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Households expect higher inflation: survey 
Respomtsqggest that consumers expect gq% ineation over the next year 
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SINGAIQRE househoIps expect prhs  to 
~ a ~ 4 . 4 p e r ~ t i n t h e y e a r a b e a d ,  
the latest Shppom Wmgement U W -  
dry (SMU]-- singapore Index 
of InWbn -ns iudex shows. 

Responses 6rbm 9 households polled 
on& in June produced a composite in- 
dexthatm.wsthatconsumers~in- 
W o n  of 4.4 per cent o m  the nex& year, 
a f m ~ n s ~ t o 4 2 p e r c 4 ? n t f n t h k  
M a r c h ~ ~ 4 . 6 ~ ~ t I n D e ~ e m -  
ber. 

But the researchers behind the index 

s e e U e a r t y ~ ~ ~ t ~ e x p e c .  
taliom on the ground are mmcbg a pla- 
teau, as &mication liom the q m t d  
bank helps anchor expeaabna 
With Singapore's idadon currently 

stuckat levelsabowbhistorid~ ' 
more eccmomist have raised the need Sdr 
~ t o n o t o n l y ~ ~ n m  
check but also ensure that apecmtiolls of 
future idation are not unhiaged. Beliefs 
about where prices are headed shape con- 
sumers' spending and wag& decisions, 
I68editlgintoactuilMationinthefutuFe: 

In between the*March and June sur- 
veys, the- gmmment raised its Mation 
forecast for 2012 to 3.5 to 4.5 per cent, and 

announced idation of 5.4 per cent for 
Apriland5percentforMay. 

Justttrip~tfLeDepattmeatofstatis- 
tics a~~lounced a June idation rate of 
53 per cent and the central bank nar- 
rowed-%s 2012 hreca!% range to the upper 
halfof4to4.5perm 

Aurobindo Ghor& the Meids a+ 
mator and programme director at the 
SMU Sim Kiee Boon Institute for -cia1 
Ecomqb, said that this foutth edition of 
the survey has a couple of implications. 

'Flnst,havethe - eKwm9 
ly cornmeted  idla- 
tion rates to the puMc? ProbbIy yes, at 
least to a limited extent. Are these rates 
fluctuatbg with short-term news, mean- 
ing a r e t h e i d a l i o n ~ n s w e l l a u -  
bred? Prow not jet; but Ws getting 
them*? said Dr Gh& 

~e p o ~  out that this is not unh& 
to S i r e .  In tbe US, the latest iddon 
apcmions putdished by the Confmmx 
BoardhJunewas53per~muchhigh- 
er than the US' steadily declining Mation 
rate-of 1.7 per tea 

But longer-term idhion ~ t i o n s  
have proven more st ie .  Over the next 
fm years, respondents eqeaed an M a -  
thnrateof5.08per~tin June, up from 
+97 per cent in March. 
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Singapore's inflation is currently stuck at 
levels abdfe itP historical averag -+ 

These longer-term expectations idealEy 
should not fluctuate with short-term 
changestocummoditypticessuchasoil 
and food, and frequent commtmication 
and updates from the MonetaryAt&mity 
ofSingaporeougbttohdp,DrGho$hsaid, 

High long-term Mation can have seri- 
ous implications for real interest rates. 
W1th nominal in- rates yw dose to 
zero, a 5 pa txnt long-term Mation ex- 
pectation means that the real rate of inter- 
est is, strongly negath "This percepiion 
of depreciaUon of purchasing power is a 
serious problem Eacfng policymaken," 
saidDrC;hogh. 
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