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Figure 6. Gross Capital Inflows (in S$ billion) 6

-50

0

50

100

150

200

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

FDI Bank Loan Equity Bond

III. OVERVIEW OF MONETARY AND FINANCIAL DEVELOPMENTS 

It has been observed that large capital inflows often give rise to increases in money 
supply and domestic liquidity, appreciation of both nominal and real exchange rates, and 
acceleration in asset prices. Hence, a country experiencing excessive capital inflows 
usually has to face the challenges of inflationary pressures, loss of a competitive 
exchange rate (which could undermine the international competitiveness of its 
manufacturing sector) and misallocation of capital into unproductive projects. In what 
follows, we provide a series of charts that give an overview of monetary and financial 
developments in Singapore since 1990. Specifically, Figures 7 to 12 depict the trends in 
Singapore’s monetary aggregates, short-term interest rates, nominal and real effective 
exchange rates, consumer price and wage inflation, asset price indices, loans to key 
sectors of the economy, and value added for the key sectors of the economy, 
respectively. 

It is clear from Figure 7a that domestic liquidity has been growing since the 1990s. The 
monetary aggregates rose steadily until quarter one of 2006,7 after which they exhibited 
a sharp acceleration. Indeed, over the last two years, the year-on-year (y-o-y) monetary 
growth rates (see Figure 7b) have exceeded the y-o-y nominal GDP growth, which has 
averaged 10% only over the same period. 

                                                
6 The negative values for inflow of loans refer to the repatriation of loans by foreign banks.  
7 The trend break in the levels of M2 and the corresponding hikes in M2 growth rates at the end of 1998 are 

due to the incorporation of the Post Office Savings Bank (POSB) into the banking system when it was 
acquired by the DBS. From November 1998, POSB's data has been incorporated in M1 and M2, and not 
as a non-bank financial institution under M3. 


