
UIC makes unconditional
$762m offer for SingLand
IT proposes an unconditional
voluntary cash offer of $761.67
million, or $9.40 per share, for all the
shares it does not already own.

FRONT PAGE

CEO pay in S’pore holds
steady even as profits slip
THE median salary comes to
$875,000 per annum for the last
financial year while company earnings
dip 0.5 per cent.

FRONT PAGE

Low January inflation
belies price pressures
WITH core inflation remaining on an
upward trend and base effects set to
wear off beyond Q1, economists tell
BT they do not expect the easing of
prices to last for long.

TOP STORIES, PAGE 2

SembMarine’s Q4 profit up
9.2%, boosted by rig-building
SEMBCORP Marine’s rig-building
projects and other operating income
push its fourth-quarter net profit 9.2
per cent higher to $182.4 million. The
top line is 22.8 per cent higher at
$1.69 billion,

COMPANY NEWS, PAGE 4

Indonesia mining policies
cause turmoil, disputes
INDONESIAN policies to force miners
to process raw materials at home are
misfiring, as disputes over the new
rules disrupt plans to invest nearly
US$4 billion in copper smelters.

MALAYSIA/INDONESIA, PAGE 11

China banks up in arms
against Internet giants
CHINA’S brick-and-mortar banks are
launching a counter-attack against the
assault on their business from Alibaba
and other Internet heavyweights, in a
bid to staunch the outflow of bank
deposits into high-yielding online
investment products.

GREATER CHINA/INDIA, PAGE 12

Deutsche Bank to cut
assets at US unit: FT
THE lender is expected to reduce its
US$400 billion balance sheet in the
United States to around US$300
billion in part by reassigning
operations.

WORLD, PAGE 15

200 out of 300 units at
RiverTrees Residences sold
FRASERS Centrepoint, the lead
developer of the project, says
two-bedroom units and strata-titled
landed homes known as ‘Cove Houses’
are ‘selling particularly well’.
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By JAMIE LEE
leejamie@sph.com.sg

[SINGAPORE] The increase in Central Prov-
ident Fund (CPF) contribution proposed in
this year’s Budget would have minimal im-
pact on listed companies in labour-inten-
sive sectors, DBS Group Research said in a
report released yesterday.

Deputy Prime Minister and Minister for
Finance Tharman Shanmugaratnam said
last Friday that the CPF rate for employers
would go up by at least one percentage
point to help pay for workers’ future
healthcare needs. Besides a one-point rise
that will go into the Medisave account of all
workers, employers must contribute more
to the CPF of older workers.

DBS noted that sectors such as banks,
retail, transport and construction are oper-
ating in a more labour-intensive environ-
ment than others. Among those with a
high staff cost-to-revenue ratio is SATS
Ltd, which hires about 11,000 staff here.
Staff cost accounts for about 44 per cent of
its revenue. Another example is SMRT,
which employs about 7,600 people. Its
staff cost makes up about 40 per cent of its
total revenue.

DBS analysts said that any reduction in
earnings should be capped at one per cent
of net profit. On the assumption that salary
is at or above $5,000 a month, the one per-
centage point increase in CPF contribution
translates to a maximum of $600 per staff
per year.

“For companies such as SMRT, Comfort-
DelGro and SATS which have a high
number of staff, a large proportion is likely
to fall below the maximum CPF contribu-
tion” of 37 per cent, the analysts said.

Despite the various healthcare mea-
sures proposed in this year’s Budget, DBS
said that healthcare players should see lit-
tle benefit from these initiatives. “The
thrust of this year’s Budget is to provide
healthcare support for the lower, mid-
dle-income households as well as the pio-
neer generation,” the analysts said. “Tradi-
tionally, the target markets for the private
healthcare players are the more affluent
patients, and international patients.”

With all of the pioneer generation to be
admitted under the Community Health As-
sist Scheme – a programme that allows
lower and middle-income households to
get subsidies for medical and dental treat-
ment – dental clinics including Q&M Den-
tal could benefit from more patient visits.

But this is “unlikely to move the needle
much” for other healthcare players such
as Raffles Medical, given that primary
healthcare services are low-margin busi-
nesses, DBS said.

It remains “underweight” on the con-
struction sector. “While contracts are set
to ramp up heading into 2015, rising cost
from higher foreign workers’ levies and
CPF top-ups will continue to put pressure
on earnings growth,” it said.

The only related beneficiary could be
Centurion Corporation, the sole listed oper-
ator of dormitories for foreign workers,
DBS said, since there is no direct and im-
mediate tightening of the inflow of foreign
workers.

By KENNETH LIM
kenlim@sph.com.sg

[SINGAPORE] The Budget’s
estimated 30 per cent drop
in stamp duty revenues
may not necessarily foretell
a dire year for the property
market, an analysis by The
Business Times has found.

According to Finance
Minister Tharman Shanmu-
garatnam’s Budget an-
nounced on Friday, reve-
nue from stamp duties is ex-
pected to fall to $2.8 billion
for the year ending March
2015, compared to an esti-
mated $4.1 billion for the
year ending March 2014.

That projected 30 per
cent reduction is the sharp-
est among the key sources
of income for the Budget,
and at first glance it would
seem troubling.

Property consultants are
expecting a 10 per cent cor-
rection for the property
market in 2014, while DBS
chief executive Piyush
Gupta recently reckoned
that a 10 to 15 per cent de-
cline might be in the works.

Stamp duty revenues,
which are derived mostly
from property-related trans-
actions, and private proper-

ty prices have a strong posi-
tive correlation, based on
2005 to 2013 data.

Keeping in mind that the
government’s financial
year ends in March, stamp
duty revenues have an 86
per cent correlation to the
private property residential
price index on the Dec 31
that falls within that fiscal
year.

But two factors prevent
that relationship from hold-
ing true for the FY2014
Budget numbers.

In essence, the variabili-
ty from new stamp duty
rules as well as the govern-
ment’s estimates introduce
margins of error large
enough to make a straight-
forward extrapolation
meaningless.

First, the new Budget
will introduce changes to
the way stamp duties are
calculated.

The biggest change will
affect rental contracts of
three years’ tenure, which
face a 50 per cent increase
in stamp duties.

A $30,000 per year
lease, for example, would
exact a duty of $360 under
the new rules, compared

with $240 previously.
On the whole, however,

most of the proposed stamp
duty changes merely shift
the calculations to a smooth
scale from a stepped one.
That means formulae that
will read “0.4 per cent of to-
tal rent” as opposed to the
current “$1 for every $250
or part thereof”.

Formulae aside, trying
to extrapolate a forecast for
the property market is com-
plicated by the fact that the
government has not been
stellar at estimating how
much stamp duty it will col-
lect in the coming year.

Looking at data from
2007 to 2013 (stamp duty
was not a separate line
item before 2007), actual
annual stamp duty reve-
nues were higher than gov-
ernment estimates by
about 72 per cent on aver-
age. Only in 2008 did the
government overestimate
how much it would receive,
taking in 40 per cent more
than its forecast.

That prediction is under-
standably tough to make.

“Stamp duties were men-
tioned as one of the cyclical
factors that boosted
FY2013 surplus but that is
not expected to last,” OCBC
economist Selena Ling said.
“As to how much is due to
the decline in property
transactions and how much
due to correction in proper-

ty price is unclear. But it is
probably a fiscally conserva-
tive forecast.”

Out of academic curiosi-
ty, what if the stamp duty
changes have zero impact
on revenues, and past
years’ relationship between
stamp duty revenues and
private housing prices con-
tinues to hold?

The closest the govern-

ment got to predicting the
coming year’s stamp duty
revenue was when actual
revenue overshot estimates
by 22 per cent in fiscal
2010, and the worst predic-
tion was when the actual fig-
ure was two-and-a-half
times the estimate in fiscal
2007.

Assuming that the esti-
mate for fiscal 2014 is con-

servative and falls within
those bounds, stamp duty
revenues could be between
$3.5 billion and $7 billion
for the year ahead.

Using a best-fit line
based on 2005 to 2013
numbers, that could trans-
late to the private property
residential index perform-
ing between a decline of
10.4 per cent and an in-
crease of 31.8 per cent in
the coming year.

By TEH SHI NING
tshining@sph.com.sg

[SINGAPORE] Budget 2014
may have extended more
carrots than sticks to busi-
nesses, but whether these
extra incentives will meet
SMEs’ needs or raise pro-
ductivity, innovation and
competitiveness is more
pertinent, according to pan-
ellists at the Economics So-
ciety of Singapore’s
post-Budget roundtable yes-
terday.

Citing results from KP-
MG’s pre-Budget survey,
KPMG tax partner Toh
Boon Ngee noted that 65
per cent of businesses said
the government’s measures
have enabled them to in-
vest in equipment or raise
labour productivity. Even
so, half of the survey re-
spondents said the mea-
sures have had “no impact”
on innovation.

The question of what in-
novation is and how it
ought to be defined under
the Productivity and Innova-
tion Credit (PIC) Scheme –
which has been extended
by three years and en-
hanced for SMEs – is impor-
tant, said Ms Toh.

“Are we looking at it
from the businesses’ per-
spective? Is business inno-
vation good enough to quali-
fy for the PIC? Or are we
looking at it from the scien-
tists’ point of view? Do we
need to have special tech-
nology, be involved in some
earth-shattering invention
to qualify?”

That said, she is well
aware that demanding defi-
nitions may result in a rigid
and prescriptive system
that may be counterproduc-
tive to the PIC’s objectives.

Yet, there remains con-
cern that the tax authorities
err on the side of caution in
reviewing claims, wary of
abuse of the PIC. She sug-
gested that an independent
body could be set up to ad-
dress the practical issues of
how to interpret and decide
what expenditure ought to
qualify.

Other panellists ob-
served that while this
year’s Budget gave more to
less well-off individuals,
the opposite seemed to be
true when it comes to busi-
nesses – more has been giv-
en to the stronger.

Noting the co-invest-
ment programmes, higher
risk-sharing on micro loans
and productivity enhance-
ments that benefit small
firms willing to invest, Dav-

id Lee, director of the Sim
Kee Boon Institute for Fi-
nancial Economics at Singa-
pore Management Universi-
ty, said: “I see this as a
Budget to enhance the fit-
ness function of dynamic
and efficient enterprises.”

OCBC economist Selena
Ling expressed concern
over whether these incen-
tives, welcome as they are,
are delivering the desired
outcomes.

She noted that while the
construction sector – the on-
ly one to face a fresh levy
hike in 2016 – lagged be-
hind others in productivity
growth, other services sec-
tors such as hotels and res-
taurants and infocomms
faced falling labour produc-
tivity too.

And while there were no
fresh manpower curbs for
sectors, the four consecu-
tive years of tightening
have already had some im-
pact on business percep-
tions, she said. For in-
stance, on the Global Com-
pe t i t i veness Index
2013-2014, “restrictive la-
bour regulations” overtook
“inflation” as the most prob-
lematic factor for doing
business in Singapore.

Competition with Hong
Kong is an issue not ad-
dressed in this year’s Budg-
et, Ms Toh pointed out.
This is to a lesser extent be-
cause of the oft-discussed
disparity in corporate and
personal income tax rates,
and more due to the net-
work of tax treaties Hong
Kong has signed in recent
years, with more attractive
rates on dividends, interest
and royalties than Singa-
pore’s. In addition, Singa-
pore does not offer outright
foreign income exemption
as Hong Kong does.

As for the social policies
unveiled last Friday, Walter
Theseira, assistant profes-
sor of economics at the Nan-
yang Technological Univer-
sity, reckons that Budget
2014 marked another step
in a major shift in the Re-
public’s social insurance
policy framework.

The Pioneer Generation
Package (PGP), along with
the enhanced Medishield
Life scheme, means that
benefits are more strongly
aligned with payments. A
greater part of risk-sharing
of health expenses is likely
to now fall on policyhold-
ers, rather than the general
taxpayers, he said.

He also sees a recasting
of safety nets as entitle-
ments, as Medishield Life
and the PGP eliminate
claims that otherwise
would have fallen under
the safety net that is Medi-
fund. This is a significant
change in mindset, he said.

[BANGKOK] Thailand’s ar-
my chief warned yesterday
that the country risks “col-
lapse” unless it pulls back
from escalating violence af-
ter attacks in recent days
left three children dead in
the kingdom’s worst politi-
cal unrest since 2010.

“As days go by, there
will be more violence until
it cannot be controlled,” ar-
m y c h i e f P r a y u t
Chan-O-Cha warned in a
rare televised live speech.
“If losses continue, the
country will collapse for
sure and nobody will win
or lose.”

General Prayut urged
reconciliation and talks. He
said that troops are “ready
to do their duty” but “do
not want to use force and
weapons to unnecessarily
fight with the Thai people”.
He did not elaborate. The
army chief’s comments are
closely scrutinised for signs
of possible intervention.

The head of the govern-
ment’s security response to
the protests also predicted
more unrest. “From now
on, violence will keep hap-
pening, for sure, so anyone
who is not involved in the
protests should not go to
them,” said Labour Minis-
ter Chalerm Yubamrung.

The government says
that it has been hamstrung

by a court ruling last week
banning it from using force
to disperse peaceful protest-
ers. Twenty-one people
have now been killed and
more than 700 wounded in
violence linked to almost
four months of anti-govern-
ment demonstrations.

The current unrest is the
most severe in the bitterly
divided kingdom since pro-
tests by Thaksin-allied
“Red Shirts” against a previ-
ous government in 2010
sparked clashes and a mili-
tary crackdown that left
more than 90 people dead.

Supporters of Thaksin
have accused the demon-
strators of trying to incite
the military to seize power
again, in a country which
has seen 18 successful or at-
tempted coups since 1932.

The shocking deaths of
the three children over the
weekend earned swift con-
demnation from UN chief
Ban Ki Moon. Prime Minis-
ter Yingluck labelled them
“terrorist acts”.

The UN children’s fund
UNICEF also urged protest-
ers to keep children away
from the rallies, which
have for many weeks been
treated as boisterous family
occasions. – AFP

☛ Thai farmers pay the
price of political unrest,
Page 18
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By KELLY TAY
kellytay@sph.com.sg

[SINGAPORE] Inflation may
have dropped to a near
four-year low in January –
dipping to 1.4 per cent
from 1.5 per cent in Decem-
ber – but economists say
the benign headline rate
masks underlying price
pressures.

With core inflation re-
maining on an upward
trend and base effects set to
wear off beyond Q1, econo-
mists that The Business
Times spoke to do not ex-
pect the easing of prices to
last for long.

The easing in overall in-
flation was mainly due to a
larger decline in private
road transport costs, which
fell 3.5 per cent in January
after a 2.8 per cent decline
in December. This was in
turn due to lower COE pre-
miums at the end of 2013.

A more moderate in-
crease in accommodation
costs, too, helped make
overall inflation slightly low-
er than most were expect-
ing. Accommodation costs
rose 2.4 per cent last
month from 2.9 per cent
the previous month, as im-
puted rentals on owner-oc-
cupied accommodation
edged up at a slower pace.

The 15 private sector
economists polled by
Bloomberg had been expect-
ing a 1.5 per cent increase
in the consumer price in-
dex (CPI).

ANZ and Mizuho Bank
economists pointed out that
the decline in private road
transport costs shaved half
a percentage point off head-
line inflation in January,
skewing the overal l
number downwards.

Highlighting the base ef-
fects at play, Mizuho’s Vish-
nu Varathan said: “At just
under $80,000, COE prices
this January looked like a
walk in the park compared
to the $90,000 (seen this
time last year). So it gives a
very distorted picture . . .

Whatever reprieve has
come through in January is
fleeting. Enjoy the base ef-
fects while they last be-
cause in any case, it’s some-
thing artificial.”

Indeed, core inflation
crept up in January, even
as headline inflation subsid-
ed. This, according to OCBC
economist Selena Ling, “re-
inforces (the view) that
headline inflationary pres-

sures will take a backseat
to core inflation”.

Core inflation – which
strips out the costs of ac-
commodation and private
road transport – rose at a
faster 2.2 per cent from 2
per cent in December, due
to higher contributions
from services and food pric-
es.

Services inflation edged
up to 2.9 per cent in Janu-

ary from 2.8 per cent in the
preceding month, led by a
stronger increase in holi-
day trave l cos t and
pre-school fees.

Food inflation crept up
to 3 per cent from 2.7 per
cent in December, reflect-
ing the seasonal uptick in
food prices during Chinese
New Year.

“As Chinese New Year
fell in January 2014 but
February last year, the sea-
sonal pick-up in food prices
in January 2014 was com-
pounded by the low base
last year,” said the Mone-
tary Authority of Singapore
(MAS) and the Ministry of
Trade and Industry (MTI)
in a joint statement yester-
day.

Said ANZ’s Daniel Wil-
son: “Other components of
core inflation remain on an
upward trend with educa-
tion, healthcare, and recrea-
tion & others all contribut-
ing positively. Looking
ahead, the increase in ex-
cise duties (25 per cent) to
be paid on alcohol is likely
to cause a shift higher in
core inflation as this is

passed on to consumers at
restaurants and stores.”

UOB economist Alvin
Liew added: “We continue
to see inflation risks higher
in 2014 and they will likely
come from segments where
the labour input content is
relatively higher in produc-
tion. With the tight labour
market, employers have to
out-bid each other in order
to attract workers, and this
will result in wage increas-
es (in addition to the im-
pending rise in employers’
CPF contribution) and
would likely be passed on
to consumer prices.”

Both Mr Varathan and
Barclays’s Leong Wai Ho
agree that inflation is likely
to tick up past Q1, as base
effects wear off.

Noting that they do not
expect to see changes to
monetary policy in April, Ci-
ti economists Kit Wei
Zheng and Brian Tan said
in a research note: “Should
Budget 2014’s targeted yet
multi-dimensional ap-
proach to raising productivi-
ty growth succeed, this too
could alleviate cost pres-
sures in the longer term.”

Higher CPF contribution to have
minimal impact on firms: DBS
Any reduction in earnings
should be capped at
1% of net profit, it adds

Accommodation and
private road
transport costs skew
headline figure

Economists look at
impact on areas
such as innovation

Stamp duty forecast not proxy for property market

Continued violence
may risk Thailand’s
collapse: army chief

BUDGET 2014

Will incentives
lead to desired
SME outcomes?

False hopes?

Source: Department of Statistics
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Low January inflation masks
underlying price pressures
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