However, it
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was also noted that it might take China one to two decades to
successfully do so. Another response underlined that China
has been very capable to value-add to sectors such as
construction, but there exist other challenges that China needs
to address. While China has been an extremely strong force the
past few years, its current challenges in the property sector,
external demands, geopolitics as well as its own structural

issues, need to be properly addressed for further growth.

Economic Competition in ASEAN

There were questions about how China’s advancement up the
value chain and the Chinese competition that follows would
impact ASEAN countries negatively, especially ASEAN

countries whose industrial structure overlaps with China’s.

The response to this question was that competition over the
long run is likely to have a positive effect. If the market is truly
growing as well as projected, Singapore is likely to benefit

from this.
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