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Singapore delays consumption tax hike
Expansionary fiscal policy suggests the Monetary Authority of Singapore
will maintain its neutral policy stance at April's semi-annual meeting
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No GST hike until 2021
In a pleasant surprise, Singapore’s 2018 Budget released today did not include the most
anticipated Goods and Service Tax hike from this year. The rumoured two percentage point hike in
the GST to 9% (phased over two years) was postponed by the government to sometime between
2021 to 2025, although it would still be dependent on the state of the economy, the buoyancy of
taxes and expenditure growth. However, the authorities would still bring e-services (not ecommerce for goods) from overseas suppliers under the GST net from 2020.

Secure future amid ageing population
The budget aims to develop a vibrant and innovative economy with a fiscally sustained and secure
future amid Singapore’s ageing population. The proposed GST hike is one initiative to cope with
future challenges to the economy and strengthen public finances.

In the next decade, between 2021 to 2030, if we do not
take measures early, we will not have enough revenues
to meet our growing needs. - Finance Minister Heng Swee
Keat.

Expansionary budget initiatives in 2018
Increased social spending (proximity housing grants, extended conservancy and service
charges rebate for public housing, retirement and healthcare spending)
One-off payback of some of the 2017 budget surplus to Singaporeans
Extended corporate tax rebate and wage credit scheme
Funding support for companies to adopt productivity-enhancing technology and solutions
Increased tax deductions on licensing payment for commercial use of intellectual property
Increased infrastructure spending
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Among key revenue-raising measures are:
Hike in stamp duty on residential properties
Introduction of carbon tax
Hike in domestic workers’ levy
Increase in sin tax on tobacco

9.6bn

2017 fiscal surplus in SGD
2.1% of GDP

Better than expected

A small fiscal deficit in 2018
The expenditure in fiscal year 2018 is projected to rise by 8.3% and the overall budget shortfall is
projected at SGD 0.6bn (about 0.1% of GDP). This marks a sharp reversal from the SGD 9.6bn (2.1%
of GDP) fiscal surplus in 2017, which beat the projection of a SGD 1.9bn surplus (0.4% of GDP),
thanks mainly to a surge in investment income and stamp duty collection. The Budget assumes
GDP growth in 2018 slightly above the middle of the official forecast range of 1.5-3.5% (3.6% in
2016).

Reduced odds of MAS tightening
The expansionary fiscal policy suggests the Monetary Authority of Singapore, the central bank, will
maintain its neutral policy stance at its semi-annual meeting in April. Whether growth will be
sustained at the 3%-plus pace of the last two years depends on how exports perform, especially
after a strong run in the last year. Recent export data hasn’t been encouraging. And the continued
macro-prudential tightening measures for the housing and automobile sectors will keep inflation
subdued. The MAS is only forecasting inflation in a 0-1% range in 2018. This not a cause for
concern, nor a strong argument for the central bank to join the global tightening cycle as yet.
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Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
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is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
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London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
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United States under applicable requirements.
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