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II. TRENDS IN CAPITAL FLOWS2

A key feature of the Singapore economy is its extreme openness to trade and capital 
flows. The size of total imports and exports has been approximately three times that of 
GDP over the past three decades. In relation to capital flows, almost all forms of capital 
controls and foreign exchange restrictions have been dismantled since 1978. As a 
consequence of its small open nature, the Singapore economy has often been buffeted 
by shocks from the external environment such as the downturn in the global electronics 
industry in 1996-1997, the Asian crisis in 1997-1998, and the burst of the information 
technology bubble in 2001. 

Notwithstanding the fluidity of the economic environment and free capital mobility, 
Singapore has persistently recorded current account surpluses and exported capital 
abroad (see Figure 1). With the lone exception of 2001, the overall balance of payments 
(BOP) has remained positive since 1990. In fact, the overall BOP surplus has been 
growing in recent years, reflecting the expansion in the current account surplus over the 
same period. Concomitantly, the excess of national savings over investment has allowed 
Singapore residents to acquire foreign assets abroad. This includes the Singapore 
government investing public sector budget surpluses abroad.  

Figure 1. Overall Balance of Payments (in S$ billion) 3
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To differentiate amongst the various types of capital flows, Figure 2 provides a 
breakdown of the financial account into foreign direct investment, portfolio investment, 
and other investment. We observe a general pattern over the past decade that net 
positive foreign direct investment (FDI) is consistently offset by net outflows in portfolio 
and other investment accounts.  

                                                
2 All balance of payment data described in this section are obtained from the Singapore Department of 

Statistics.
3 Flows in the capital account have been negligible, being dominated by those in the financial account, see 

summary table on Singapore balance of payments in Appendix. 


