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S'pore consumers expect
lower inflation in next ye

Expectation comes
as growth in
emerging economies
slows: survey

By NISHA RAMCHANDANI
nishar@sph.com.sg
[SINGAPORE] Consumers
here expeet inflation o
keep trending downwards
in the next year, partly due
to tepid growth in emerging
eccomomies, such as China
and India, and to moderat-
ing imported inflation, says
a quarterly survey.

The Singapore Index of
Inflation Expectations (SIn-
IMEx) indicated that the pub-
lic expects inflation of 3.92
per cent for the year ahead,
down from 3.99 per cent in
June.

The online survey,
which polled 400 local con-
sumers, was developed by
Singapore Management
University's Sim Kee Boon
Institute for Financial Eco-
nomics (SKBI} and Master-
Card.

Consumer expectation
of headline inflation dipped
to 3.85 per cent - the low-
est sinee the launch of the
survey in September 2011
=from 3.91 per cent a quar-
ter before.

Core inllation, which
strips out accommodation
and private road transport
costs, is also expected to
come in slightly lower, at
4.03 per cent against 4,05
per cent.

Although the general
public expects inflation to
let up, their expectations
for inflation are still higher
than that forecast by the
government, This year, the
government expects head-
line inflation to register in
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Right price: The survey. which polled 400 local consumers, showed that the public expects inflation of 3.92 per
cent for the year ahead, down from 3.99 per cent in June. pHOTO: REUTERS

the upper range of the 2 to
3 per cent forecast. For
next year, headline infla-
tion is projected to come in
atl between 2 and 3 per
cent,

The official estimate for
core inflation is between
1.5 and 2 per cent this
year, and between 2 and 3
per cent next year.

Assistant professor Au-
robindo Ghaosh, the co-creq-
tor of SEnDEx and projeet di-
rector of SKRIL noted that
headline inflation has come
down from the first quarter
of 2003 as o resull ol slew
of government measures to
cool the property market
and curb car loans, as well

as the deleveraging ol
houschold debt — the com-
bined effect of which was
not expected a year ago.

“Academic  literature
has shown that inflation ex-
pectations are quite persist-
ent or ‘sticky’, and are of-
ten slow to react down-
wards," Prof Ghosh said.

“Additionally, there is
an expectation of pass-
through costs, including do-
mestic ones like wages and
rental, and imported ones
like oil prices, which might
have caused elevated expec-
tations ol price rises in the
medium term.

“For policymakers, this
might indicate some risks

to the anchoring of medi-
um-term inflation expecta-
tions for both headline rate
and the core inflation rate
in Singapore.”

Dr Yuwa Hedrick-
Wong, the global economic
advisor for MasterCard,
said that inflation expecta-
tions are still relatively high
despite the downward
trend, possibly due to a
combination of the pick-up
in the US and European
economics and the positive
impact of the expansionary
puolicies in Japan.

“AL the same time, this
has to also be seen in the
context of Asia’s growth
shifting to a lower pgear
with the slowdown in big

emerging economics like
China and India, which is
likely to adversely affect Sin-
gnpur(r's apen economy,
vulnerable to external mar-
ket conditions.” he added.

The report also polled re-
spondents on what they ex-
pected inflation would be in
five years. This worked out
to 4.7 per cent lor the com-
posite index, up slightly
from 4.68 per cent from the
June edition of the survey.

Headline inflation in five
vears is expected to elock in
at .86 per cent - the low-
est figure recorded so far —
down from 4.99 per cent.

Core inflation is expect-
od to rise to 4.6 per cent
from 445 per cent

Source: The Business Times ® Singapore Press Holdings Limitad. Permission required for reproduction.



