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In comparison, the portfolio investment account has consistently recorded net outflows. 
Figure 4 provides a breakdown of portfolio inflows and outflows into the various financial 
instruments. Portfolio inflows have generally been on the rise in the post-crisis period, 
partly reflecting a return of foreign investors to the local stock market since 2003. 
However, this is more than offset by the large portfolio outflows, which capture both 
government and private sector investment in foreign equity and debt markets. Portfolio 
flows tend to be volatile as investors have the flexibility to shift from one financial 
instrument into another because these instruments are traded. Indeed, portfolio 
investment has a tendency to accentuate crises (Dobson and Hufbauer, 2001). In this 
regard, the low volume of portfolio inflows (relative to FDI inflows) helps to reduce 
Singapore’s vulnerability to capital flow reversal. 

Figure 4. Portfolio Investment (in S$ billion) 
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The main components of the other investment account include loans, and currency and 
deposits (C&D). Figure 5 depicts the trends in the key components of this category’s 
inflows and outflows. The high volume of capital flows reflects a lively interaction 
between domestic banks and foreign financial institutions (and other non-residents).  As 
in the portfolio investment account, we observe an increase in both inflows and outflows 
in the recent period, with the latter exceeding the former. Bank lending 5  is, by 
conventional wisdom, considered to be the most liable to reversal than the other forms of 
capital flows including portfolio investment. In the case of portfolio flows, adjustments in 
the volume are mitigated by price adjustments of the relevant assets (Williamson, 2005). 
We observe from Figure 5 that bank lending has been considerably reduced in net terms 
after the crisis. 

                                                
5 Trade credits, which are relatively stable despite their short tenor, form a separate component in the other 

investment account. 


