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Inflation to turn positive soon

Compiled by BT

Source: Department of Statistics

Source: MAS

Source: MAS, MTI estimates

Rinse and repeat – that was pretty much how Singapore’s 
inflation picture looked this year, with its continuation of 2015’s 
sub-zero headline inflation rates. In November, however, overall 
inflation finally rose out of negative territory to stand at 0 per 
cent. While that didn’t quite mark a positive turn either, it ended 
Singapore’s longest spell of falling prices, and confirmed the 
view that inflation has troughed. BY KELLY TAY
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Even so, just because headline prices fell for the bulk of 2016 
doesn’t mean consumers felt richer. While Singaporeans benefited 
from lower utility bills – thanks to the slump in oil prices – 
everyday items such as food and services costs continued to rise. 
In contrast, the main drags on overall inflation came from 
accommodation and private road transport – big-ticket items that 
aren’t purchased on a day-to-day basis.
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Looking ahead, the government thinks headline inflation will pick 
up to 0.5 to 1.5% this year, from around -0.5% in 2016. This will 
largely reflect a rise in private road transport costs, due to the 
expiry of the road tax rebate for petrol vehicles, the upward 
revision of car park charges and higher petrol prices. Core inflation 
is expected to rise in 2017 – from around 1% this year to 1-2%.

“We currently view that the MAS will adopt a wait-and-see approach and 
will maintain the current zero appreciation S$NEER (Singapore dollar 
nominal effective exchange rate) policy in their April 2017 meeting. 
However, should core inflation surprise on the upside, it may add some 
pressure for the central bank to introduce some appreciation to the 
S$NEER slope, especially since the US Federal Reserve looks more 
hawkish than ever for 2017 in their latest Federal Open Market 
Committee (FOMC) meeting.” – UOB economist Francis Tan

“Energy-related components are projected to contribute positively to 
inflation in 2017, while the temporary disinflationary effects from budgetary 
measures will fade.” 
– Monetary Authority of Singapore (MAS) and Ministry of Trade 
and Industry (MTI)
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