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I rise to add my congratulations to the Finance Minister Tor

his lucid presentat*on of the Budget. The growth rate of 134,

in our GNP has been greeted with applause especially in the context
o a turbulent world economy. Government's Tinancial position is
exoolient and a boom paycholbgy prevails ifd banking, the property
market, and, until recently, the Stock Market.

Close examination cf the {inancial gtatistics, however, reveals evi-
dence of digtortions in the econony which are hidden in excit;ng growth
rates, Instead of euphoria, we need to nay close attention to a number
of potentwally disruptive Factors.

u

Inflation N
First, as the Minister rightly poéinted out, ig the problem ow 1nf1ation.
(a) e Internationnl Monetary’ Crisis
The turmoil in the international monetary system is one ma jor
Tactor to conterd with. Unless we can apply proper monetary and
exchange contrcls we shall continue to import 1ni"lation in two

wayst
(i) wvia higher import prices, because of ‘inylation An
the advanced countries, ailecting our cost of living

and costs of production, and

via unuuntro1led speculative snort-ternm c%pital which
swamp our propsrty market and the Stock Exchange. . Bvexy
time the US 3§ is devalued and other currencies upvalued

we have to decide on cur exchange rate, keeping in mind

four Yactors :

(1) to preserve our competitive edge in tbe ma joxr

trad ng bloca,

(2) To keep the cost or living Irom boing pushed
up by higher iumport nrices;




to maintain full employment at a good rate
oY growths and ' ’ -

(4) to ensure a healthy balance o payments.

In an unsettled international monetary arena, a small countxry
like ours must apply exchange controls on the import o short
term spebulat’ive capital or else we shall be ovexrwhalued by
excess liquidity and unhealthy intlation. It would not be
necessary to control export of capital as loung as our econony
renains vibrant. Besides this would be unwise as it would be
a deterrent to invlow of productive long-term iwvestment.  The
recent'mve by the Monetary Authority of Singapore to increase
reserve requiremernts of banks to 9% im a necessary ome to check
excessive growth of mcney supply _a.m correspduling inf’lation,
However, I fear the measure will be inefYective and is dis- .
crininatory. Yoreign banks are still free to bring in funds Irom
abroad - this will place local banks at a disadvantage. We
should stipulate the absolute levels of Toreign Yunds held by
banks as well as mainiair the higher reserve ratio,

Paraloxically, we r’:;eem to have better control over our hailcers
than over our bankers anmd stock brokers.

(b) Inflation in Property Market

The cecond major ractor that would need to be considered in v
checlcing inflation is the property market. The boem is induced
in part by the general level of economio activity but is greatly
oxarcerbated by apeculation, Tueled particularly by the 'im?low
of hot money.

The unhealthy boom in the property market has severely penalized
the middle and lower-niddle ingenme groups - the exeoutive and
proYesgional pevple. It has also contributed signi:?ioantiy to the
Stock Market boom as shares were re-valued in the light of

higher property prices.




I believe Government should restrict ownership oi residential
propérties to Singapors citizens and permanent residents except
for dosignated enolaves: Proxies may still be used but severe
penalties could be laid down. -Countries like Switzerland have
suech restriaetions. In addition, all property tramsaotions should
be allowed no more than a rate ol return oY 15% a year (with some
Plexibility FYor escalation of building ocosts). In this way.
investment in properties would not be unduly prolitable, spe-
culation dampened and legitimate home-owners given the chanoce

to be owners oX property.

(o) Inrlation in the Stock Market

v

The trird avea where inflation needs to be checlced is the Stock
Market. I weloome the Securities Industries Bill amd the
accompanying ocntrols on Stocl Marlket activities. As the Prime
Minister pointed out, the get-rich-quick mentality will prove
detrimental to our prodﬁctivity and worlk-ethos. The regulations
must be designed in such a way as to oontrol speculation, which
hurte the small investor while providing a smooth ocapital market

Tfoxr long-term investment.

Wage Folioy -

This year intlation will hit the lower income groups througﬁA
the increase in import prices and cost o seivices. I velieve
the hational Wages Council should build in a coﬁponant of coste-
oi=living adjustment particularly ror the lower-wage earners.

Wo can well afford the adjustment provided the rate oY inilation
is higher in the advanced coumtries. ‘

Social Services

I apylaud the substantial allocation to Social Services - an
increase ol almost 50%. In particular, the aocelera;ed HDB
programme would beneiit the lower-income sroup. Housing con—
stitutes a major pillar of social stability. Improved hcuaiﬁg
conditions and recreational Yracilities Tor the working class will
contribute substantially to their productivity.




-~y

- T welcome the move by Govermment to provide tax reliels Jor the

Tax Relio?s

pupport of parents and graniparenta. Howover, I Feel the reliel.
should be extemiod to include those parenis and graidparcnts who
erc mot living with the olaimant. Extended families living under
one roo¥ have become impractical in cne and itwo-roonm Ilata.

The longer Term _ )
I;oel:ing ahead, in the longer run, 3 major areas need attention.

{a) Middl Technolo

Real development would require that our industries upgrade or
acquire higher technology. On the one hand, with rising wage costa
and tho increasing drive ol other develcping countries to indusira-
lize, our low technology induatries’will Tace stifl competitions On
the other hand, it is dif¥iocult to induce niddle-and higher-
tochnclogy industries to cdme out here as these are not so pressed
by escalating production costs in their own counmtries. 1 note
with concern the Tigures quoted by the liinister. A4s ‘e ntated,
manutacturing imvestaent coumitnents Tell from $716 aillion in

1971 to $252 million last yea.z‘.' This reflects the dirrioulties

I mentioned. :

(v) Skills end Re-Training

I weloome the setting up of the Ddustrial Training Board. Togethex
with its activities to encourage tle formation and transmission

o? skills Por our workers, enablingthem to ba more productive with a
higher standard of living. GovernumeX ghould also look closcly

at the training of exeoutive, manageri] and marketing personnel

in foreign firms. Without the developiint of skills and organisa=
tional know~how, we shall never achieve »a) davelopuent. Rapid
dovolopment also malces skills obsolete Yas; hence ro-training
programmes would be roquired. '




(¢) Cottage Industries

4As we develop rapidly we shall have to Pace problems of phasing
out coltage~type industriea., As long as land is available

these éan be, and are re-sited. However, the process must end
inevitably Yor we have limited space. UGovernmont would need

to study the problems of these industries, balanoing equity with
the eficlancy needs of our country. Perhape a system ol outright
subsidy cdn be implemented to encourage change to more desirable
trades. ’

Mr. Speaker, Sir, with those observations, I give my Full suppoxrt
to the Government's rYinancial policy as outlined by the Minigter

Yor Financee.




