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Singapore's headline and core CPI rose A
Iess than expected in May Chief Economist & Head, OCBC Group

Research

e May headline and core inflation printed softer-than-expected at 1.8%
and 1.4% YoY respectively, holding steady for the 3™ and 2™
consecutive month. They came in below our forecast of 1.9% and
1.5% YoY, and also below the Bloomberg market consensus forecasts
of 2.0% and 1.6% YoY respectively.

e Core inflation appeared to have peaked at 1.7% YoY (unchanged
MoM) in March 2026 after climbing for most of 2025 and
1Q26. Higher food and retail & other goods inflation was mostly
offset by lower services inflation. MAS noted that despite the recent
easing in global energy prices, as US-lran MOU and ongoing
negotiations prompted a pullback in crude oil price, they remain
elevated relative to 2025 levels. As higher energy costs pass through
global supply chains with a time lag, production and transport costs
for a wider range of Singapore’s imported goods and services will still
see higher prices over time.

e MAS-MTI kept their 2026 headline and core CPI forecasts unchanged
at 1.5-2.5% YoY, citing that the inflation outlook risks remain tilted to
the upside at this juncture. While there is no urgency for MAS to
tighten monetary policy at the upcoming July MPS per se if the core
inflation trajectory eases into 1H27, it is also premature to fully
discount a tightening move in 2H26 at this juncture. SSNEER is now
trading ~1.6% on the stronger side of its parity band, likely reflecting
easing core inflation concerns.
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Highlights:

e May headline and core inflation printed softer-than-expected at 1.8% and 1.4%
YoY respectively, holding steady for the 3™ and 2" consecutive month. They came
in below our forecast of 1.9% and 1.5% YoY, and also below the Bloomberg market
consensus forecasts of 2.0% and 1.6% YoY respectively. Higher private transport
(8.6% YoY) and accommodation (0.5% YoY) inflation, coupled with food and retail
& other goods inflation (1.6% YoY), was mostly offset by lower services inflation
(1.3% YoY versus 1.5% in April). Appliances for personal care and information &
communication equipment rose at a faster pace in May, while housing rent also
rose faster. Both non-cooked food and food services also picked up pace, pushing
food inflation from 1.6% in April to 1.8% YoY in May.

o  With the headline CPI at 1.8% YoY, this is still the highest since September 2024
(1.9% YoY), reflecting that elevated global energy prices due to the US-Iran war is
still contributing to transport costs (7.4% from 7.0% YoY previously). Meanwhile,
food inflation accelerated to 1.8% YoY in May, up from 1.6% YoY for the February
— April period. Healthcare costs also held at 3.1% YoY for the second straight
month even though this is below the 4+% YoY handle for 1Q26. Conversely,
communication costs continued to contract for the second consecutive month by
2.9% YoY, attributable to a steeper drop in telecommunication services prices.
Electricity & gas inflation were unchanged at -3.0% YoY in May, similar to April,
mainly due to the regulated quarterly electricity tariff being pegged to the average
natural gas prices in the first 2.5 month of the preceding quarter, but necessitates
that the higher global energy prices from April to mid-June will hit the regulated
electricity tariff from July onwards. EMA had already warned that most households
can expect a significant jump in electricity tariffs from 3Q26 from the current 29.72
cents per kilowatt-hour (kwWh) after factoring in GST, as well as further and
potentially sharper hike in town gas tariffs later this year. Conversely, the second
disbursement of U-Save rebates in 2026 will see eligible households receiving up
to $190 in rebates in July to defray utility bills. Compared to April, headline
inflation rose 0.7% MoM in May, reversing the 0.3% decline MoM seen in April.
The items seeing the biggest sequential uptick were housing & utilities (2.4%
MoM), followed by healthcare (0.5% MoM) and transport (0.3% MoM), whereas
communications costs fell 1.5% MoM for two straight months.

e Core inflation appeared to have peaked at 1.7% YoY (unchanged MoM) in March
2026 after climbing for most of 2025 and 1Q26. Higher food and retail & other
goods inflation was mostly offset by lower services inflation. MAS noted that
despite the recent easing in global energy prices, as US-Iran MOU and ongoing
negotiations prompted a pullback in crude oil price, they remain elevated relative
to 2025 levels. As higher energy costs pass through global supply chains with a time
lag, production and transport costs for a wider range of Singapore’s imported
goods and services will still see higher prices over time. The silver lining is that
domestic cost pressures are tapering off — services unit labour costs are likely to
rise at a slower pace this year as the nominal manpower wage growth moderates
from last year with the cooling labour market conditions, whilst domestic
consumer spending could also turn more cautious amid the economic uncertainty
and higher price environment. As such, MAS-MTI kept their 2026 headline and core
CPI forecasts unchanged at 1.5-2.5% YoY, citing that the inflation outlook risks
remain tilted to the upside at this juncture. However, the nuancing is also
important — while upside inflation risks lie in a slower-than-expected resumption
in global energy supplies or continued shortages in key intermediate inputs to
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regional supply chains which could impact imported costs, on the downside, a
stronger-than-expected tightening of global financial conditions could trigger a
slowdown in economic activity and moderate inflation as well. The two-sided
inflation risks, albeit the official line is that risks is still tilted to the upside, suggests
that recent events, namely the more hawkish hold for the US Federal Reserve and
the recent decline in global oil prices (with Brent and WTI now hovering around
below the USS80 per barrel handle) matter. While there is no urgency for MAS to
tighten monetary policy at the upcoming July MPS per se if the core inflation
trajectory eases into 1H27, it is also premature to fully discount a tightening move
in 2H26 at this juncture. SSNEER is now trading ~1.6% on the stronger side of its
parity band, likely reflecting easing core inflation concerns.

o Policy efforts to diversify energy sourcing is also underway. EMA had earlier
announced it is looking to US LNG to replace some lost supply from Qatar, in
addition to usual sources like Australia and Africa, even as Singapore GasCo Ptd Ltd
has secured sufficient LNG to last through the year-end. EMA and the ADB have
also renewed a MOU for a further three years to support cross-border energy
infrastructure projects across Southeast Asia including electricity exports to
Singapore, and will focus on renewable energy generation and regional gid
interconnector projects linked to the ASEAN Power Grid initiative.

Chart 1: MAS Core and CPI-All Items Inflation
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Chart 2: % Point Contribution to Year-on-year CPI-All ltems Inflation
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* Private transport and accommodation are excluded from the MAS Core Inflation measure.
Source: MAS, MTI estimates
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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.

Co.Reg.no.: 193200032W

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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