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Services Laggards & Construction to Catch Up in 2022 

We forecast GDP growth moderating from the strong +7.1% in 2021 to +3.8% in 2022 and 

+2.5% in 2023. A broader services and construction recovery will drive GDP growth in 2022, 

as the manufacturing momentum eases. Semiconductor production, which accounts for 36% 

of total manufacturing, is operating near full capacity. With the economic reopening and 

expansion of Vaccinated Travel Lanes (VTLs), consumer-facing and travel-related sectors – 

F&B, retail, recreation, hospitality - will catch up and recover more strongly in 2022. 

Relaxation of border controls will help ease foreign worker shortages, although construction 

output will likely remain below pre-pandemic levels in 2022. About 86% of the population 

has received at least one vaccine dose as at 27 November. Booster shots started on 15 Sep, 

while vaccination of children below 12 years will start early next year. 

Inflation to Peak in 2Q 2022 Before Easing  

Inflation is climbing, driven by both cyclical and structural factors, and will likely peak in 

2Q before moderating in the second half. Inflation pressures from energy and food prices, 

and supply chain disruptions will likely ease by the second half of 2022. We forecast core 

inflation rising to +1.8% in 2022 (from +1% in 2021), driven by higher energy and food prices; 

and wage costs from a tighter labor market and expansion of the Progressive Wage Model 

to more sectors (retail in 2022, F&B in 2023) and introduction of the Local Qualifying Salary 

(LQS) of S$1,400 in September 2022. Headline inflation will likely rise to +2.6% in 2022 

(from +2.2% in 2021), above MAS’s forecast range of 1.5%-2.5%, driven by rising 

accommodation costs and private transport costs due to high COE premiums. The 2%pt GST 

hike will likely not occur in 2022 given inflation risks and materialize in 2023. We expect 

the MAS to tighten monetary policy again in April 2022 by steepening the S$NEER 

appreciation slope further.  

Foreign Employment Recovers But Labor Market Still Tight 

Non-resident employment will likely recover in 2022, by an estimated 75k to 125k, with 

the relaxation of border controls and expansion of quarantine-free vaccinated travel lanes. 

Foreign employment has fallen by a cumulative -214k as of Jun 2021 since the start of 2020. 

Total employment has fallen by a smaller -171k due to the recovery in resident employment 

(+43k). Stricter border controls and foreign worker measures will however dampen the 

recovery in foreign employment, which will remain well below pre-pandemic levels in 2022. 

The job market recovery and return of expats will support property prices and rents, which 

have been rising due to housing completion delays, Singapore’s safe-haven status and the 

return of overseas Singaporeans.  

Risks: New Lethal Variants, Extended Supply Disruptions, Fading 
Fiscal Support, China Slowdown 

The recovery may remain bumpy despite a high vaccination rate. First, new infectious 

variants (such as the Omicron) may force targeted lockdowns and slow the speed of 

reopening. Second, extended supply disruptions could dampen the global recovery and lead 

to more persistent inflation. Third, fading fiscal support and ending of wage subsidies may 

hurt struggling sectors and smaller companies. Fourth, China’s slowdown and “zero Covid” 

strategy may dampen exports, disrupt supply chains and worsen logistical bottlenecks 
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1. Services Laggards & Construction Catch-Up   

We forecast GDP growth moderating from the strong +7.1% in 2021 to +3.8% in 

2022 and +2.5% in 2023. A broader services and construction recovery will drive 

GDP growth in 2022, as the manufacturing momentum eases. Semiconductor 

production, which accounts for 36% of total manufacturing, is operating near 

full capacity. Chip output growth decelerated to +3.9% in October, from +8.1% 

in 3Q21 and +20% in 2Q21 (see Fig 2).  

With the economic reopening and expansion of Vaccinated Travel Lanes (VTLs), 

consumer-facing and travel-related sectors – F&B, retail, recreation, 

hospitality - will catch up and recover more strongly in 2022. Singapore has 

started vaccinated travel lanes with 18 countries so far, which accounted for 

more than half of total visitor arrivals pre-pandemic – the largest markets being 

Indonesia (16.3% of total arrivals), India (7.4%) and Malaysia (6.4%). 

Relaxation of border controls will help ease foreign worker shortages, although 

construction output will likely remain below pre-pandemic levels in 2022. 

Disruption of material supplies due to lockdowns and high freight costs have 

worsened project delays and resulted in a surge in cost of materials including 

aluminium, concrete and steel rebar.  

About 86% of the population has received at least one vaccine dose as at 27 

November. Booster shots started on 15 September, while vaccination of 

children below 12 years will start early next year. The interval rate for 

receiving boosters was standardised to 5 months for all eligible age groups, 

which would imply that half of the population may have received three doses 

by the end of 2021 (from current 25%).     

Fig 1: Services & Construction to Catch-Up in 2022, 
Manufacturing Momentum Moderates  

 

Source: CEIC 
 

 Fig 2: Semiconductor Manufacturing Near Full Capacity  
 

 

Source: CEIC 
 

 

2. Inflation to Peak in 2Q 2022    

Inflation is climbing, driven by both cyclical and structural factors, and will 

likely peak in 2Q before easing in the second half. Inflation pressures from 

energy and food prices, and supply chain disruptions will likely ease by the 

second half of 2022. There are tentative signs that supply chain bottlenecks 

are easing with shipping rates having fallen by around 12% from their peak 

in September. Chip prices have also been sliding since August. But wage 

cost pressures and services inflation may intensify in the second half with 

the introduction of the Local Qualifying Salary (LQS) and expansion of the 

Progressive Wage Model (PWM) to retail in September 2022.    
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We forecast core inflation rising to +1.8% in 2022 (from +1% in 2021), driven 

by higher energy and food prices; and wage costs from a tighter labor 

market and expansion of the Progressive Wage Model to more sectors (retail 

in 2022, F&B in 2023) and introduction of the Local Qualifying Salary (LQS) 

of S$1,400 from September 2022. Core inflation will likely moderate to 

+1.5% in 2023 as foreign worker shortages will be less acute as borders 

restrictions are slowly unwound.  

 

Headline inflation will likely rise to +2.6% in 2022 (from +2.2% in 2021), 

above MAS forecast range of 1.5%-2.5%, driven by rising accommodation 

costs and private transport costs due to high COE premiums. The 2%pt GST 

hike will likely not occur in 2022 given inflation risks and likely materialize 

in 2023. Rents may continue to climb with the return of foreign workers and 

housing completion delays in 2022.  

 

We expect the MAS to tighten monetary policy again in April 2022 by 

steepening the S$NEER appreciation from the current +0.5% pace per annum 

to +1% given rising core inflation risks. The SGD NEER is currently trading at 

around +0.5% above the implied mid-point (see Fig 4). Our FX team is 

forecasting the SGD to appreciate to about 1.32 against the US dollar by 

end-2022.  

 
Fig 3: Core CPI (+1.5%) Climbing, Headline CPI (+3.2%) Jumped 
to 8-Year High in October   

 

Source: CEIC 
 

 Fig 4: SGD NEER Currently Trading at Around 0.5% Above 
Implied Mid-Point   

 

Source: Maybank GM FX Research 
 

 

 

3. Foreign Employment Recovers But Labor 

Market Still Tight  

Non-resident employment will likely recover in 2022, by an estimated 75k 

to 125k, with the relaxation of border controls and expansion of quarantine-

free vaccinated travel lanes. Foreign employment has fallen by a cumulative 

-214k as of Jun 2021 since the start of 2020. Total employment has fallen 

by a smaller -171k due to the recovery in resident employment (+43k) (see 

Fig 6). Overall unemployment rate eased to 2.6% in 3Q21 from the peak of 

3.5% in 3Q20, while resident unemployment rate returned to pre-pandemic 

levels of 3.5% in 2Q21, similar to the level seen in 1Q20 (see Fig 5).  

Stricter border controls and foreign worker measures will however dampen 

the recovery in foreign employment, which will remain well below pre-

pandemic levels in 2022. The number of work permit holders in the 

construction, marine shipyard and process sectors plunged by nearly 60k, or 

16% in 2020 as many workers who ended their contracts chose to return 

home. Singapore recently reopened borders to travellers (excluding short-

term visitors) from South Asia including Bangladesh, India, Myanmar, Nepal, 
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Pakistan and Sri Lanka on 27 Oct. This will help address the worker shortages 

in the construction, marine and processing sectors.   

The job market recovery and influx of foreigners will likely support property 

prices and rents, which have been rising due to housing completion delays, 

Singapore’s safe-haven status and the return of overseas Singaporeans. 

Overseas Singaporeans fell for the second straight year by -23.9k to 179.5k 

in mid-2021, extending the -13.8k decline in 2020.  

Population fell by -4.1% to 5.45 million as at end June 2021, extending the 

-0.3% contraction in 2020. This was mainly on the back of the plunge in non-

residents (-10.7%) to a decade-low of 1.47mn. The fall in the resident 

population including citizens (-0.7%) and permanent residents (-6.2%) also 

contributed to the decline, and was mainly due to travel restrictions which 

resulted in more residents staying overseas for 12 months or more (and 

hence excluded from the population count). Total fertility rate fell to a 

historic low of 1.1 in 2020 (vs. 1.14 in 2019), as the pandemic resulted in 

10% fewer marriages compared to 2019.  

 
Fig 5: Overall Unemployment Rate Fall to 2.6% in 3Q 2021 from 
Peak of 3.5% in 3Q 2020 

 

Source: CEIC 
 

 Fig 6: Non-Resident Employment Fell by 214k Between 2020 
and Jun 2021  

 

Source: Ministry of Manpower 
 

Longer-term, Singapore is restructuring and transforming its economy and 

society to be more resilient and productive. Left-leaning policy changes 

could transform the economy to become a “higher wage, higher cost” 

structure. Tightening foreign manpower and immigration policies combined 

with minimum salaries and expansion of the progressive wage model will 

raise labor wage costs significantly. Population will grow by only about 0.5% 

per annum given the low fertility rate and aging demographic.  

 

Investments will flow into higher labor productivity and less labor–intensive 

sectors, including high-end manufacturing, financial services and infocom. 

Fixed asset investment commitments in manufacturing remained robust at 

S$10.1bn in the first 9 months of 2021, exceeding the upper end of EDB’s 

medium/long-term annual target of $8bn to $10bn (see Fig 7). Heavy public 

investments will be directed at green infrastructure.  

 

Singapore’s hub status will likely continue to thrive as a financial center, 

particularly in FX, private banking and asset management, and as regional 

MNC headquarters. Assets under management has risen by +13% CAGR over 

the past 5 years to S$4.7tn in 2020 (see Fig 8). The US-China rivalry, Hong 

Kong’s loss of independence and China’s zero Covid strategy will strengthen 

Singapore’s hub status.   
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Figure 7: Fixed Asset Investment Commitments at S$10.1bn in 
Jan-Sep 2021, Above EDB’s Target of $8bn-$10bn  

 

Source: EDB, Singstat 
 

 Figure 8: Assets Under Management Expanded by +13% CAGR 
Over the Past 5 Years to S$4.7tn in 2020 

 

Source: MAS 
 

  

Table 1: Singapore – Key Macroeconomic Indicators 

 2019 2020 2021E 2022E 2023E 

Real GDP (%) 1.3 -5.4 7.1 3.8 2.5 

By Expenditure:      

Private Consumption 3.3 -14.1 4.9 3.6 2.5 

Government Consumption 3.4 12.6 3.7 3.5 3.0 

Gross Fixed Capital Formation 1.2 -13.7 14.2 5.2 6.0 

Exports of Goods & Services 0.1 -4.3 6.0 4.4 4.0 

Imports of Goods & Services 0.2 -7.1 6.4 4.9 4.6 

By Industry:      

Manufacturing -1.5 7.3 11.4 3.0 3.0 

Construction 1.6 -35.9 20.4 14.0 6.0 

Services 2.0 -6.9 5.4 4.2 2.5 

Wholesale & Retail Trade -1.0 -3.7 4.7 2.7 2.0 

Transportation & Storage 0.2 -25.4 3.7 11.0 3.0 

Accommodation & Food Services 0.2 -26.6 7.4 13.9 6.0 

Information & Communication 12.1 2.1 8.8 2.6 3.0 

Finance & Insurance 7.8 5.0 7.5 4.1 3.0 

Business Services -2.3 -12.6 2.7 4.5 1.5 

Other Services 3.6 -8.9 6.1 3.3 2.0 

Current Account Balance (% of GDP) 14.3 17.6 20.0 18.0 17.0 

Fiscal Balance (% of GDP) -0.3 -13.9 -2.2 -0.5 1.0 

Headline Inflation (%, period average) 0.6 -0.2 2.2 2.6 1.2 

Core Inflation (%, period average) 1.0 -0.2 1.0 1.8 1.5 

Unemployment Rate (%, end-period) 2.3 3.0 2.7 2.4 2.3 

Exchange Rate (per USD, end-period) 1.35 1.32 1.35 1.32 1.30 

10-Year Government Bond Yield (%, end-period) 1.73 0.83 1.75 1.90 2.20 

3M SIBOR (% p.a., end-period) 1.77 0.41 0.45 0.62 1.10 

3M SORA (%, p.a., end-period) 1.27 0.13 0.16 0.33 0.81 
 

Source: CEIC, Maybank Kim Eng forecasts 
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Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being  limited to the extent (if any) as permitted by law. 

Thailand 
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public 
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MBST”) accepts no liability whatsoever for the actions of third parties in this respect.  

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MBST Institutional and Retail Research departments may differ in 
either recommendation or target price, or both.  MBST reserves the rights to disseminate MBST Retail Research reports to institutional investors who have requested to receive it. If you are 
an authorised recipient, you hereby tacitly acknowledge that the research reports from MBST Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version.   

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBST does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute,  is made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that 
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, verify, or certify the accuracy and completeness of the assessment result.  

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All 
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohib ited or restricted by any 
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yoursel f before reading it that Maybank KESUSA is permitted to provide research material 
concerning investments to you under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned 
within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor,  New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report. 
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Disclosure of Interest 
Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may have 
assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to those 
companies. 

 
Singapore: As of 6 December 2021, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report. 

 
Thailand: MBST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors 
should exercise their own judgment before making any investment decisions. MBST, its associates, directors, connected parties and/or employees may from time to time have interests 
and/or underwriting commitments in the securities mentioned in this report. 

 
Hong Kong: As of 6 December 2021, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.  

 
India: As of 6 December 2021, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst o r their associate / relative does 
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research 
report.  

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits fr om the subject companies or third party in connection with the 
research report on any account what so ever except as otherwise disclosed in the research report.  

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the 
entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a 
related investment and may receive compensation for the services provided from the companies covered in this report.  

OTHERS 

Analyst Certification of Independence 

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report. 

Reminder 

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming 
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest 
and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product 
should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in mak ing such a purchase. 

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE. 
 

 
 

Definition of Ratings 

Maybank Kim Eng Research uses the following rating system 

BUY Return is expected to be above 10% in the next 12 months (including dividends) 

HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends) 

SELL Return is expected to be below 0% in the next 12 months (including dividends) 

Applicability of Ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable 
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do 
not actively follow developments in these companies. 

 

UK 
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational 
Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third 
party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. 
Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.  

DISCLOSURES 

Legal Entities Disclosures 
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of 
Capital Markets and Services License issued by the Securities Commission in Malays ia. Singapore: This report is distributed in Singapore by Maybank KERPL (Co. Reg No 198700034E) which is 
regulated by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities (“PTMKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is 
regulated by the Financial Services Authority (Indonesia). Thailand: MBST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance 
and the Securities and Exchange Commission. Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and 
Exchange Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: KESHK 
(Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of 
India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). KESI is also registered with SEBI as Category 1 
Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA – Broker ID 
27861. UK: Maybank KESL (Reg No 2377538) is authorized and regulated by the Financial Conduct Authority. 
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Tel: (212) 688 8886 

Fax: (212) 688 3500 

 

Stockbroking Business: 
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Tel: (603) 2297 8888 

Fax: (603) 2282 5136 

 

 Hong Kong 
Kim Eng Securities (HK) Ltd 
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Tel: (852) 2268 0800 
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Kim Eng Securities India Pvt Ltd 
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Maybank Securities (Thailand) Public 
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