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Q: How much reserves did Singapore spent during the pandemic?

A. $30 billion

B. $40 billion

C. $52 billion

So how much should we have in our 
reserves for future rainy days?

Source: google image
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Reserves: how much is enough?

Source: CEIC, OCBC

Country Official Reserve Assets (End-2022) US$ billion % of GDP

China 3306.53 19.7%

Hong Kong 424.03 120.8%

Japan 1227.58 29.6%

Singapore 289.48 76.5%

South Korea 423.16 27.8%

Switzerland 914.77 117.0%
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Fiscal conservatism: A modest FY23 budget deficit
S$mn 2017 2018 2019 2020 2021 2022 2023F

Revenue 75816 73738 74274 67376 82487 90278 96698

Expenditure 73556 77824 75337 86366 94796 106948 104146

Primary Balance 2259 -4086 -1063 -18989 -12310 -16669 -7447

Special Transfers Excl. Top-ups 2112 1689 1561 33502 6828 2913 2764

Top-ups 4010 7300 13568 17320 6250 16820

Special Transfers 6122 8989 15129 50822 6828 9163 19584

NIRC 14724 16413 17038 18244 20365 21611 23481

Overall Balance 10861 3339 845 -51567 1227 -4221 -3550

NSI capitalisation 654 2278 3528

NSI depreciation

SINGA Interest Costs & Loan Expenses 93 332

Overall Fiscal Position 10861 3339 845 -51567 1880 -2036 -355

As % of GDP 2.3% 0.7% 0.2% -10.5% 0.3% -0.3% -0.1%
Source: MOF
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Fiscal prudence: to balance budget for each term of government 

Source: MOF, OCBC Estimates
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Understanding the Net Investment Returns Contribution (NIRC): 

Source: MOF

Prior to Fiscal 
Year 2009

- Up to 50% of 
the Net 
Investment 
Income (NII) 
derived from 
past reserves 
from the 
remaining 
assets

From Fiscal Year 2009 onwards

- Introduction of the Net Investment Returns 
(NIR) component, and the implementation of 
the NIR framework.

- NIRC comprises:

• Up to 50% of the NIR on the net assests
invested by GIC and MAS; and,

• Up to 50% of the NII derived from past 
reserves from the remaining assets

2015 - Present

- Constitutional amendment to include 
Temasek in the NIR framework.

- NIRC comprises:

• Up to 50% of the NIR on the net 
assets invested by GIC, MAS, and 
Temasek; and,

• Up to 50% of the NII derived from 
past reserves from the remaining 
assets
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More challenging economic and investment environment: 

Source: MOF, MAS, GIC, Temasek

• Caveat: not net of liabilities.
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• Budget 2023 focuses mainly on helping households
cope with rising cost of living issues, with the
Assurance Package enhanced by $3b to $9.6b. This
includes:

• A permanent increase of GSTV quantum to $350-700
in 2023 and $450-850 from 2024 onwards;

• Doubling of U-Save rebates over next three tranches in
April, July, and October 2023.

• Firms will benefit from the new Enterprise Innovation
Scheme and additional help from the Singapore Global
Enterprises initiative and the SME Co-Investment Fund.
The extension of the Senior Employment Credit and
the Part-time Re-employment Grant till 2025 as well as
the Progressive Wage Credit Scheme would help in the
transition period.

• A modest deficit of S$0.4bn (or 0.1% of GDP) for 2023,
despite adjustments to the Buyer’s Stamp Duty (BSD),
Additional Registration Fee (ARF) and tobacco excise
duty. FY21-23 budget deficit is only $510m.

Budget 2023 takeaways:

8

Source: MOF
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• Barring a material economic deterioration, the hurdle to not proceed with the next 1% point GST hike to 9% appears high.

• Inflation is sticky in 2023 due to domestic price drivers. Fiscal redistribution remain key to minimizing income equality.

• Carbon tax will rise from $5/tCO2e to $25 in 2024-2025, $45 in 2026-27 & reach $50-80 by 2030. Impact on consumers?

Inflation buster: the $9 billion Assurance Package for households 

9

Source: MOF
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• Firms are facing manpower crunch and wage pressures. No tightening/loosening of FW policy. 

• More productivity gains needed: $4 billion top-up to National Productivity Fund & include investment promotion. 

• SMEs may react to the CPF contribution changes & doubling of paternity leave, in addition to PWM. 

Supporting businesses & workers: 

10Source: MOF
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Pro-family measures: will it move the needle? 

11

• S’pore’s resident total fertility rate had recovered slightly to 1.12 in 2021
from 1.10 in 2020, but hit a record low of 1.05 in 2022 (Tiger year). Pre-
Covid level was 1.14 in 2019. Even South Korea just smashed its own
record for the world’s lowest fertility rate again to 0.78 in 2022 (2021:
0.81).

• Paternity leave doubled to 4 weeks & unpaid infant care leave increased
from 6 to 12 days per year for child’s first two years. This will increase
parental leave for a working couple from 22 weeks to up to 26 weeks in
the child’s first year.

• First-timer families with children and younger married couples will get
greater priority (including additional ballot) for BTO flats, while housing
grants for first-timer families buying resale flats will also rise by up to
$30,000.

• Lapse for Foreign Domestic Worker Levy Tax Relief from YA25. Working
Mother’s Child Relief (WMCR) will change from % of earned income to a
fixed dollar relief from YA25.

Resident total fertility rate 

Source: Singstat, MOF
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Additional revenue lever or wealth redistribution?

12

• Wealth taxes in the name of a progressive tax system: how far to go
without killing the golden goose?

Source: MOF
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Income inequality has improved with fiscal transfers: 

13

• Median monthly household income grew 6.1% (nominal) 
and 0.2% (real) in 2022, and 2.9% (nominal) and 0.6% 
(real) from 2017-2022. Resident households received 
$5,765 per member on average from government 
schemes in 2022. 

• The Gini coefficient fell from 0.444 in 2021 to 0.437 in 
2022, and from 0.437 to 0.378 after adjusting for 
government transfers and taxes. 

• Important to continually grow the economic pie. 

Median household income from work

Average household income from work per household member 

Household income inequality

Source: Singstat
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What are the business challenges? 

14

• The top challenges faced by Singapore businesses are related
to (a) the increase in overall business costs and (b)
manpower.

• The primary cost challenge is wages, logistics and overall cost
pass-through.

• The top 3 manpower challenges are rising manpower cost
(75%), attracting/retaining younger workers (51%), and new
foreign manpower policies (48%).

Source: SBF
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No quick fixes: wage growth, training and/or foreign talent policy? 

15

• Two sides of the coin: workers want higher wages given elevated inflation, while employers want higher productivity.

• NTUC-SNEF taskforce recommended “unemployment income support” in 2021.

Source: SBF, MOM
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Revenue drivers & fiscal trends: 

Source: MOF

• Medium term projections of expenditure and revenue 
trends: negative jaws. Government spending will rise from 
~18% of GDP to 19-20% for FY2026-2030 and possibly 
exceed 20% by FY2030. However, operating revenue is only 
~15% of GDP + ~3.5% from NIRC, total is only ~18.5%.  

Source: MOF
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GST: Still relatively low compared to other countries

Source: PwC

Comparison within ASEAN

Country GST / VAT

Brunei N/A

Cambodia 10%

Indonesia 11%

Lao PDR 10%

Malaysia Sales tax: 10%; Service tax: 6%

Myanmar
No VAT. However, the indirect tax in 

Myanmar is commercial tax, with the 
general rate of 5%.

Philippines 12%

Singapore 8% (9% in 2024)

Thailand 7%

Vietnam 10%

Comparison across Advanced Economies

Country GST / VAT

Australia Goods and services tax: 10%

Canada
Combined federal and 

provincial/territorial sales taxes: range 
from 5% to 15%.

France Turnover tax: 20%

Germany VAT: 19%

Japan Consumption tax: 10%

South Korea 10%

Singapore 8% (9% in 2024)

United Kingdom 20%

United States NA
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BEPS 2.0: a potential additional challenge for S’pore?

Source: MOF

• Pillar 1 seeks to re-allocate profits of the largest and most profitable multinational 
Enterprises (MNE), from where the economic activities are conducted to where the 
markets (i.e., consumers) are located. 

• Given our small domestic market size, Singapore will lose revenue.

• Pillar 2 effectively introduces a global minimum effective tax rate of 15% for large MNEs 
via the Global Anti-Base (GloBE) Model Rules:

• The long-term revenue impact is uncertain and would depend on how 
governments and companies respond. The Government is expected to use any 
additional revenues that is collected from Pillar 2 to enhance the country’s 
economic competitiveness.

• Net fiscal impact of BEPS 2.0 on Singapore may not be favourable under Pillar 2. It is also 
not factored into MOF’s medium-term fiscal projections.
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Key takeaways: 
1. We live in a VUCA world. BEPS2.0 will pose an additional challenge for small market. 

➢ Upside from China’s reopening and nearing end of global monetary policy tightening.

➢ But geopolitical uncertainties have not resolved and inflation remains elevated. 

2. Fiscal prudence is a matter of judgement. 

3. Singapore government takes a long-term view of fiscal sustainability. 

4. The Singapore version of a progressive tax system has unique features. 

5. At the end of the day, growing the 

economic pie is key to ensuring fiscal 

sustainability, a dynamic job market and 

continued wealth creation.

Overall government expenditure (% GDP, 2019)
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When in doubt, who do you ask? 
Chat GPT Find us on Telegram: search “OCBC Research Insights”
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Thank you
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