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Singapore's inflation picked up speed etons Ling
in March, but more upside risk ahead Chief Economist & Head, OCBC Group

Research

e Singapore’s headline and core inflation accelerated to 1.8% YoY (0.5%
MoM) and 1.7% YoY (0.1% MoM) in March, faster than February’s
readings of 1.2% YoY and 1.4% YoY respectively. These marked the
highest headline and core inflation prints since September and
November 2024 respectively.

e The key drivers of March inflation were private transport, retail &
other goods and services inflation. Notably, private transport inflation
which accelerated from 2.4% YoY in February to 6.6% YoY (highest
since October 2023 when Brent hit US$89 per barrel) in March 2026
was attributable to higher petrol prices.

e Looking ahead, we see the prolonged US-Iran war and the continued
closure of the Strait of Hormuz to trigger energy and petrochemical-
related costs for businesses which could add to the inflationary pass-
throughinto 2Q26 and potentially beyond. We see 2Q26 headline and
core inflation accelerating further to the 2% handle, with private
transport costs, utilities, air travel and likely also food costs amongst
others to feel the spillover effects from the Middle East conflict and
the ensuing supply chain disruptions.
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Highlights:

e Singapore’s headline and core inflation accelerated to 1.8% YoY (0.5% MoM) and
1.7% YoY (0.1% MoM) in March, faster than February’s readings of 1.2% YoY and
1.4% YoY respectively. These marked the highest headline and core inflation prints
since September and November 2024 respectively. The March readings were
mostly close to our forecast of 1.8% YoY each and the Bloomberg consensus
forecast of 1.8% and 1.7% YoY respectively. This brought the 1Q26 headline and
core inflation prints to 1.5% and 1.4% YoY accordingly, which is a significant step
up from the same period a year ago at 1.0% and 0.6% YoY respectively. This
reaffirmed that the recent MAS policy decision to embark on tightening the
SSNEER policy slope in anticipation of inflationary pressures.

e The key drivers of March inflation were private transport, retail & other goods and
services inflation. Notably, private transport inflation which accelerated from 2.4%
YoY in February to 6.6% YoY (highest since October 2023 when Brent hit US$89 per
barrel) in March 2026 was attributable to higher petrol prices. Retail & other goods
inflation was due to an increase of alcohol & tobacco, clothing & footwear prices —
while not directly impacted by the Iran war per se, this could have been due to
supply chain rerouting (avoiding the Middle East due ot higher freight and
insurance costs), excise duty adjustments (from recent tobacco and alcohol duties
transmission) and even potential pre-emptive front-loading by retailers (who have
been forewarned by their suppliers that significant cost hikes are in the pipeline
due to the uncertainties and supply chain disruptions). Services inflation was also
linked to higher point-to-point transport services as well as more costly
telecommunication services. In contrast, accommodation costs roe 0.3% YoY in
March, unchanged from February. Electricity & gas prices fell 4.3% YoY in both
February and March, mainly because the regulated electricity tariff is set on the
average natural gas prices in the first 2.5 months of the preceding quarter, and
hence the recent surge in global energy prices will only be reflected in the
regulated electricity tariff in 2Q26 starting from April. Food inflation was also static
at 1.6% YoY for both February and March.

e Looking ahead, we see the prolonged US-Iran war and the continued closure of the
Strait of Hormuz to trigger energy and petrochemical-related costs for businesses
which could add to the inflationary pass-through into 2Q26 and potentially
beyond. We see 2Q26 headline and core inflation accelerating further to the 2%
handle, with private transport costs, utilities, air travel and likely also food costs
amongst others to feel the spillover effects from the Middle East conflict and the
ensuing supply chain disruptions. MAS warned that imported cost pressures are
tipped to pick up and broaden in the months ahead, as higher energy and other
input costs arising from the Middle East conflict pass through global supply chains.
In addition, production and transport costs for a wide range of imported goods and
services will likely be elevated. The silver lining is that services unit labour costs
could rise at a slower pace this year given the softening in labour demand, whilst
domestic consumer spending could subsequently also moderate amid the rising
economic uncertainty. The latter reference is likely to mitigate the earlier
hawkishness of the MAS inflation report which had pointed to both the energy-
driven cost coupled with some domestic labour market tightness.
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e  We had earlier raised our 2026 headline and core inflation forecasts to 2-3% YoY,
as we assume upside risks to the inflation outlook remain front and center. This is
slightly higher than MAS’ headline and core inflation forecasts of 1.5-2.5% YoY in
2026. Food inflation is likely to escalate with a lag. Singapore imports the bulk of
its food and higher transit times, logistics and freight costs, as well as higher
fertilizer costs, will likely weigh in coming months, albeit our diversified sourcing
strategy from Australia, China, and even Latam such as Peru (for processed poultry
and pork imports) helps. Cooking oil and processed food may be relatively more
vulnerable as palm oil shipments may be directed from food use towards fuel use
if crude oil stay elevated above USS100 per barrel when biodiesel becomes
economical. This is in addition to any impact by higher freight rates, war-risk
insurance premiums and higher logistics costs across the board. In addition,
electricity and gas tariffs are likely to rise in the next review, whereas public
transport fares will adjust with a time lag due to scheduled reviews. From the policy
perspective, there has been a two-pronged response — first the monetary policy
tightening by MAS and also fiscal support for households and businesses. For
households, the $500 CDC Vouchers have been brought forward from January
2027 to June 2026, coupled with an additional $200 Cost-of-Living Special Payment
and up to $570 U-Save rebates for HDB households to offset higher utility bills. For
businesses, they are also getting an increased 50% Corporate Income Tax rebate
with a cap of $40k, an expanded Energy Efficiency Grant to all sectors and a
minimum cash grant of $2k for firms with local employees. Given that MTI is
reviewing its current 2026 growth forecast of 2-4% YoY in May, while the Economic
Strategy Review (ESR) final recommendations due by mid-2026, there may be
more fiscal support measures forthcoming.
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Disclaimers

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other
person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments
mentioned herein or to participate in any particular trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of the
markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading at the time of
publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently verifying its
contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate contained in this report is subject
to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly
or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This re port may cover a wide range of topics and is not
intended to be a comprehensive study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or
treated as a substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any investment product
taking into account your specific investment objectives, financial situation or particular needs before you make a commitment to purchase the investment product. In the
event that you choose not to seek advice from a financial adviser, you should consider whether the investment product mentioned herein is suitable for you. Oversea-
Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC Securities Private Limited (“OSPL”) and their respective related companies,
their respective directors and/or employees (collectively “Related Persons”) may or might have in the future, interests in the investment products or the issuers mentioned
herein. Such interests include effecting transactions in such investment products, and providing broking, investment banking and other financial or securities related services
to such issuers as well as other parties generally. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products.
There may be conflicts of interest between OCBC Bank, BOS, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which
OCBC Bank and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report,
you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained
herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity,
subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to
share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive
(2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID 11”), or any part thereof, as
implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation,
guidance or similar (including, without limitation, MiFID Il, as implemented in any jurisdiction).

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets
or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for delivery
of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this document that do
not relate to the official business of OCBC Bank, BOS, OSPL and their respective connected and associated corporations shall be understood as neither given nor endorsed.
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866 R) (“BOS”) and Oversea-Chinese Banking
Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or consequential)
that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this material, other
than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence.

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you.

For BOS clients in the United Kingdom:

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, a
personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully disclosed
in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more information about
any inducements received, please contact your Relationship Manager.

Cross Border Disclaimer and Disclosures
Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures.
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