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Singapore Economics 

Inflation Up Despite Lockdown; Raise 
2021 CPI Forecasts 

 

 

 

 

Spike in Headline CPI; Core CPI Inches Up 

Core inflation inched up while headline inflation surged in May, both on the back of low base 

effects from last year’s circuit breaker, combined with rising housing rentals and car 

prices. Core inflation rose to +0.8% (vs. +0.6% in Apr) while headline inflation jumped to 

+2.4% (vs. +2.1% in Apr), the fastest pace since Nov 2013. On a month-on-month basis, 

headline CPI jumped by a 8-year high of +0.8% (vs. -0.2% in Apr), while core CPI rose by 

+0.1% (vs. flat growth in Apr). The Phase 2 heightened measures did not dampen price 

pressures, with most categories recording month-on-month increases from April. 

Services Costs Rise from Low Base; Food Inflation Flat  

Services costs (+1.4% vs. +1.1% in Apr) extended its climb, mainly on the back of the pickup 

in telecomm services fees (+0.5% vs. -0.5% in Apr), point-to-point transport services fees 

(+8% vs. +5.7% in Apr) and health insurance premiums. Prices of retail & other goods (-0.8% 

vs. -1.1% in Apr) eased its decline on the pickup in household durables (+2.4% vs. +1.3% in 

Apr), while clothing & footwear (-4.1% vs. -4.9% in Apr) fell at a softer pace. 

Food inflation (+1%) remained unchanged from the previous month as prices of both non-

cooked food (+0.6%) and prepared meals (+1.2%) were stable. Costs of electricity & gas (-

1.9% vs. -2.4% in Apr) continued to ease in terms of their decline due to rising gas prices 

(+6.2% vs. +4.5% in Apr).  

Private Transport and Accommodation Costs Key Drivers 

Private transport costs surged by +14.5% (vs. +12.9% in Apr), largely on the back of a steeper 

increase in petrol prices (+21.1% vs. +15% in Apr) as well as the petrol duty hike in Feb. Car 

prices (+16.7% vs. +16% in Apr) also increased as COE premiums rose to a 6-year high, partly 

due to the reduction of the COE quota for May to July 2021. 

Accommodation costs (+0.9% vs. +0.7% in Apr) – which account for a high 22% weight in the 

overall CPI index – rose to a 7-year high on the back of higher rentals. Monthly SRX data 

shows HDB and condo rental prices rising by +7.6% and +7.7% respectively in May from a year 

ago (see Figures 5 & 6). We think rentals are partly driven by the return of overseas 

Singaporeans and permanent residents because of the pandemic (see ASEAN Economics – The 

Pandemic: Migration Shocks & Doughnut Effects, 30 Apr 2021). We think more than 50k 

Singaporeans may have returned home since January last year. 

Inflation to Peak in July, Raise 2021 Inflation Forecasts 

Headline inflation will likely remain elevated in 2Q and peak in July before moderating as 

the base effects fade. Headline inflation may peak at about 3% while core inflation will likely 

peak at about 1.3%, by our estimates. 

We raise our average headline CPI forecast for 2021 to +1.8% (from +1.3%) to take into 

account the larger-than-expected pickup in private transport and accommodation costs, as 

well as higher commodity prices. Our oil & gas team recently raised crude oil price estimate 

to US$65/barrel for 2021 (from previous estimate of $55-60/barrel) (see ASEAN Energy: 

Crude – summer burn, 21 Jun 2021). We expect average headline CPI to moderate to 

about +1.2% in 2022.  
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We also raise slightly our average core CPI forecast to +1% (from +0.9%) in 2021 and +1.4% (from 

+1.2%) in 2022, taking into account structural factors driving higher wage costs, including 

stricter foreign labour measures and shortages because of border controls, and the expansion 

of the Progressive Wage Model to retail and F&B next year. 

 

Our base case is for the MAS to maintain the current neutral stance at the October meeting. 

But with inflation visibly picking up, we think there is a non-negligible probability (of about 

30%) that the MAS may tighten to a “slight appreciation bias” if inflation overshoots and growth 

recovers. With the vaccination rate approaching 50% by August and 75% by Oct/Nov, the 

reopening and relaxation of border controls may spur a stronger growth recovery in the 

months near the MAS meeting decision in October. Our FX team is forecasting the SGD to 

appreciate to 1.31 against the USD by year-end. 

 
Table 1: Consumer Price Index (CPI, 2019=100) 

%YoY Jan-21 Feb-21 Mar-21 Apr-21 May-21 5M21 1Q21 4Q20 2020 

CPI - All Items 0.2 0.7 1.3 2.1 2.4 1.4 0.8 -0.1 -0.2 

Food 1.5 1.6 1.4 1.0 1.0 1.3 1.5 1.7 1.9 

Clothing and Footwear -4.6 -6.3 -4.8 -4.9 -4.1 -4.9 -5.3 -4.7 -3.8 

Housing & Utilities -0.3 -0.3 -0.2 0.5 0.6 0.1 -0.3 -0.3 -0.3 

Household Durables & Services 1.0 1.0 1.2 1.2 1.6 1.2 1.1 0.5 0.3 

Health Care -0.1 -0.2 1.0 0.9 1.0 0.5 0.3 -0.8 -1.5 

Transport 0.7 3.1 5.7 9.7 11.0 5.9 3.1 -0.1 -0.7 

Communication 1.2 0.6 0.8 -0.3 0.4 0.6 0.9 0.8 0.7 

Recreation & Culture -1.2 0.1 0.3 0.8 1.0 0.2 -0.2 -2.0 -1.8 

Education 0.7 1.0 1.0 1.0 1.0 1.0 0.9 -0.9 -0.6 

Miscellaneous Goods & Services -1.5 -1.4 -1.1 -0.3 -0.3 -0.9 -1.3 -1.5 -1.2 

Core inflation -0.2 0.2 0.5 0.6 0.8 0.4 0.2 -0.2 -0.2 
 

Source: CEIC 

 

 

Fig 1: Headline CPI (+2.4%) Jumps from Low Base, Core CPI 

(+0.8%) at Fastest Pace in Two Years  

z 

Source: CEIC 

 

 Fig 2: Food Inflation Remains Constant in May on Stable Prices 

of Non-Cooked Food and Prepared Meals  

 

Source: CEIC 
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Fig 3: Private Road Transport Costs Surge +14.5% in May, Petrol 

Prices Rise +21.1% 

 

Note: COE auctions were suspended from Apr to Jun 2020.  

Source: CEIC 

 
 

 Fig 4: Covid-19 Community Cases Yet to Subside  

 

 

Source: CEIC, MOH 

 

 

Fig 5: SRX HDB Rental Price Index Rose by +7.6% in May from 
the Previous Year 

 

Source: SRX 
 

 Fig 6: SRX Condo Rental Prices Picked Up by +7.7% in May, the 
Fourth Straight Month of Growth 

 

Source: SRX 
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