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Singaporeans’ inflation
expectations ease: poll

By Yong Hui Ting
yhuiting@sph.com.sg

SINGAPOREANS’ expectations for
headline inflation for the year
ahead has fallen, down to 3.9 per
cent from 4.1 per cent last quarter
due to a dampened growth out-
look, according to this quarter’s
Singapore Index of Inflation Expec-
tations (SInDEx) results.

While the uptrend headline in-
flation expectations have been dip-
ping since September 2020, the
current expectations still weighed
above the survey’s historical sec-
ond quarter average of 3.3 per
cent.

The overall CPIEx Inflation Ex-
pectations, after adjusting for po-
tential component-wise behaviou-
ral biases and re-combining across
components, also fell to 5.5 per
cent in June, from 5.7 per cent re-
corded in March.

However, inflation expectations
of all individual components re-
mained the same as the last quarter
at 5 per cent, except transportation
inflation, which saw expectations
decline from 9 to 8 per cent in June
2022, as compared to the last quar-
ter’s survey results.

Researchers believe this is due
to consumers’ adjustments to be-
havioural biases such as “anchor-
ing bias” based on “multiple global
factors and ground realities”. An-
choring bias occurs when people
rely too much on pre-existing in-
formation or the first information
they find when making decisions.

“Overall, despite policy stabili-
sation to assuage the impact of the
pandemic, given the global uncer-
tainty and economic disruptions,
Singaporean consumers felt that
the pandemic will have a moder-
ately negative impact on Singa-
pore’s economic growth,” wrote re-
searchers in the survey report.

Singaporean consumers also
felt that despite possible cutbacks
in consumption, they will have to
brace themselves for higher
spending due to price increases,
the researchers said.

SMU assistant professor of fi-
nance and founding principal in-
vestigator of the DBS-SKBI SInDEx
project Aurobindo Ghosh also at-
tributed the high inflationary ex-

Singaporean consumers also felt that despite possible cutbacks in
consumption, they will have to brace themselves for higher spending due
to price increases, the researchers say. PHOTO: BT FILE

pectations to the uncertainty aris-
ing from the continuing conflict in
Ukraine, which has affected global
production of food grains and oth-
er commodities and led to a rise in
global oil prices and a potential
slowdown in major economies.

“These might have caused the
free-response  behaviourally-ad-
justed inflation expectations to be
significantly higher, particularly
due to cognitive biases in surveys,”
said Ghosh. However, such cogni-
tive dissonance is reduced
amongst respondents with higher
levels of financial literacy, who
tend to have slightly lower infla-
tion expectations.

Inaddition, around 11.5 per cent
of the Singaporeans polled expecta
more than 5.0 per centreductionin
salary in the next 12 months, down
from 12.1 per cent last quarter —
signalling a more positive outlook
on wages in Singapore.

Against an endemic Covid-19,
the survey also found that the live-
lihood over life debate — a mea-
sure of the trade-off between prior-
itising economic growth compared
to the cost to life—ratio was higher
at3.4inJune 2022, as compared to
the 3.3 in March 2022.

This means for every person
who prioritised life over liveli-
hood, there are more than 3 who
prioritised livelihood over life.

Researchers said this also indi-
cates the level of divergence
among Singaporeans — some feel
the economy should be reopened
fully to generate some semblance
of growth and create jobs; while

others feel that protecting lives
should be given utmost priority.
The latter group however, appears
to be “reducing a little and is stabi-
lising”, they added in the survey re-
port.

DBS chief economist and ma-
naging director of group research
Taimur Baig said: “Globally, infla-
tion has proven to be higher and
stickier than considered likely
even a few months ago, but that
has yet to undermine long-terman-
choring of inflation expectation in
industrial economies.”

Though the Monetary Authority
of Singapore has introduced sever-
al monetary tightening policies to
keep inflation steady, Baig added
that a combination of a stronger
Singapore dollar, tighter domestic
liquidity, and macro prudential
measures would likely keep infla-
tion expectations anchored.

For the 5-years-ahead horizon,
CPIEx inflation expectations de-
creased from 4.8 per cent in the
March 2022 survey to 4.5 per cent
in June 2022, though it is still high-
er than the second quarter average
of 4.0 per cent since the survey’sin-
ception in 2012 till 2021.

The Sindex survey polls 500 in-
dividuals representing a cross sec-
tion of Singaporean households to
help researchers understand the
behaviour and sentiments of Sin-
gaporeans.

DBS Group Research is a co-
sponsor and research partner to-
gether with the Sim Kee Boon Insti-
tute for Financial Economics (SKBI)
at SMU.
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