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EXECUTIVE SUMMARY

The Singapore economy staged a moderate growth of about 5% in the first half of
2011, a contrast to the exceptional strong growth of 14.5% in 2010, as a result of
the softening global economic conditions. The construction sector growth
averaged about 2% in the first half, weighed down by the slower private sector
construction activities. Owing to the downside risks arising from the sluggish US
economic condition and eurozone’s sovereign debt concern, the Ministry of Trade
and Industry (MTI) expects the growth of the Singapore economy to reach a

moderate pace of 5% for the whole year of 2011.

Total construction demand” in 2010 increased by 20% year-on-year to $27.1
billion?, with the private sector contributing to about two thirds of the overall
demand. The strong private sector construction demand was boosted by the
upbeat residential property market, award of various major power utilities projects
and the Singapore Sports Hub. For 2011, total construction demand is on track
to reach the projection of between $24 billion and $30 billion. While the private
sector construction demand is anticipated to slow down amidst a more moderate
economic outlook, the public sector construction demand is expected to
strengthen on the back of stronger civil engineering construction demand led by
MRT (Mass Rapid Transit) and related projects as well as the ramp-up in public

housing developments.

" Construction demand is measured by total value of construction contracts awarded. All
construction demand figures exclude reclamation projects.
2 All currencies stated in this paper are in nominal Singapore dollars unless otherwise stated.
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2.1 Macro Economic Review and Outlook®

2.1.1 Overview of the Singapore Economy in 2010

In 2010, the Singapore economy expanded by 14.5%, compared to the
contraction of 0.8% in 2009. The expansion was across all sectors of the
economy (Chart 2.1.1). The manufacturing sector rebounded strongly, growing by
about 30% in contrast to the decline of 4.2% in 2009. Following the robust year-
on-year double-digit growths in the preceding three years, the construction sector
expanded by a moderate 6.1% in 2010.

Chart 2.1.1: GDP and Sectoral Growth Rates in 2010
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2.1.2 Economy in the First Half of 2011

The Singapore economy registered a modest growth of about 5% in the first half
of 2011, weighed down by political turmoil in the Middle East and North Africa
region, the calamity in Japan, sovereign debt default in Europe and stalling
economy in the US. The growth of construction sector averaged about 2% in the
first half due to sluggish private sector construction activities as a result of
weakened private sector construction orders in 2009 and overall moderation of

construction demand since 2009.

Taking into account the economic performance in the first half and the softening
global economic conditions coupled with heightened uncertainties, the MTI

expects the growth of Singapore economy in 2011 to be around 5%.

* Source: Economic Survey of Singapore, 2010 and second quarter 2011, Ministry of Trade and
Industry Singapore.
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2 Main Economic Indicators
Year | 2006 | 2007 | 2008 | 2009 | 2010
GDP and Components
GDP at real prices
(Base Year=2005) (S$Milion) 226,933 | 246,846 | 250,516 | 248,587 | 284,561
GDP at current market prices 230,509 | 267,254 | 267,952 | 266,659 | 303,652
(S$Million)
GDP growth (%) 8.7 8.8 1.5 -0.8 14.5
Manufacturing sector
(Base Year=2005) (S$Million) 59,838 | 63,393 | 60,739 | 58,218 | 75,479
% growth 11.9 5.9 -4.2 -4.2 20.7
Wholesale & Retail Trade Sector
(Base Year=2005) (S$Milion) 37,674 | 40,679 | 41,957 | 39,438 | 45412
% growth 9.4 7.8 3.1 -6.0 15.1
Transport & Storage Sector
(Base Year=2005) (S$Million) 22136 | 23,910 | 24,757 | 22,531 | 23,883
% growth 6.4 9.6 3:5 -9.0 6.0
Financial Services
(Base Year=2005) (S$Milion) 24,004 | 27,755 | 29,001 | 30,240 | 33,933
% growth 12.3 14.6 4.5 4.3 12.2
Business Services
(Base Year=2005) (S$Million) 22,636 | 26,141 | 28,046 | 29,250 | 30,977
% growth 8.8 14.1 7.3 4.3 5.9
Construction sector
(Base Year=2005) (S$Million) 6,447 7,499 9,008 | 10,545 | 11,188
% growth 2.7 16.3 20.1 17.1 6.1
Demographic Indicators
E’ggg)'a”o" - Singapore Residents' | 4 5550 | 35831 | 36427 | 37339 | 37717
Population growth rate (%) 1.7 1.6 1.7 2.5 1.0
Total labour force ('000) 2,594.1 | 2,710.3 | 2,939.9 | 3,030.0 | 3,135.9
Labour force growth rate (%) 9.6 4.5 8.5 3.1 3.5
Unemployment rate (%) — Seasonally 97 93 99 39 99
adjusted as in June ' ' ' ' '
Financial Indicators
Savings deposits (%)
(Average quotes from 10 leading 0.25 0.25 0.22 0.15 0.13
banks)
Prime lending rates (%)
(Average quotes from 10 leading 5.33 8.38 5.38 5.38 5.38
banks)
Changes in consumer price index
(Base period = 2009, % change over 1.0 2.1 6.6 0.6 2.8
previous year)
Annual average exchange rate with 159 151 141 145 136

$US (S$ Per US$)

Sources: Singapore Department of Statistics, Ministry of Trade and Industry and Ministry of Manpower Singapore.
'Singapore resident population comprises Singapore citizens and permanent residents.
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3.1 Overview of the Construction Industry (Table 3.1.1)
3.1.1 Construction Demand Review for 2010

Total construction demand in 2010 increased by 20% year-on-year to $27.1
billion. The public sector construction demand totalling $8.4 billion contributed 31%
to the overall demand. On the back of extraordinary economic growth, the private
sector construction demand rebounded remarkably from 2009 and turned in a
robust volume of $18.7 billion, fuelled by the upbeat residential property market
as well as construction orders for various major power utilities projects and the

Singapore Sports Hub.

Public Sector

Total public sector construction demand in 2010 dropped by around 40% to $8.4
billion. Of which, public residential construction demand remained similar to
2009's level of $2.8 billion in 2010. While institutional construction demand
softened slightly to $2.3 billion, industrial construction demand rose to the highest
volume since 2003 to close to $1 billion due to the construction orders for
Singapore’s first Liquefied Natural Gas (LNG) terminal at Jurong Island and
active industrial developments at Seletar Aerospace Park. On the other hand,
rescheduling of some MRT Downtown Line Stage 3 projects resulted in a drop in
public civil engineering construction demand from the high annual volume of

about $8 billion in preceding two years to $2.2 billion in 2010.

Private Sector

The remarkable Singapore economic recovery since the beginning of 2010
fuelled a sharp rebound in private sector construction demand. Total private
sector construction demand in 2010 was more than doubled year-on-year and
reached $18.7 billion, comparable to the levels prior to the onset of the global

financial crisis in September 2008.

Residential construction demand surged to a record high of $8.7 billion, bolstered
by sanguine sentiments and strong home sales. Likewise, commercial
construction demand was boosted by the improved business environment and

revival in visitor arrivals, rising to $3.1 billion in 2010. In tandem with the
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outstanding performance in the manufacturing sector, industrial construction
demand firmed up to $3.3 billion, backed by higher volume of conventional
industrial developments and a few sizeable Engineering, Procurement and
Construction (EPC) projects for power utilities.  Furthermore, institutional
construction demand shot up to $2.7 billion, another historical high arising from

the construction of the Singapore Sports Hub and two private hospitals.

3.1.2 Construction Demand Forecast for 2011

Based on feedback from developers and public sector agencies on their
development plans as well as the recent industry performance, total construction
demand is on track to reach the projected $24 billion to $30 billion in 2011. Some

of the major projects awarded this year were listed in Table 3.1.2.

The public sector demand is likely to strengthen this year, contributing about 55%
of the industry demand to between $13 billion and $17 billion, comparable with
the annual levels during 2008-09. The private sector demand is expected to
moderate from the preceding year’s level, amounting to between $11 billion and
$13 billion. Despite the more moderate economic outlook for 2011, the mid-range
of 2011 construction demand forecast (at $27 billion) is comparable to the
demand level in 2010 due to the strong support from the public sector.

Residential Construction Demand

Public Housing

Sustained by the continual strong public housing demand, total public residential
construction demand is projected to be $4.4 billion to $5.8 billion. A majority of
the housing construction will continue to be dominated by building of new HDB
flats to meet the on-going demand, while the remaining will be primarily
contributed by Lift Upgrading Programme and Neighbourhood Renewal

Programme.

Private Housing

Private residential construction demand is projected to moderate from last year's
record volume to between $5.0 billion and $5.5 billion, in line with the anticipated

slower Singapore economic growth in 2011 as well as greater global economic
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uncertainties. Nevertheless, this level is still significantly stronger than the $2
billion to $3 billion yearly private residential construction demand posted during
the period from 1998 to 2005.

Commercial Construction Demand

Total commercial construction demand is likely to remain comparable to the
preceding year's level, amounting to between $2.2 billion and $3.1 billion in 2011.
The buoyant office space demand as a result of a pick-up in rentals and capital
value appreciation as well as the vibrant retail sector supported by strong influx of
foreign visitors have emboldened developers to continue investing in commercial

developments.

Industrial Construction Demand

Total industrial construction demand in 2011 is expected to moderate to $3.1
billion and $3.8 billion. While demand for conventional industrial space on the
back of positive economic prospects would continue to provide support to the
industrial construction demand, this category is likely to be dominated by high-

specification and state-of-the-art technological buildings.

Institutional & Other Building Construction Demand

Likewise, total institutional & other building construction demand is projected to
slow down to between $2.4 billion and $3.5 billion. The moderation is mainly due
to expected reduction in private institutional construction demand from the high
base last year. Public institutional construction demand, on the other hand, is

anticipated to improve over last year’s volume.

Civil Engineering Construction Demand

Civil engineering construction demand is expected to go up to between $6.9
billion and $8.3 billion in 2011. The lion’s share of the demand is expected to be
contributed by various construction contracts for the MRT Downtown Line Stage
3. Inits bid to improve road network to facilitate traffic flow, LTA has also

earmarked a number of road construction projects to proceed this year.



174 AsiaConstruct Conference — Singapore Country Report

Table 3.1.1: Breakdown of Construction Demand
Contracts Awarded by Sector and Type of Work (2003 to 2011%)

{excluding Reclamation Works)

Both Sectors 10,018.35 1 10,287.38 | 11,456.15 16,796.69 = 24,459.88
Building Work 8,691.57 7,503.90 9,762.50 14,877.86 21,453.79
Residential 2,993.96 3,863.48 3,724.02 5,298.38 7,361.04
Commercial 536.08 1,128.01 1,009.01 2,372.71  5230.25
Industrial 2,046.18 1,046.75 3,119.07 5510.63  6,967.52

Institutional & Others 3,115.35 1,465.66 1,910.40 1,696.14  1,894.98

Civil Engineering Work 1,326.78 2,783.48 1,693.65 1,918.83 3,006.09

Source : BCA as at 4 August 2011

35,684.05 22,518.38
27,085.86 13,499.06
11,073.60  6,733.87
8,455.54  1,649.82
3,741.10  2,040.48
3,795.62  3,074.89

8,618.19  9,019.32

Million Dollars

27,089.06 24.0 - 30.0
24,065.89 17.2 - 21.7

11,506.68 9.4 - 11.3
3,239.24 22 - 31
4,303.67 31 - 38
501629 24 - 35

3,023.17 69 - 83

*forecast
Table 3.1.2: Selected Major Construction Projects Awarded (Jan-Aug 11)
Development
Project Description Type Consultant Contractor
Asia Square Tower 2: Erection of a 46-Storey Commercial Architects 61 Hyundai
Office/Hotel Development with Shops and Engineering &
Restaurants at 1st/2nd Storey at Marina View Construction Co
ITE College Central Campus and Headquarters Institutional RSP Architects ~ Kajima Overseas

Development at Ang Mo Kio Avenue 5
(Contract Cost: $388.88m)

Metropolis: Design and Build of 21 & 23-Storey Commercial
Office Tower Blocks with 3 Basement Carparks
and Retail Use at North Buona Vista Drive

Sembcogen CCP3 @ Banyan: Phase 1 of Industrial
400MW Second Cogeneration Plant at
Angsana/Banyan in Jurong Island

Construction and Completion of Tunnels between  Civil Engineering
Ubi and Kaki Bukit Stations & Reception Tunnels

for Downtown Line Stage 3

(Contract Cost: $211.70m)

Construction and Completion of Bedok Town Civil Engineering
Park Station and Associated Tunnels for

Downtown Line Stage 3 (Contract Cost:

$268.68m)

Downtown Line Stage 3: Construction and Civil Engineering
Completion of Tampines East Station and
Tunnels (Contract Cost: $208.52m)

Planners &
Engineers

DCA Architects

Not Applicable

Ong & Ong

Ong & Ong

Ong & Ong

Asia

Lum Chang
Building
Contractors

Alstom Power
Singapore

Nishimatsu
Construction Co

Sato Kogyo (S)

GS Engineering &
Construction

Award
Month

Jan 11

Jan 11

Feb 11

Feb 11

Feb 11

Feb 11

Jul 11
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Development
Project Description Type Consultant Contractor
Downtown Line Stage 3: Construction and Civil Engineering Aedas GS Engineering &
Completion of River Valley Station and Construction
Associated Tunnels (Contract Cost: $255.05m)
South Beach: Erection of 2 Blocks of 34-Storey Commercial Aedas Hyundai
and 45-Storey Mixed Development with a 6- Engineering &
Storey Podium of Hotels, Offices, Retail and Construction Co
Residential units including Addition and
Alteration Works of 4 Existing Buildings at
Beach Road
Downtown Line Stage 3: Construction and Civil Engineering Aedas Penta-Ocean
Completion of Bendemeer Station and Associated Construction
Tunnels (Contract Cost: $215.24m) Company
Downtown Line Stage 3: Construction & Civil Engineering Ong & Ong Samsung C&T

Completion of Upper Changi Station and Tunnels
(Contract Cost: $256.98m)

3.2 Construction Companies

Corporation

The total number of companies registered under BCA Contractors Registry has

been on an uptrend, reaching 9,318 firms by end June 2011. Of these, 81 firms

were A1 contractors with unlimited tendering limit for public sector projects.

Table 3.2: Trend of Registered Contractor

Year (calendar) | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 2017
No.of registered | 4749 | 5167 | 5621 | 5042 | 6346 | 7021 | 7975 | 8827 | 9318
contractors

Note: Firm with multiple workheads registered is considered as a single registered entity.

*No. of registered contractors as at 30 June 2011

3.3 Construction Manpower

In tandem with the moderation in construction demand since 2009, the robust

employment gains in the construction sector during the period from 2007 to 2009

have eased.

However, growth momentum of construction employment

continued on account of the sustained level of on-site construction activity.

According to the latest employment

statistics released by the Ministry of

Manpower (MOM), construction employment grew by 5,100 in the first half of

2011 to 400,700 as at June 2011.

engineering construction demand as

Moving forward, the significant civil

well as the demand for more green

Award
Month

Jul 11

Aug 11

Aug 11

Aug 11
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professionals will continue to provide new job opportunities in the construction

industry over the next few years.

3.4  Productivity

Growth of labour productivity in the construction sector (in terms of value-added
per employee) remained positive at 2.9% in 2010. Similarly, the site productivity
for overall building construction has also improved over the years, progressing
slightly from 2.62 manday per square metre in FY2009 to 2.61 manday per
square metre in FY2010.

Table 3.4.1: % Change in Labour Productivity in Construction Sector

2004 2005 2006 2007 2008 2009 2010

Construction Sector -0.4 0 -3.4 4 -0.8 4 2.9
Note : Based on Gross Value Added at 2005 Basic Prices
Source: Singapore Department of Statistics
Table 3.4.2: Average Manpower Usage, Manday per Sqm

Type of Project FY2008 | FY2009 | FY2010

Public Housing (HDB Projects) 2.22 2.20 2.28

Private Residential (landed) 5.21 5.22 5.25

Private Residential (non-landed) 3.27 3.15 3.13

Commercial 3.02 3.03 3.06

Industrial 2.01 1.98 2.02

Institutional 2.18 2.20 2.22

Overall Average 2.65 2.62 2.61

Source: Building and Construction Authority

3.5 Construction Costs

3.5.1 Tender Price Index

Despite the picking up in prices of major construction materials like concrete and
steel reinforcement over the year, the average yearly BCA Building Works Tender
Price Index* (TPI) for 2010 dropped by 1.3% compared to 2010 due to the keen

tendering market competition.

Weighed down by the decline in the TPI for HDB flats, the overall BCA’s TPI in
the first half of 2011 remained at similar level as in 4Q2010. Nevertheless, with

* BCA TPI excludes piling works, sub-structure works and mechanical & electrical works as these
cost items are either project specific or not feasible to compile due to lack of data.
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the ramping up of new HDB flat supply as well as in view of the elevated prices of
key construction materials such as steel, construction tender prices will likely see
some increases. However, the anticipated uptrend is likely to be moderated by
the current weaker global economic outlook which may keep prices of global

construction resources from significant escalations.

3.5.2 Average Construction Material Prices (Table 3.5.2)

Concrete

Despite the moderated volume of construction output, demand for ready-mixed
concrete in 2010 rose by 5% year-on-year, likely due to higher volume of
structural work activities arising from the construction commencement of more
projects in 2010. On the contrary, demand?® for cement in 2010 dropped by 10%.
The import sources for cement in 2010 were Japan (51%), Taiwan (25%),
Malaysia (15%), and the rest (9%) from China, Thailand and Canada. In 2011,
demands for ready-mixed concrete and cement are expected to decrease by 4%
and 7% respectively on account of anticipated modest on-site construction

activities.

With the increasing demand, the average market price® for Grade 40 Pump
ready-mixed concrete closed the year with a rebound of 19% to $106.7 per m? in
December 2010. On the other hand, the average market price for cement (bulk)

was $89 per tonne in December 2010, down 5% year-on-year.

Reinforcement Bars (Rebars)
Demand for steel rebars in 2010 declined by 5% compared to 2009’s level to 0.98

million tonnes. The key import sources in 2010 included Turkey (46%), Korea
(26%) and other countries such as Malaysia, China and Taiwan. In 2011,

demand for rebar is projected to reach a similar level to that of last year.

Growth in 2010 global steel demand and the industry’s move from an annual to a

quarterly pricing system for iron ore (a key raw material used in steel-making), led

® Demands for cement and steel rebar are measured in terms of local production and net imports.
® The market prices are based on contracts with non-fixed price, fixed price and market retail price.
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to a rebound in average market price of rebars’ to above $900 per tonne in April
and May before softening to about $830 per tonne during the third quarter of
2010. Towards the end of 2010, the average steel rebar price edged up again to

$867.5 per tonne on higher raw material costs.

Table 3.5.2: Basic Construction Materials

Demand
%
Year Cement R?:r{;?g:ee\d Change | g0q) Rebars
(Mil % (Mil m?) (Mil tonnes) % Change
tonnes) Change
2009 454 ) 9.75 ) 1.03
2010 e i 10.25 s 0.98 5
2011 (F) 20 5 9.7 4% 1.0 2%
Current Market Prices
% Ready-Mixad % Steel Rebars % Change
Year Cement Concrete (16-32mm)
(sper | C""9° | (Grade 40 Pump) | Change ($ per tonne)
tonne) ($ per m’) p
e 5 . $89.9* ) $722.5
Dec
2010 $89 5% $106.7 19% $867.5 20%
F: Forecast
*Based on Jan 2010 price

3.6.3 Construction Industry Salaries and Wages

Average gross monthly wages of construction professionals such as engineers
and associate professionals and technicians in 2010 were comparable with the
levels a year ago (Table 3.5.3a). Compared to most other major economic
sectors, the average monthly earnings per employee in the construction industry

remained relatively lower (Table 3.5.3b).

Table 3.5.3a: Mean Monthly Gross Wages in Construction

Category 2005 2006 | 2007 | 2008 | 2009 | 2010
Professionals ($/month) 3,155 | 3,237 |3,400 | 3,737 | 3,871 | 3,819
Associate Professionals and Technicians 2,565 | 2,646 | 2,736 | 2,808 | 2,830 | 2,888
($/month)

Source: Report on Wages in Singapore, various years, Ministry of Manpower

"The prices refer to 16mm to 32mm High Tensile rebar and are based on fixed price supply contracts
with contract period 6 months or less.
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Table 3.5.3b: Average Monthly Earnings Per Employee (S$ per month)

Industry 2005 2006 2007 | 2008 | 2009 | 2010
Average 3444 | 3,554 | 3,773 | 3,977 | 3,872 | 4,089
Manufacturing 3,495 3,618 |3,764 | 3,955 | 3,966 | 4,263
Construction 2,513 | 2,517 | 2,646 | 2,861 | 2,948 | 3,113
Wholesale and Retail Trade 3,017 | 3,101 3,262 | 3,441 | 3,418 | 3,546
Transport and Storage 3507 3,525 |3,797 | 3,989 | 3,914 | 3,953
Hotels & Restaurants 1,360 | 1,381 1,442 | 1,504 | 1,463 | 1,506
Information & Communications 4,563 | 4,745 5,018 | 5,304 | 5,253 | 5,338
Financial Services 5949 6,291 6,768 | 7,153 | 6,890 | 7,656
Retail Estate and Leasing Services 2,732 | 3,063 3,355 | 3,513 | 3,273 | 3,051
Community, Social & Personal Services 3,704 13,831 |4,074 | 4,168 | 3,857 | 4,292

Source: Yearbook of Statistics Singapore, 2011

3.6 Conclusion

Singapore economy was estimated to grow by 5.9% year-on-year in the third
quarter®, an improvement from the 1.0% growth in the second quarter due to a
pick-up in the biomedical manufacturing cluster. However, economic growth for
the rest of the year could be slower owing to the softening global economic
conditions. For the whole year 2011, MTI expects Singapore GDP growth to be
around 5.0%. In the years to come, Singapore is expected to face slower
economic growth amidst weaker global outlook arising from the sizeable

government debts in Europe and the fear of a double-dip recession in the U.S.

Over the medium-term, Singapore construction industry’s outlook is generally
positive in view of the Government'’s plan to ramp-up the supply of public housing
and other essential infrastructure to support a larger population. BCA has
projected that the average construction demand is likely to reach between $21
billion and $28 billion per annum® in 2012 and 2013.

8 Advance estimates released by the Mlnlstry of Trade and Industry (MTI) Singapore on 14 Oct 11
° This forecast will be fine-tuned again in January 2012.
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