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RAM Ratings: Robust external and fiscal position solidifies 

Singapore’s gAAA(pi) rating despite near-term challenges 

 

RAM Ratings has reaffirmed Singapore’s respective global-scale and ASEAN-scale 

sovereign ratings of gAAA(pi)/stable and seaAAA(pi)/stable. The ratings are backed by 

the country’s solid external strength, robust financial profile and strong institutional 

framework and fundamentals which continue to support and drive its resilient 

economy. These strengths negate the exposure of Singapore’s highly open and 

small economy to external conditions, and structural challenges pertaining to labour 

and an aging population.   

 

The trade-driven economy has experienced slower GDP growth as a result of 

external factors and government reforms. The sluggish economic performance of 

trading partners such as China, exposure to the oil and gas sector, as well as 

government reforms towards a higher-value-added economy have resulted in 

slower growth. The government expects GDP growth to come in between 1% and 

2% in 2016 amid the limited recovery of trading nations and uncertainty arising 

from Britain’s decision to leave the EU, which could have a spillover effect on the 

global economy and spark bouts of risk aversion and volatility in the financial 

markets.   

  

The government will maintain an expansionary budget this year, focusing on 

supporting small and medium enterprises during the economic slowdown and 

addressing structural challenges. The higher expenditure will be supplemented by 

the inclusion of Temasek’s net investment income for the first time this year, which 

will boost total revenue. Overall, the government expects to register a small surplus 

in FY 2016. Prudent budgeting practices over the years have enabled the 

accumulation of large fiscal reserves – held in the country’s sovereign wealth fund 

(SWF) – which provide an additional boost to the government’s revenue stream and 

act as a buffer for its high debt level. However, as most of the country’s assets are 

held abroad, the challenging external environment may affect the SWF’s near-term 

performance. 

 

Singapore’s external position remains one of its key strengths. The highly 

competitive economy has helped the island republic to consistently record large 

current-account surpluses (5-year average: 19.2% of GDP). However, a weak 

external environment, supply-side constraints and low oil and gas prices are 



 

 

 

 

expected to narrow the current-account surplus this year. On a separate note, we 

also view the country’s stable political environment and top-tier governance 

favourably, the government having taken effective pre-emptive measures to ensure 

economic stability. This is observed in macroprudential measures introduced to 

reduce speculation in the housing market, and consistent regulation of the banking 

sector to ensure Singapore’s stability as a financial centre.  
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not 

comment on the security’s market price or its suitability for a particular investor, nor does it involve any 

audit by RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial 

obligations. 

 

RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities 

or the rated entity, and sometimes third parties participating in marketing the securities, insurers, 

guarantors, other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM 

Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to 

preserving the objectivity, integrity and independence of its ratings. Rating fees are communicated to 

clients prior to the issuance of rating opinions. While RAM Ratings reserves the right to disseminate the 

ratings, it receives no payment for doing so, except for subscriptions to its publications. 

 

Similarly, the disclaimers above also apply to RAM Ratings’ credit-related analyses and commentaries, 

where relevant. 
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