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Singapore

DENMARK-BASED robotics company 

OnRobot wants its Singapore office to 

focus on meeting South-east Asia’s 

growing demand for devices attached 

to the end of robotic arms that can 

pick up objects. 

OnRobot now has nine products, 

including grippers, sensors and tool 

changers. Its Singapore office aims to 

develop  40  to  50  more  such  

products, which will advance collab-

orative applications between humans 

and machines in South-east Asia and 

also beyond. Its office, also the com-

pany’s Asia-Pacific headquarters, was 

opened on Wednesday. 

OnRobot CEO Enrico Krog Iversen 

said: “We want to be easy to do busi-

ness with. If it’s easy to do business 

with  you,  people  will  buy  your  

products sooner, and they will buy 

more.

“We want to bridge cultural and 

language  differences.  That’s  why  

we’re setting up an office in Singa-

pore to head our Asia-Pacific busi-

ness. We’re not a Danish company; 

rather, we’re a global company which 

happens to be based in Denmark.”

With  demand from South-east  

Asian electronics, automotive and 

Computer Numerical Control (CNC) 

machining industries booming, OnRo-

bot plans to home in on South-east 

Asia – specifically the Singapore, Thai-

land and Malaysia markets. 

The company’s incoming general 

manager for the Asia-Pacific, James 

Taylor, said: “Overall, there are a lot 

of opportunities in South-east Asia as 

the region is positioning itself as a 

powerful economic force. It’s going to 

be very interesting for us as we try to 

expand our footprint here.”

He was previously senior director 

of  new equipment  innovation at  

US-based Otis Elevator, and the gen-

eral manager of Chinese startup, Uni-
versal Robots.

CEO Iversen said that OnRobot 
picked Singapore as the location for 
its Asia-Pacific headquarters because 
of the Republic’s mature automation 
business and economy, and also be-
cause of the government’s robust sup-
port for robotics. He expressed hope 
that OnRobot will eventually expand 
to the rest of the region.

Asked about  the role robotics  
would play in driving the Singapore 
economy, he said he was confident 
that OnRobot’s innovations could 
play a key role. 

“We want to make Singaporean 
companies more competitive in the 
global  landscape.  Small  and me-
dium-sized enterprises tend to be 
slow to adopt technology – they think 
more short-term rather than how 
they can remain relevant three to five 
years down the road.

“Our focus will be to provide com-
plete collaborative robot solutions to 
help manufacturers attain productiv-
ity, while reducing costs and improv-
ing their ability to scale.” 

By Virginie Mangin
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Beijing

CHINA’S trade data missed expecta-
tions in April just as tensions with the 
United States are flaring up again. 
China’s trade surplus shrank drastic-
ally  last  month,  coming  in  at  
US$13.84 billion, against the preced-
ing month’s US$35 billion. 

Dollar-denominated exports fell  
by 2.7 per cent from a year ago, going 
by data from the China’s General Ad-
ministration of Customs. 

Imports picked up by 4 per cent, 
following a drop of 7.6 per cent in 
March; this was their fastest pace of 
growth since October 2018. 

Julian Evans-Pritchard, an econom-
ist with Capital Economics, said: “Ex-
port growth last month was disap-
pointing, with (US President Donald) 
Trump’s latest tariff threats adding to 
the downside risks ahead. Higher 
commodity prices helped April’s im-
port values beat expectations, but im-
port volumes still point to subdued 
domestic demand.”

The data comes on the heels of re-
newed tensions between China and 
the US. 

Mr Trump shocked the global mar-
kets earlier this week by announcing 
through a couple of tweets that the 10 
per cent levy on US$200 billion worth 
of Chinese goods would go up to 25 
per cent by as early as this Friday.

His comments came just as both 
countries were ironing out the final 
details of a deal. 

Chinese Vice-Premier Lui He is still 

scheduled to travel to Washington for 

further talks on Thursday and Friday, 

although at this point, it is unclear 

whether a deal will effectively be 

signed. 

Mr Evans-Pritchard said: “Even if a 

last-minute (trade) deal is struck this 

week to avoid further tariffs, the 

downbeat  prospects  for  global  

growth will probably mean that ex-

port growth remains subdued.”

He added that the new rounds of 

potential tariffs would affect export 

growth by 2 to 3 percentage points. 

Behind the headline numbers, the 

trade data points to a negative out-

look for smart devices and auto-

mobile  sales  globally,  while  the  

strong imports were pulled by crude 

oil, which grew 16 per cent from the 

year before. 

Iris Pang, China economist for ING, 

said: “Consumers have been delaying 

purchases of new smart devices be-

cause of a lack of new technology and 

as they await the rollout of 5G.

“For  automobiles,  ride-hailing  

apps have reduced demand for cars 

globally, and especially in China.”

She  said  the  recent  backlash  

against the rollout of Chinese 5G tech-

nology would continue to weigh on 

the sector. 

That  imports  emerged  more  

strongly than expected can partly be 

attributed to a tax cut announced 

earlier in the year, which has promp-

ted importers to delay shipments un-

til after April, from when they pay 

lower value-added taxes (VAT).

Wednesday’s drop in exports fol-

lows mixed data for the manufactur-

ing sector last month, suggesting that 

the  small  rebound  registered  in  

March was a fragile one. 

Analysts say stimulus measures 

will continue into the second quarter 

as tensions between China and the US 

are set to continue, even if a deal is 

signed. 

In early March, Beijing reinforced 

its support for the economy by an-

nouncing more capital  for public 

housing and infrastructure projects 

and the cut in the VAT tax. All in all, 

measures for this year amount to two 

trillion yuan (S$268.2 billion). 

Nomura economist Lu Ting said: 

“There is real risk of a double dip in 

growth, and Beijing cannot afford to 

stop easing yet. With the rapid escala-

tion of the trade conflict with the US, 

we believe Beijing will likely step up 

easing measures again.”

The data rocked markets world-

wide, with stocks falling throughout 

the Asia-Pacific. 

Mainland Chinese shares ended 

lower on Wednesday, with the Shang-

hai composite down 1.12 per cent to 

about 2,893.76. 

The Shenzhen component slid  

0.96 per cent to 9,002.53, while the 

Shenzhen composite declined 0.65 

per cent to 1,530.31. 
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However, Mr Wee added that “for the 

medium term, the move towards 

greater transparency in forex inter-

ventions operations is another brick 

in the solid foundation of sound fun-

damentals of policies  that Singa-

pore’s exchange rate policy is built 

upon”.

The announcement fuelled confid-

ence that Singapore has the firepower 

and more than sufficient reserves, to 

address any market volatility from un-

foreseen global shocks and preserve 

the integrity of its exchange rate 

policy, he said. 

Heng Koon How, head of markets 

strategy at  UOB,  added that  the  
greater transparency from the public-
ation of net forex purchases is un-
likely to lead to unnecessary volatility 
for the SGD as the published data will 
be aggregated over a long period of 
six months and would not have any 
detailed monthly figures or break-
down of individual currencies.

Vishnu Varathan, head of econom-
ics and strategy at Mizuho Bank, said 
the move for disclosure is definitely a 
significant one by the MAS, which has 
typically been known for being dis-
creet.

“They are formalising a process 
which involves the evolution of ac-
countability and transparency in regu-
latory institutions,” he said.

Singapore 

CERTIFICATES of entitlement (COE) 
ended mostly mixed at the latest 
tender on Wednesday, but bidding 
showed signs of losing steam on the 
back of continued weakness in the re-
tail market.

COE for cars up to 1,600cc and 
130bhp closed at $36,704, up from 
$33,199 three weeks ago. COE for 

cars above 1,600cc or 130bhp fin-
ished at $48,010, up from $48,000 
previously.

Open COE, which can be used for 
any vehicle type except motorcycles 
but which ends up mostly for bigger 
cars, ended at $52,502, up from 
$52,410.

Commercial vehicle COE closed at 
$28,559, down from $32,001. Motor-

cycle premium finished at $3,352, 
down from $3,452 previously.

The latest exercise was the first for 
the May-July quota, which is slightly 
smaller overall  than the previous 
three-month quota.

But individually, the car COE quota 
sees the biggest shrinkage, while the 
commercial vehicle and motorcycle 
quotas see an expanded supply.

“We want to bridge cultural and 
language differences. That’s why 
we’re setting up an office in 
Singapore to head our Asia-Pacific 
business,” says Mr Iversen.  
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OnRobot opens Asia-Pac 
HQ in Singapore, eyes 
booming regional market 

China’s trade surplus narrows 
sharply in April as exports dip

MAS’ S$45b transfer to GIC 
could boost govt revenues 

By Ng Eng Juan

THE Hyflux saga has been in the news 

in recent months. One key area of 

contention is the accounting treat-
ment for its perpetual securities, or perps. 
This article examines current accounting 

practices for perps and suggests a rethink-
ing of the accounting issues.

Should perps be classified as 
‘equity’ or ‘liability’ in
the balance sheet?
The issue of whether a financial instrument 

should be classified as equity or liability in 
the balance sheet is governed by Interna-

tional Accounting Standard 32 (IAS 32) and 
its Singapore equivalents of FRS 32 for 

non-listed companies and SFRS(I) 1-32 for lis-
ted companies.

IAS 32 requires the issuer of a financial in-
strument to classify the instrument as a fin-

ancial liability or an equity instrument in ac-
cordance with the substance of the contrac-

tual arrangement. At the risk of over-simpli-
fication, the practical implication of this prin-

ciple of “substance over form” may be sum-

marised as follows: a financial instrument is 
to be classified as an equity instrument if 

and only if there is no contractual obligation 
to repay.

In compliance with IAS 32, and in accord-
ance with the generally accepted accounting 

practice in Singapore, Hyflux has appropri-
ately classified its perps as equity in its bal-

ance sheet.
However, given that most perps issued in 

Singapore have a coupon step-up feature 
(for example, Hyflux’s perps issued in May 

2016 have an initial coupon rate of 6 per 

cent, but this coupon will increase in May 

2020 to 6.2 per cent plus a four-year swap of-

fer rate), then it may be argued that some-

time in the future, the coupon rate is going 

to be so prohibitively high that the issuer 
will almost certainly redeem the perps. This 

coupon step-up feature may therefore, in 

substance, negate the “if and only if there is 

no contractual obligation to repay” condition 

for equity classification. Thus, it may be ar-
gued that Hyflux’s perps should more appro-

priately be classified as “liability” in the bal-

ance sheet.

Further, in applying the “substance over 

form” principle in the equity-liability classi-
fication, we may have placed too much em-

phasis on the “contractual obligation to re-

pay” condition. Perhaps some other general 

conditions or features of “equity” classifica-

tion should also be considered – for ex-

amples, whether the holder is entitled to a 
pro rata share of the issuer’s net assets in the 

event of liquidation, and whether the instru-

ment is subordinate to all other classes of in-

struments. When all these other conditions 

are considered, the conclusion may arguably 
tilt towards classifying Hyflux’s perps as “li-

ability”.

Should ‘interest’ on perps 
be charged to the 
income statement?
IAS 32 provides that interest and dividend re-

lating to a financial liability should be recog-

nised in the income statement, whereas dis-

tributions to holders of an equity instrument 
should be recognised in equity.

Thus, whether the “interest” on perps 

should be recognised in income statement 
or in equity depends primarily on whether 
the perps are classified as equity or liability.

Since Hyflux has classified its perps as 

equity, it has consequently recognised the 
“interest” on its perps in equity – specifically, 
in the statement of changes in equity – and 
not in income statement.

Some investors have rightfully raised the 
issue of whether it is appropriate not to 
charge the “interest” on perps to income 
statement. Some are concerned with the diffi-

culty in interpreting the amount of “profit or 
loss attributable to Owners of the Company” 
in the income statement where such “in-
terest” has not been charged. 

However, it should be noted that the term 
“Owners” is a technical term defined (in IAS 
1, and its Singapore equivalents of FRS 1 and 
SFRS(I) 1-1) as “holders of instruments classi-

fied as equity” (and not as “the ordinary 
shareholders”).

Perhaps of greater concern is the issue of 
whether the cost of equity financing should 
be charged to income statement.

The extant accounting standards only re-
quire the cost of debt financing, but not the 
cost of equity financing, to be accounted for.

Not accounting for the cost of equity fin-

ancing is one of the main drawbacks of cur-
rent-day accounting. Investors have to be 
aware of the implication of this fact to be 
able to analyse the financial statements cor-

rectly for their investment decisions.
The implications of not accounting for 

the cost of equity financing are illustrated in 
two simple cases below.

Case 1: Assuming two managers are doing 

exactly the same things, except Manager A 
borrows $100 million to run his business, 
whereas Manager B receives the $100 million 
from the business owners. In this case, the 

extant accounting standards require the in-
terest on the bank borrowing to be charged 
to Manager A’s income statement, whereas 
nothing will be charged to Manager B’s in-

come statement relating to the use of the 
equity financing. Manager B’s income state-
ment will therefore show a higher profit, 
which may mislead investors into believing 

Manager B performs better than Manager A.

Case 2: Assuming Mr XYZ has $100, and he 
has two investment options, namely (i) to de-

posit the money with a bank and receive an 
interest income of $3 per year, or (ii) to hand 
his money to his manager to run a business. 
Assume that Mr XYZ decides to hand the 

$100 to its manager, and assume also that 
the manager makes $2 return. It is quite obvi-
ous, in this case, that the manager is a bad 
manager for he is destroying the value for Mr 
XYZ (Mr XYZ should have deposited the 

money with the bank and earned $3, instead 
of handing his money to the manager and re-
ceiving only $2 in returns). However, be-
cause the cost of equity financing is not ac-

counted for under the extant accounting 
standards, the manager’s income statement 
will show a profit of $2, which may mislead 
Mr XYZ into believing the manager is a good 

manager, creating value for him. In this case, 
it may be noted that if the cost of equity fin-
ancing of $3 is charged, then the income 
statement will show a loss of $1, which will 

arguably give a more true and fair view of 
the manager’s performance.

The above simple cases illustrate the de-
fects of financial statements when the cost 
of equity financing is not accounted for, as is 
the current practice under the extant ac-
counting standards.

So it may be that the accounting stand-
ards setting authority should therefore con-
sider requiring the cost of equity financing 
(besides the cost of debt financing) to be 
charged to income statements. This will also 
resolve the issue of whether the “interest” on 
perps should be charged to income state-
ment, as in Hyflux’s case.

Conclusion
The extant accounting standards require 
perps to be classified as equity (instead of li-
ability) and the “interest” on perps to be 
charged to equity (instead of the income 
statement). This has led to much contro-
versy and misunderstanding.

Based on the substance of the instru-
ment, a case could be made to classify perps 
(especially those with coupon step-up fea-
ture) as liability, which is also more in line 
with the general understanding/perception 
of the investing community.

A case could also be made to require the 
cost of equity financing to be charged to in-
come statement. This will resolve the contro-
versy of the current practice of classifying a 
financial instrument as equity with con-
sequential zero charge to income statement. 

The writer is Professor in Accounting at 
the Singapore University of Social Sciences’ 
School of Business

COEs end mixed in latest bidding exercise 

Data from China’s General Administration of Customs indicates that the country’s dollar-denominated exports fell by 2.7 per cent from a year ago, 
while its imports picked up by 4 per cent, following a drop of 7.6 per cent in March. PHOTO:  AFP
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Perps as equity:  Hyflux saga shows rethink needed
A case can be made to classify perps (especially those with coupon step-up feature) as liability, and to require the cost of equity financing to be charged to income statement
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