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• 
onsumers con 1nue 

But expectations 
remain above 
official inflation 
forecasts: SlnDEx 

By KELLY TAY 
kellytay@sph.com.sg 
CONSUMERS here continue 
to expect inflation to trend 
downwards this year partly 
because of last year's loan 
curbs to encourage finan
cial prudence, but expecta
tions remain above official 
inflation forecasts. 

According to the Singa
pore Index of Inflation Ex
pectations (SinDEx) re
leased yesterday, consum
ers polled in December ex
pect overall inflation for 
2013 to stand at 3.72 per 
cent. 

This is lower than their 
one-year inflation expecta
tion of 3.85 per cent record
ed in September, besides 
being the lowest level re-

. corded since the quarterly 
index was first produced in 
September 2011. 

The 3. 72 per cent figure 
is still higher than the gov
ernment's inflation fore
cast; the Monetary Authori
ty of Singapore expects 
headline inflation to be in 
the 2-3 per cent range this 
year. 

Explaining why house
holds seem to have higher 
inflation expectations, Au
robindo Ghosh, who co-cre
ated the SinDEx, said: "The 
levels of information availa
ble to households, policy
makers or professional 

economists could be quite 
different. While policymak
ers and econ omists are 
more concerned with the 
macroeconomic outlook 
and conditions, individual 
households base their deci
sions on past exper ience 
and their expectations of 
possible escalating cost of 
living, particularly for com
monly purchased items. 

"This gap between ex
pectations and reality 
might be gradually nar
rowed by effective and fre
quent communications 
from the policymakers." 

The latest online poll of 
a representative sample of 
400 consumers - compiled 
by the Singapore Manage
ment University's Sim Kee 
Boon Institute for Financial 
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Economics (SMU SKBI) and 
sponsored by MasterCard -
also found that the general 
public now expects a lower 
rate of core inflation, which 
excludes accommodation 
and private transport costs. 

Expectations for core in
flation this year dipped to 
3.88 per cent in December 
from 4.03 per cent in Sep
tember. 

Dr Ghosh, who is pro
gramme director of SMU 
SKBI, attributed the decline 
of inflation expectations to 
several factors. 

"Macro-prudential poli
cies of the regulators, such 
as cooling measures in 
property and private trans
portation, are having an ef
fect in controlling price ris
es. This might also have an 

impact on reducing 
pass-through costs , al
though the tight labour mar
ket might continue to pose 
some challenges in terms of 
domestic wage rises, " he 
said. 

The SinDEx report also 
noted that commodity pric
es, including food , have 
e.ased in the last quarter, 
and this has exerted a 
downward pressure on 
price levels. 

"Furthermore, imported 
inflation emanating from 
Asean countries has weak
ened, e.ven though the glo
bal economic outlook, in
eluding China, India, be
sides the G-3 economies 
(US, eurozone and Japan) 
is more positive," said the 
report. 


