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Abstract

Singapore is a relatively developed capitalist country with the economic model of “state
capitalism”. It is the fourth largest international financial center after New York, London
and Hong Kong, and also one of the most open economies in the world. In recent years, in
terms of the balance of payments, Singapore’s current account surplus has expanded and its
international reserves have declined slightly. In this paper, the current account surplus is
studied and the analysis shows that there is no obvious causal relationship between the five
single variables of Gross Domestic Product (GDP), Real Effective Exchange Rate (REER),
Export (EX), Import (IM) and Foreign Direct Investment (FDI) and Balance of Payments
(BOP), but it is impossible to rule out the effect of multiple variables on them. This paper
uses the multiple regression model to explore the impact of Singapore’s income effect, price
effect, export effect, import effect and investment effect on Singapore’s BOP from 1998 to
2017. Suggestions on the improvement of Singapore’s BOP are proposed in terms of
currency, finance, exchange rate and capital and financial communication.

Keywords: Balance of Payments, GDP, Real Effective Exchange Rate, Import and Export
Trade, Foreign Direct Investment
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