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EXECUTIVE SUMMARY

Weighed down by uncertain global economic outlook owing to the escalation of
Euro crisis and slowing growths in US and China, the Singapore economy grew
by 1.7% in the first half of 2012, a further moderation from the 4.9% growth in
2011. Amid the slowdown in most economic sectors, the construction sector
emerged as the star performer with growth averaged about 6.1% in the first half
of this year, underpinned by the increased on-site construction activities
stemming from the high volume of construction demand last year. Against the
challenging external macroeconomic backdrop, the growth outlook for the
Singapore economy remains cautious, with an official projected growth rate of
between 1.5% and 2.5% for the whole year 2012.

Total construction demand® in 2011 increased by 28% year-on-year to $35.2
billion. The public sector construction demand was boosted by the ramp-up in
public housing projects and Mass Rapid Transit (MRT) Downtown Line Stage 3
contracts while the private sector construction demand was buoyed by robust
residential developments amid strong buying momentum as well as stronger
industrial building developments. On the back of the abundant domestic project
opportunities coupled with weaker external environment, both Singapore

contractors and consultants were less active in overseas ventures in 2011.

For 2012, total construction demand is projected to moderate to between $22
billion and $28 billion. While the public sector demand is anticipated to slow
down from last year’s level partly on account of a high statistical base boosted by
strong MRT construction demand, construction demand from the private sector is

expected to stay at a relatively strong level.

Construction demand is measured by total value of contracts awarded which 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 2011

In 2011, the Singapore economy expanded by 4.9%, slower than the
extraordinary growth of 14.8% in 2010. Nonetheless, the expansion was broad-
based across all sectors of the economy with the Financial Services posting the
highest growth of 9.1% (Chart 2.1.1). In comparison, the construction sector
expanded by a relatively lower 2.6% in 2011, as a result of the moderation in the
total value of construction contracts awarded in the aftermath of the global

financial crisis in 2009.

Chart 2.1.1 : GDP and Sectoral Growth Rates in 2011
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2.1.2 Economy in the First Half of 2012

The Singapore economy registered a modest growth of about 1.7% in the first
half of 2012, affected by the lingering global economic uncertainties.
Nevertheless, the growth of construction sector averaged about 6.1% in the first
half, backed by the high volume of construction demand last year.

Taking into account the sluggish economic performance in the first half and the
anticipated subdued global economic climate in the second half, the Ministry of
Trade and Industry (MTI) expects the Singapore economy to grow by 1.5% to
2.5% in 2012.

% Source: Economic Survey of Singapore, second quarter 2012, Ministry of Trade and Industry Singapore.
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2.1.3 Main Economic Indicators

Year 2008 2009 2010 2011
GDP and Components

GDP at real prices

(Base Year=2005) (S$Million)

GDP at current market prices

251,374 | 248,911 | 285,659 | 299,625

268,772 | 270,013 | 310,037 | 326,832

(S$Million)

GDP growth (%) 1.7 -1.0 14.8 4.9
Manufacturing sector

(Base Year=2005) (S$Million) 60,739 | 58218 | 75493 | 81,236
% growth -4.2 -4.2 29.7 7.6
Wholesale & Retail Trade Sector

(Base Year=2005) (S$Million) 41,807 | 39,860 | 45896 | 46,414
% growth 3.2 -4.7 15.1 1.1
Transport & Storage Sector

(Base Year=2005) (S$Million) 25,082 1 22,588 | 24,367 | 25,509
% growth 5.1 -9.9 7.9 4.7
Financial Services

(Base Year=2005) (S$Million) 29,981 | 30,224 1 33,960 | 37,038
% growth 5.2 2.2 124 9.1
Business Services

(Base Year=2005) (S$Million) 28,383 | 29,216 | 31,036 | 31875
% growth 7.3 2.9 6.2 2.7
Construction sector

(Base Year=2005) (S$Milion) 8975 1 10,509 | 10,918 | 11,206
% growth 20.1 17.1 39 2.6

Demographic Indicators
Population — Singapore Residents!

3,642.7 | 3,733.9 | 3,771.7 | 3,789.3

('000)

Population growth rate (%) 1.7 2.5 1.0 0.5
Total labour force ('000) 2,939.9 | 3,030.0 | 3,135.9 | 3,237.1
Labour force growth rate (%) 8.5 3.1 3.5 3.2

Unemployment rate (%) — Seasonally
adjusted as in June

Financial Indicators
Savings deposits (%)
(Average quotes from 10 leading 0.22 0.15 0.13 011
banks)
Prime lending rates (%)
(Average quotes from 10 leading 5.38 5.38 5.38 5.38
banks)
Changes in consumer price index
(Base period = 2009, % change over 6.6 0.6 2.8 5.2
previous year)

Annual average exchange rate with
$US (S$ Per US$) 14148 | 1.4545 | 13635 | 1.2579

Sources: Yearbook of Statistics Singapore 2012, Department of Statistics, Ministry of Trade and Industry
1Singapore resident population comprises Singapore citizens and permanent residents.

2.2 3.2 2.2 2.1
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3.1 Overview of the Singapore Construction Industry (Table 3.1.1)
3.1.1 Construction Demand Review for 2011

Construction demand continued the strong growth since emerging from the
effects of the global financial crisis in 2009. The construction demand in 2011
increased by 28% over the year to $35.2 billion. The public sector construction
demand almost doubled year-on-year from $8.5 billion in 2010 to$15.2 billion in
2011, due to ramp-up in public housing projects and construction of MRT
Downtown Line Stage 3.

Construction demand from the private sector remained unabated in spite of global
uncertainties, registering a 5.0% increase year-on-year to $20 billion in 2011.
The high private sector volume was bolstered by the stronger residential
developments supported by upbeat buying momentum in residential launches as
well as firmer industrial and commercial building construction demands buoyed

by the erection of various major utilities plants and iconic office developments.

3.1.2 Construction Demand Forecast for 2012

Based on the latest feedback from developers and public sector agencies on their
development plans as well as the performance in the first half of the year, total
construction demand is anticipated to reach $22 billion to $28 billion in 2012.
While public sector construction demand is expected to moderate to between $9
billion and $11 billion due to high base last year, total private sector construction
demand is forecast to reach a relatively firm level of between $13 billion and $17

billion.

Residential Construction Demand

Total public housing construction demand is projected to be $3.5 billion to $4.3
billion, lower than the peak in 2011 but still higher than the average $2.8 billion in
2009-10. Private residential construction demand is also projected to drop from
the record high of $9.1 billion in 2011 to between $5.1 billion and $7.3 billion in
2012, moderated by the cloudy global economic outlook. Nevertheless, this level
is still remarkably stronger than the $2 billion to $3 billion yearly private residential
construction demand posted during the period from 1998 to 2005.
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Commercial Construction Demand

Despite a moderation from the high volume last year, total commercial
construction demand in 2012 is projected to sustain at between $2.5 billion and
$3.0 billion on the back of Singapore’s pro-business environment and thriving

visitor arrivals.

Industrial Construction Demand

With businesses wary of global market volatility, demand for conventional
industrial space is expected to stay lukewarm in 2012. Total industrial
construction demand in 2012 is projected to slow down to between $3.4 billion
and $4.2 billion.

Institutional & Other Building Construction Demand

Total institutional & other building construction demand is anticipated to improve
to between $4.1 billion and $5.3 billion in 2012, mainly underpinned by more
public institutional building projects such as healthcare facilities and educational

buildings earmarked for construction this year.

Civil Engineering Construction Demand

Although no construction tender is expected to be awarded for new major MRT
line in 2012, the remaining contracts for Mechanical & Electrical (M&E) works for
Tuas West MRT Extension, various road expansions by the Land Transport
Authority (LTA) and two underground transmission cable tunnel construction by
Singapore Power are likely to sustain a healthy level of infrastructure construction
demand at between $3.4 billion and $3.9 billion in 2012.

Table 3.1.1: Breakdown of Construction Demand

Contracts Awarded (2008 to 2012)

(excluding Reclamation Works)

- 2008 | 2000 | 200 | 2011 [2022 Forecast

Both Sectors 35,684.05 22,518.38 27,564.59 35,229.26 22.0 - 28.0
Building Work 27,065.86 13,499.06 24,541.18 28,512.50 18.6 - 24.1
Residential 11,073.60  6,733.87 11,487.03 15,307.39 85 - 11.6
Commercial 8,455.54  1,649.82  3,236.83 4,197.60 25 - 3.0
Industrial 3,741.10  2,040.48  4,789.69 6,028.43 3.4 - 4.2

Institutional & Others 3,795.62 3,074.89 5,027.63 2,979.08 41 - 53
Civil Engineering Work 8,618.19 9,019.32 3,023.41 6,716.76 34 - 3.9

Source : BCA as at 16 August 2012

Page 5 of 10



18" AsiaConstruct Conference — Singapore Country Report

3.2 Construction Companies (Table 3.2)

The total number of companies registered under BCA Contractors Registry
lowered from the historical peak last year to 9,086 as at end June 2012. Of these,

84 firms were Al contractors with unlimited tendering limit for public sector

projects.
Table 3.2: Trend of Registered Contractor
Year 2008 | 2009 | 2010 | 2011 | 2012*
(calendar)
No. of
registered 7021 | 7975 | 8827 | 9573 | 9086
contractors

Note: Firm with multiple workheads registered is considered as a single registered entity.
*No. of registered contractors as at 30 June 2012

3.3 Construction Manpower

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 18,400 in the first half of 2012 to 421,000 as at June 2012.
Moving forward, the robust private sector construction activity, sizeable
infrastructure construction demand as well as increasing awareness towards
environmental sustainability will continue to provide appealing job opportunities
as well as higher demand for more green professionals in the construction

industry over the next few years.

3.4 Construction Costs

3.4.1 Tender Price Index

Despite the industry’s feedback of general inflation due to higher wages and
preliminaries overheads as well as the significantly stronger construction demand,
tender prices remained competitive with contractors actively seeking to fill their
order books in 2011. The competitive pricing was evident from the average
yearly BCA Building Works Tender Price Index” (TPI) in 2011 at 114.1 which
remained close to 2010’s level.

*BCA TPI (base year 2005=100) 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 TPI increased about 0.8% quarter-on-quarter to 114.2 in the second quarter
of 2012, supported by higher tender prices for public housing contracts, private
non-landed residential and commercial office buildings as a result of general cost

inflationary pressures including higher labour costs.

3.4.2 Average Construction Material Prices (Table 3.4.2)

Concrete

Backed by the higher volume of structural work activities stemming from more
projects commencing construction in 2011, demand for ready-mixed concrete
rose by 13% year-on-year to 11.6 million m°. In view of the projected higher
construction output this year, the estimated demand for concrete is likely to
increase by 6.8% to 12.4 million m* in 2012. With keen market competition, the
average market price of Grade 40 pump ready-mixed concrete® stayed steady at

$108 per m® in December 2011 despite the increased demand in 2011.

Reinforcement Bars (Rebars)

The strong construction demand and suppliers’ step-up in steel purchase to
counter price volatility led to a year-on-year increase of 30% in rebar demand® to
about 1.27 million tonnes in 2011. Demand for steel rebars in 2012 is estimated
to sustain at around 2011’s level. The healthy regional demand coupled with
higher raw material and production costs pushed the average market price of
rebar’ to above $900 per tonne in 2011. Towards the end of 2011, the average
steel rebar price lowered from $922 per tonne in November 2011 to $913 per
tonne in December 2011, in tandem with the softening international prices amid
pessimistic global economic outlook which took a toll on prices of raw materials
and finished steel products.

® The market prices are based on contracts with non-fixed price, fixed price and market retail price
® Demand for steel rebar is measured in terms of local production and net imports.
"The prices refer to 16mm to 32mm High Tensile rebar (without cut and bend) and are based on fixed price
supply contracts with contract period 6 months or less.
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Table 3.4.2: Basic Construction Materials

Demand
Year Ready-Mixed Concrete 0 Steel Rebars
(Mil m®) % Change (Mil tonnes) % Change
2010 10.25 _ 0.98
2011 11.61 13% 1.27 30%
2012 (f) 12.40 6.8% 1.30 2 4%

Current Market Prices

Ready-Mixed Concrete Steel Rebars
Year (Grade 40 Pump) % Change (16-32mm) % Change
($ per m®) ($ per tonne)
Dec
2010 $106.7 - $867.5
Dec $108.0 1.2% $913.4
2011 ’ ' ’ 5.3%
f: Forecast

3.4.3 Construction Industry Salaries and Wages

The average monthly earnings per employee in the construction industry
increased by about 5% in 2011, slightly lower than the 6% increase for the
national average. Compared to most other major economic sectors, the average
monthly earnings per employee in the construction industry remained relatively
lower (Table 3.4.3).

Table 3.4.3: Average Monthly Earnings Per Employee (S$ per month)

Industry 2008 | 2009 | 2010 | 2011
Average 3,977 | 3,872 | 4,089 | 4,334
Manufacturing 3,955 | 3,966 | 4,263 | 4,484
Construction 2,861 | 2,948 | 3,113 | 3,268
Wholesale and Retail Trade 3,441 | 3,418 | 3,546 | 3,758
Transport and Storage 3,989 | 3,914 | 3,953 | 4,222
Hotels & Restaurants 1,504 | 1,463 | 1,506 | 1,546
Information & Communications 5,304 | 5,253 | 5,338 | 5,604
Financial Services 7,153 | 6,890 | 7,656 | 8,170
Retail Estate and Leasing Services 3,513 | 3,273 | 3,051 | 3,380
Community, Social & Personal Services 4,168 | 3,857 | 4,292 | 4,604

Source: Yearbook of Statistics Singapore, 2011, Report on Wages Singapore 2011
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4.1 Overseas Performance Of Singapore’s Consultants and Contractors
in 2011

Given the significantly larger domestic construction market, coupled with reduced
business opportunities overseas as a result of global economic uncertainties, it is
observed that Singapore consultants and contractors were less active in

participating in overseas projects in the last two years.

4.1.1 Exports By Consultants (Chart 4.1.1)

Compared with the number of projects clinched by Singapore companies in the
period from 2005 to 2008, Singapore firms experienced a sharp decline in their
overseas consultancy projects, a drop of nearly 45% to an average of 231
projects annually from 2009 to 2011. The number of firms in overseas
consultancy services also declined by about 50% from 74 in 2005 to 36 in 2011.

Chart 4.1.1: Number of Consultancy Firms and Projects, 2005 - 2011
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4.1.2 Exports By Contractors (Chart 4.1.2)

Singapore construction and engineering firms clinched S$1.16 billion worth of
overseas contracts in 2011. After registering the peak volume of S$3.61 billion in
2009, construction exports fell by 42% in 2010 to S$2.09 billion and fell further by
another 45% to S$1.16 billion in 2011.
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Chart 4.1.2 : Value of Construction Exports by Singapore Firms, 2011
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5.1 Conclusion

Singapore economy grew by 2.0% year-on-year in the second quarter®, up from
the 1.5% growth in the preceding quarter. The construction sector remained the
key engine of growth and posted the highest expansion among all economic
sectors in the first half of 2012. Given the volatile global environment, the growth
outlook for the Singapore economy remains cautious. MTI expects Singapore
GDP growth to reach 1.5%-2.5% in 2012, barring any unforeseen shock.

Over the medium-term, the outlook for Singapore construction industry is positive
in view of the Government’s plan to invest and upgrade essential infrastructure to
improve the built environment and Singapore’s attractiveness as a safe haven to
draw in private construction investments. Based on BCA'’s preliminary projection,
the average construction demand is likely to sustain at between $19 billion and
$27 billion per annum? in 2013 and 2014.

8 Released by the Ministry of Trade and Industry (MTI) Singapore on 10 Aug 12
® This forecast will be fine-tuned again in January 2014.
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