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A. S30 billion
B. S40 billion
C. S52 billion

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

&) 0CBC Bank

Source: google image
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Reserves: how much is enough?

Country Official Reserve Assets (End-2022) USS 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%

@ OCBCBank source:ceic,ocec
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Fiscal conservatism: A modest FY23 budget deficit

SSmn 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% C-O.l%nmr

&) ocBC Bank
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Fiscal prudence: to balance budget for each term of government

Singapore's Fiscal: Overall Balance and Overall Fiscal Position
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M Fiscal Balance during Term of Government
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Understanding the Net Investment Returns Contribution (NIRC):

/Prior to Fiscal\

Year 2009

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

/

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

- NIRC comprises:

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

e Up to 50% of the NIl derived from past
reserves from the remaining assets

@ oc Bc Ba nk Source: MOF
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/ From Fiscal Year 2009 onwards Y 2015 - Present

- Constitutional amendment to include

Temasek in the NIR framework.
- NIRC comprises:

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

e Up to 50% of the NIl derived from
past reserves from the remaining
assets

~

/




More challenging economic and investment environment:

e Caveat: not net of liabilities.
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§a 'OCBC Bank  source: MOF Mas, Gic, Temasek
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Budget 2023 takeaways:

&) 0CBC Bank

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 $50.4bn (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.

Source: MOF

Revised Estimated Change Over
FY2022 FY2023 Revised FY2022
$hillion Shillion Shillion % change
PERATING REVENUE 90.28 96.70 6.42 T
Corporate Income Tax 274 2426 152 67
Personal Income Tax 15.38 16.84 146 95
Withhalding Tax 212 2N 0.09 44
Statutory Boards' Contributions? 145 057 (0.88) ®1.0)
Assets Taxes 5.06 5.55 0.48 96
Customs and Excise Taxes 348 3N 0.24 70
Goods and Services Tax 1446 17.38 292 202
way - o ™5
Vehicle Quota Premiums er 388 0.0 04
Betting Taxes 283 284 om 04
Stamp Duty 5.82 5.15 (0.07) (13
Other Taxes? 6.36 6.63 0.27 43
Fees and Charges (Excluding Vehicle Quota Premiums) 3.68 395 0.07 17
Others 0.56 0.58 0.02 40
| eee-
95 104 15 (2801 7Tl |
Operating Expenditure 86.32 8362 (2.70) [N
_Development Expenditure 2063 20.52 (0.10y (0.5)
PRIMARY SURPLUS / DEFICIT? (16.67) (7.45)
Less:
SPECIAL TRANSFERS* 9.16 19.58 10.42 1137
Special Transfers Excluding Top-ups te Endowment and Trust Funds 21 2.76
COL Special Payment 113 11
CDC Viouchers 04 0.60
Other Transfers® 1.37 (.84
BASIC SURPLUS [ DEFICIT# (1 9&} !ﬂlﬁ]_
625 16,
National Productivity Fund - 4,
GST Voucher Fund 240 240
Progressive Wage Credit Scheme Fund 280 240
Top-ups to Endowment Funds? - 230
Changi Airport Development Fund - 200
Trust Fund for the Employment Credit Schemes - 150
National Rezearch Fund 0.90 1.20
Other Funds? 0.15 1.02
Add:
NET INVESTMENT RETURNS CONTRIBUTION 21.61 2348 1.87 8.7
OVERALL BUDGET SURPLUS / DEFICIT (4.22) {3.55)
Add:
CAPITALISATION OF NATIONALLY SIGNIFICANT INFRASTRUCTURE 228 35 125 548
Less:
DEPRECIATION OF NATIONALLY SIGNIFICANT INFRASTRUCTURE - - - -
SINGA INTEREST COSTS AND LOAN EXPENSES1? _0.09' 0.33 0.24 256.0
OVERALL FISCAL POSITION (2.04) (0.35)

Mate: Due to rounding, figures may not add up. Negative figures are shown in parentheses.
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Inflation buster: the $9 billion Assurance Package for households

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 S5/tCO2e to $25 in 2024-2025, S45 in 2026-27 & reach $50-80 by 2030. Impact on consumers?

Al ) ¢ Cash
- Age21to54 Up to $1,700 |
- Age 55 & above Up to $2,300
¢ MediSave Top-Ups
- Age 20 &below $150
- Age 55 & above $150- $600

For Households

® Child Development Account
Top-Up $400

e Edusave Account &
Post-Secondary Education $300
Account Top-Ups

e CDC Vouchers $300
e U-Save Rebates $440-$760

e S&CC Rebates 15-3.5 months

g OCBC Bank Source: MOF

CDC Vouchers

[Assurance Package (AP & Oct 2022 COL Package] 3300/
® U-Save Rebates

[GST Voucher [GSTV) Scheme® & AP] $110- $190,
® S&CCRebates (6s1v] Up to 0.5 months |

Seniors' Bonus Cash 2] $200-$300
@ MediSave Top-Ups (4] $150

U-Save Rebates [6STV & AP $110-$190
® S&CC Rehates [zs1v] 05-1 month(

Edusave Account & Post-Secondary $300 /
Education Account Top-Ups aF]

Cash [ap] Up to $400

® Seniors' Bonus Cash[ar] $200-$300

Confidential

U-Save Rebates [ssTv & AP] $110-$190
® S&CC Rebates [651v] 05-1 monthf
Cashestv] $350/$700
o MediSave Top-Ups [6sTv] $150 - $450/

Child Development Account Top-Upar < $400 f

U-Save Rebates [GSTv & AF]

® S&CC Rebates [651v)

Cash apl $200 - $600

“The AP cushions the impact of the GSTincrease for all Sir It has bean
fmsﬁ.ﬁmnmsaﬁbionmomou\tforhgm and to provide addti
suppart toSi af-

\

$110 - $190 /
05-1month |

10 address

'm Tha

GSTV Scheme provid hwrodefruy GST expenses of lower-
ingap: dthe

uppart provided by the AP

g :ﬁ Find out what youmay be eligibie for
Zlak . using our Support For You Calculator




Supporting businesses & workers:

* 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.

Deadling with Cost Pressures

@ Extend Enterprise Financing Scheme enhancements
till 31Mar 2024 to facilitate access to credit:

- 10% Government risk-share for trade loans

- Enhanced maximum quantum
for trade and working capital loans

- Support for domestic construction projects
via project loans

@ Extend Energy Efficiency Grant till 31 Mar 2024 for SMEs
in Food Services, Food Manufacturing, and Retail sectors to
adopt energy-efficient equipment, given higher electricity prices

Developing Local Enterprises
© Set aside $1billion to provide

customised support for promising

local companies under Singapore

Global Enterprises initiative

® Additional $150 million via
SME Co-Investment Fund
toinvest in promising SMEs

Building Capabilities and
Anchoring Quality Investments

@ Topup $4bilion to
National Productivity Fund
and expand scope to support
investment promotion

&)oce

Nurturing and
Sustaining Innovation

@ Introduce Enterprise Innovation Scheme
to support businesses' innovation activities
via enhanced tax deductions/allowances,
with a cash conversion option

Strengthen Retirement Adequacy

Supporting Workers

® Provide CPF Transition Support to lowerincome
Platform Workers in the first four years of
implementation, to cushion the impact of
their increased CPF contributions

Integrate Training and Job Placement

® Pilot Jobs-Skills Integrators in
PrecisionEngineering Retail, and
Wholesale Trade sectors to bring
together key players to develop
industry-relevant training and
facilitate job matching

® Increase CPF contribution rates for
senior workers in 2024 and provide
CPF Transition Offset to employers

® |ncrease minimum CPF

= :
=

monthly payouts for seniors on
Retirement Sum Scheme to $350

¢ Increase CPF monthly salary ceiling

® Topup $24 bilion to Progressive Wage Credit from $6,000 to $8,000 by 2026
Scheme fund for lower-wage workers,
and maintain higher Government co-funding Corporate Income Tax

share of eligible wage increases in 2023:
- Wages up to $2,500: increase from 50% to 75%

- Wages above $2,500 and up to $3,000:
increase from 30% to 45%

¢ Base Erosion and Profit Shifting Initiative (BEPS 2.0)

O Implement Global Anti-Base Erosion (GloBE) rules under BEPS
Pillar 2 and Domestic Top-up Tax (DTT) for large Multinational
Enterprise (MNE) groups from businesses' financial year starting
on or after 1Jan 2025

® Extend Senior Employment Credit and
Part-time Re-employment Grant for senior
workers till 2025 to continue providing wage
offsets, and encourage employers to offer flexible
work arrangements and structured career planning

C Will monitor international developments
and adiust as needed if there are delays

® Enhance Enabling Employment Credit to

encourage employment of persons with disabilites ~ © Update industry development schemes

to ensure that Singapore remains
competitive in attracting and
retaining investments

® Introduce Uplifting Employment Credit to
encourage employment of ex-offenders

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

* S’pore’s resident total fertility rate had recovered slightly to 1.12 in 2021 . Extend $3.000 Baby Support Grant for eligible Singaporean

children born from10ct 2022 to 13 Feb 2023

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

* For all other eligible Singaporean children:

record for the world’s lowest fertility rate again to 0.78 in 2022 (2021: ( Bomon 14Feb2023-31Dec2023 |  1Jan2024 onwards |
081) * Increase in Baby Bonus
Cash Gift by 53,000 (a\h
Paternity leave doubled to 4 weeks & unpaid infant care leave increased * Increase in Covernment ..#5‘..
from 6 to 12 days per year for child’s first two years. This will increase Cosh Sumort Development Account (CDA) il
. . ppor
parental leave for a working couple from 22 weeks to up to 26 weeks in gy T Step Grant
the child’s first year. - Increase Government
co-matching cap for
. . ope . . . . CDA by $1,000 for the
First-timer families with children and younger married couples will get first and second child
greater priority (including additional ballot) for BTO flats, while housing Government-Paid A “;:g::im
grants for first-timer families buying resale flats will also rise by up to Paternity Leave avoluntary basis)
$30,000. Working Mother’s Child Relief (WMCR)"
. . . . 8t mlh 15% of mother's
Lapse for Foreign Domestic Worker Levy Tax Relief from YA25. Working ehild earnedincome $8000
Mother’s Child Relief (WMCR) will change from % of earned income to a T 20% of mother's $10,000
fixed dollar relief from YA25. e  cnild 5% of et 512000
200 ] L | and beyond earned income

\ Dragon Year
i ’ 2012:129
£ 150 4
¢
; 5

“ Resident total fertility rate

@ oc Bc Ba n k Source: Singstat, MOF e

000 |
1980 1984 188 1992 139 2000 2004 2008 2012 2005 2020
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e

Mo change for WMCR dlaims on qualif ying Singaporean children
bom or adopted before 1 Jon 2024

* For all Singaporean children aged under 2 years from )“
1Jan 2024 onwards: Increase Unpaid Infant Care Leave ‘ '
from 6 to 12 days per year for each parent

11



Additional revenue lever or wealth redistribution?

* Wealth taxes in the name of a progressive tax system: how far to go
Table 3. Worked Examples

without killing the golden goose? P — R er—
- [l | ARF Payablel
OMY Band Examples of Car Models Within ile Pﬁ“b,le Und a?—i} i
OMV Band! nder Current nder New
, . (%) - Rates Rates
Buyer's _Sgamp Duty Vehicle Tax (%) (%)
and Additional Conveyance e AudiAG
Duties for Buyers @ Higher marginal Additional Registration Fee (ARF) rates . hmm; 3181
for higher-end and luxury cars . . _—
® Increase Buyer's Stamp Duty (BSD) rates for higher-value 40,001 - 50,000 * Land Rover Discovery Sport 2.0 62,000 lﬁ,?"mﬂ
properties, with effect from 15 Feb 2023: O Portion of Open Market Value in excess of $40,000 and * Mercedes Benz C130 AMG (+5.000)
k : ’ Line
s i : : to $60,000 will be taxed at190%,; in excess of $60,000 and
o For residential properties, the portion of the property value: 32 tO 38 0,000 Otl 250%: and in exce"s's OfXS 80,00 Osat 320% . To}rma Harrier 2.5 H}'brid
o lnlexcess of $1.5 million and up to $3 million e BMW 420I GC
e e ® Cap Preferential ARF (PARF) 50.001 - 60.000 | ® Mercedes Benz E200 $0.000 86.000
o Inexcess of $3 million will be taxed at 6% (up from 4%) rebates at S60,000 2 -, e Lexus ES300H > (+6.000)
o For non-residential properties, the portion of the * Volvo XC% B5RD
property value: Table 1. Current ARF Rates * Andi E-Tron 50 Quattro
o Inexcess of $1million and up to $15 million Open Market Value (OMYV) ARF Rate « BMWG30IGT
will be taxed at 4% (up from 3%) First $20.000 100% of OMV + Land Rover Defender 110
O Inexcess of $1.5 million will be taxed at 5% (up from 3%) Next $30.000 140% of OMV ¢ Maserati Levante GT Hybrid 136.000
e BSD rates on or before 14 Feb 2023 will apply for eligible Next $30.000 180% of OMV 60,001 - 80,000 * Mercedes E300E 116,000 N )
transitional cases In excess of $80,000 220% of OMV Avantgarde (+20.000)
¢ Tesla Model ¥ EWD
® Additional Conveyance Duties for Buyers, which applies to Table 2. New ARF Rates » Toyota Alphard Hvbrd
qualifying acquisitions of equity interest in property holding entities, - -
willbe adjusted accordingly oMY ARF Rate EIEEMCE
First $20.000 100% of OMV + Porsche Macan ITT
Next $20,000 140% of OMV « BMW X XDrivedD 200,000
" Next §20,000 100% of OMV 80.001-100.000 | Porsche Cayenne 160,000 (+40,000)
Tobacco Excise Duty Next $20.000 250% of OMV Do 911 C 20,000
. L orsche aiTera 220,
® Increase excise duty on tobacco products by 15% In excess of 80,000 320% of OV 100,001 —200.000 ¢ Mercedes Benz Maybach 5580 380.000 (+140.000)
) » Bentley Flying Spur V8 840,000
200,001 - 300,000 . F Portofino M 600,000 (+240.000)

>
&2 ) OCBCBank  source:mor e
— 1. Examples are for illustration pwrposes. Based on OMV data published by LTA for December 2022,

2. The hsted ARF payable does not include any rebates or surcharges under the Vehicle Emissions Scheme,
and rebates under the Electric Vehicle Early Adoption Incentive.

12
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Income inequality has improved with fiscal transfers:

* 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

S5,765 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.

e Important to continually grow the

economic pie.

Median household income from work
Change Over the Years After Adjusting for Inflation

O Per Household
0.2% in 2022
2.9% (0.6% p.a.) from 2017 to 2022

& Per Household Member

o O ) O $10,099
$9.023 $9,293  $9425  ¢g99gg $9,520
3,287
$2,699  $2,792  $2925 52,886 3007 %
2017 2018 2019 2020 2021 2022

@ oc Bc Bank Source: Singstat

A 2.6%in 2022
A 11.9% (2.3% p.a.) from 2017 to 2022

15t (Lowest)

10% (Highest)

Deciles

2nd
3rd
ath
Sth
6th
7th
8th
9th

10.1%

4.8%
2.9%
2.5%
2.3%
2.6%
2.2%
2.4%
1.1%
-1.3%

Before accounting for

Government transfers and taxes

() Adfter accounting for

Government transfers and taxes

Nate: The dollar values in the chart are not adjusted for inflation.

Confidential

Change in 2022 After
Adjusting for Inflation

Average household income from work per household member

Cumulative Change from 2017 — 2022 After
Adjusting for Inflation

-2.1% .

Household income inequality

0.478
0.463
C 0.444
\ 0437
0432
0.409 : ¢

N

D
0.378

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
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The Challenges Faced by Singapore Businesses

What are the business challenges?

The two primary categories of challenges faced by Singapore businesses are largely related to the

* The top challenges faced by Singapore businesses are related increase in overall business costs and manpower. These challenges are faced by both SMEs and large
to (a) the increase in overall business costs and (b) ComgamEy i,
man p ower. Top Challenges Faced (%) SMEs Large Companies
* The primary cost challenge is wages, logistics and overall cost =~ ncresseinoversiibusiness costs | R 66% 67%
pass-through. sl o mankower 52% 52%
* The top 3 manpower challenges are rising manpower cost T N - 51%
(75%), attracting/retaining younger workers (51%), and new
. . . ustomer demand uncertain “ 50% 37%
foreign manpower policies (48%). SRS
Rental cost - I as%

Areas that Businesses Faced Increased Operating Costs

Total Respondents (%) iﬂif Large ifg?pa"ies
% 1
woges [N 7> 75 a2% . v | lanee
2021 Top manpower challenges companies
N=894 N= 654
N=240
Logistcs N 5 50% 59%
62% 75%  Rising manpower cost 75% 74%
Overall cost past-through _ 48 49% 46% ' ' . . |
45% 51%  Attracting and/or retaining younger workers 50% 54%
procurement [ I 28 46% 53% 50% 48% New foreign manpower policies (e.g. higher income 48% 49%
requirements for S-Pass or EP holders) will raise costs
office/shop utilities ||| 25 45% 46% 37% 47% Limited pool of local high-skilled labour 46% 52%

44% 43% Stricter policies that limit the supply of foreign

@ oc Bc Bank Source: SBF _ workforce

Base: All who faced any manpower challenge (96% of total respondents)

43% 43%
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No quick fixes: wage growth, training and/or foreign talent policy?

* 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.

Total
N=627

54%

48%

41%

35%

27%

Ways to attract / retain staff Total

1. Provide competitive employee

salary and benefits package b
2. Strengthen employer brand 49%

3. Articulation of clear progression
prospects leading to key leadership 46%

positions
4. Provide hybrid home & in-office
. 39%
workspace option
5. Flexi work hours (e.g. half day,
3 28%
certain days per week)
6. Increase the advertising and
: ; : 23%
promotion of the job opening
7. 4-day work week 11%

Top foreign manpower challenges

Changes to S Pass qualifying salary

Changes to Employment Pass (EP) qualifying salary

Tightening of overall Dependency Ratio Ceiling (DRC) quota for
Work Permits and S passes

Increase in local qualifying salary (LQS) for locals to count towards
a firm's quota for Work Permits and S Passes

Revisions in S pass sub-DRC quota

Unable to employ Work Permit holders from specific countries

g OCBC Bank  source: s8F, mom

SMEs Large
companies
78% 88%
45% 60%
43% 53%
33% 52%
28% 29%
23% 23%
11% 12%

Action to Overcome Challenges

Increase wages to attract locals
Hire more locals

Redesign jobs to be more
Attractive

Invest in technology

48%

43%

42%

35%

30%

Outsourcing to 3rd party

Confiden

Top Challenges in Training (%)

Limited manpower to cover staff undergoing training

Training programmes do not offer not practical
business applications

Difficulty in changing the mind-sets of employees to

accept new forms of training

Fear of losing employees after new skills

Inability of employees to adopt new mind-sets and

(%)

80

70

[
=]

B
=]

w
o

[~
o

-
o

o]

methods of working

Unaware of relevant training programmes

Training Participation Rate of Employed Residents

38

36

34

27

23

N

2021
Total

SMEs

46% 42%

35%

34%

31%

25%

24%

Large Companies

33%

45%

41%

40%

33%

23%

Professionals Managers & Associate Service & Sales
Administrators (incl.  Professionals & Workers
Working Technicians

Proprietors)

Cleaners, Labourers
& Related Workers

Clerical Support
Workers

Plant & Machine
Operators &
Assemblers

Craftmen & Related
Trades Workers

m2018
m2019
m 2020

2021
m2022
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Medium-term Government Expenditure and
Revenue drivers & fiscal trends:  cevene wonee s com i RECLEED
Medium term projections of expenditure and revenue
trends: negative jaws. Government spending will rise from R T P
~18% of GDP to 19-20% for FY2026-2030 and possibly - Budget 2022 Revenue Moves - Budget 2022 Revenue Moves
exceed 20% by FY2030. However, operating revenue is only
~15% of GDP + ~3.5% from NIRC, total is only ~18.5%. 20% 20%

Government 20 Government 200
. ~ ] b a 0
Breakdown of Government Operating Revenue in FY2022' Chart 1.1 Expenditure  » Expenditure »
- L
s PR
7 ==""  ~19%
19% K o -® ~19% 19% W 7o
- 2
Withholding Tax, 2.3% Statutory Boards’ Contributions, 1.6% s %
\
Motor Vehicle Taxes, 2.5% Others, 0.6% 18% \\ ~18% 18% e _18%
Betting Taxes, 3.1% \'. Total
Customs, Excise and
2 Corporate
Carbon Taxes, 3.9% b il Total Revenue
Vehicle Quota 25.2% 17% Revenue 17%
Premiums
4.3%
Fees and Charges
(Excluding Vehicle 16% 16%
Quota Premiums)
i 15.6% 15.6%
Assets Taxes 15% 15%
5.6%
Stamp Duty 14% 14%
6.4% Personal ‘6-9 NG Q;\? AP Q?? 16'9 N ‘d'\? N “5"'70
~ ~ ~ N
v S $ & & ¢ S & 5 9 ¢
0% v v ~ ~ v v v v v v
Other Taxes
7.0%
Goods and Services Tax Source: MOF Estimates
16.0%
Notes:
' The Qovemment‘s Overa!l Revenue comprises the Government’s Operating Rew./enue and NIRC. The Government’s a.cCoviD-19 expenditure excluded for comparability.
Operating Revenue, which includes tax and non-tax revenues (shown above) contributes to 80.7% of the Government’s X
Overall Revenue in FY2022. NIRC, which is itemised in Section 1.5, contributes to the remaining 19.3% of Overall Revenue b.Total Revenue = Operating Revenue + NIRC.
in FY2022
Source: MOF

Confidential



GST: Still relatively low compared to other countries

Comparison within ASEAN

Comparison across Advanced Economies

Country GST / VAT
Brunei N/A

Cambodia 10%

Indonesia 11%

Lao PDR 10%

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

No VAT. However, the indirect tax in
Myanmar Myanmar is commercial tax, with the
general rate of 5%.

Philippines 12%

Singapore 8% (9% in 2024)

Thailand 7%

Vietnam 10%

Country GST / VAT
Australia Goods and services tax: 10%
Combined federal and
Canada 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

@ oc Bc Ba nk Source: PwC
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BEPS 2.0: a potential additional challenge for S’pore?

* 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.

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

* Pillar 2 effectively introduces a global minimum effective tax rate of 15% for large MINEs
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 Overall government expenditure (% GDP, 2019)
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Note: Singapore (2030) assumes the projected upper bound for Government Expenditure.
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When in doubt, who do you ask?

Chat GPT Find us on Telegram: search “OCBC Research Insights”
Scan the below QR code

A T

Disclaimer (@OCBCRESEARCHINSIGHTS

This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part to any other person without our prior written consent. This publication should not be construed as an offer or solicitation
for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely performance of the
securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of
publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently verifying its contents. The securities/instruments mentioned in this publication may not be suitable
for investment by all investors. Any opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such
information or opinion or estimate. This publication may cover a wide range of topics ad is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, they should not be
relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or
particular needs before you make a commitment to purchase the investment product. OCBC Bank, its related companies, their respective directors and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment
products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC Bank and its Related Persons may also be
related to, and receive fees from, providers of such investment products. This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in
any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or
related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity
that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID I1”), or any part thereof, as implemented in any jurisdiction.

No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any jurisdiction).
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