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December inflation accelerates on fuel prices  
 
 
 
 

Eight-month high 
Headline consumer inflation picked up to 4.4% Y/Y in December after 
rising to 2.8% in November. The sharp increase was due primarily to the 
upsurge in world fuel prices that was reflected in domestic retail prices. As 
a result, inflation in fuel, light and water shot up to 7.6% having come from 
deflation of 1.1% the previous month. The increase in services inflation to 
3.5% from 0.2% was due to the same cause. As for food inflation, which 
had been responsible for headline inflation accelerating in recent months, 
it rose to 5.2% from 4.8%. Other details are seen in Figure 1. 
 
Higher global fuel prices, end of domestic price freeze cause surge 
Prices of various kinds of fuel were adjusted in response to rising world 
prices, including gasoline, diesel, kerosene and LPG. Kerosene and LPG 
are components of the fuel, light and water index while gasoline and diesel 
form part of the services index. In addition to higher world fuel prices, 
domestic prices were jacked up after lifting of a temporary price freeze 
imposed in response to several strong typhoons in September and 
October. Consequently, the two sub-indexes contributed bulk of the 
increase in headline inflation between November and December.  
 
Better supply flattening out food inflation 
Food inflation in comparison has started to flatten out, as illustrated in 
Figure 2. The increase in December to 5.2% from 4.8% in November is 
less than that from October to November. This is largely because damage 
to food supplies and supply chains from the strong typhoons in September 
and October is now being mitigated. It is especially visible in slowing 
inflation for fruits and vegetables, and to a lesser extent, rice, two items 
that contributed much to rising inflation in October and November.  
 
2010 inflation, interest rates will increase 
Different from last year’s general trend of declining inflation, we expect 
inflation this year will accelerate. The drivers will be higher commodity 
prices as a result of a firmer global economic recovery and stronger 
domestic demand. However, we expect these inflationary pressures to be 
tempered by excess domestic capacity due to weak economic growth in 
2009 and peso appreciation. From an average headline inflation rate of 
3.3% in 2009, we expect inflation to increase to 4.2% this year. Higher 
inflation means the next move for the central bank is a tightening of 
monetary policy. But it is expected to be gradual and take place in 2H, 
when there are more signs the economy is strengthening. We believe the 
policy rate will increase 75 bps to 4.75% by yearend. 
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Figure 1.  Higher fuel prices drive up December inflation 
 

  %Y/Y (2000=100) not seasonally adjusted 
  4Q08 2008 1Q09 2Q09 3Q09 4Q09 Oct-09 Nov-09 Dec-09 2009 

Weight 
(%) 

Headline inflation 9.7 9.3 6.9 3.2 0.3 3.0 1.6 2.8 4.4 3.3 100.0 
Food, beverage & tobacco 13.8 12.9 11.9 5.6 1.9 4.6 3.7 4.8 5.2 5.9 50.0 
Clothing 5.0 4.2 3.5 2.6 2.2 2.0 2.0 2.1 2.0 2.6 3.0 
Housing & repairs 5.3 4.3 4.1 3.0 2.2 2.1 2.1 2.1 2.1 2.8 16.8 
Fuel, light & water 5.4 6.5 -2.4 -4.2 -4.5 0.8 -3.6 -1.1 7.6 -2.6 6.9 
Services 7.4 8.6 2.5 0.3 -3.7 0.5 -2.2 0.2 3.5 -0.2 15.9 
Miscellaneous 3.8 3.0 3.3 2.9 2.3 1.9 2.0 1.9 1.8 2.6 7.5 
                        
Core inflation 7.7 6.2 6.3 4.4 3.1 2.9 2.7 2.7 3.2 4.1   
 

Sources: National Statistics Office, CEIC and Kim Eng Securities 

 
 
 
 
 
 

Figure 2.  Food inflation flattening out 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES 
AND 

DISCLAIMERS 
 
This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Pte. Ltd. 
("KER") or a related entity to KER (as the case may be) who are institutional investors (for the purposes of both the 
Singapore Securities and Futures Act (“SFA”) and the Singapore Financial Advisers Act (“FAA”)) and who are allowed 
access thereto (each an "Authorised Person") and is subject to the terms and disclaimers below.  
 
IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND 
DISCLAIMERS SET OUT BELOW, YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR 
ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO RECEIVE SUCH REPORTS. 
 
This report provides information and opinions as reference resource only. This report is not intended to be and does not 
constitute financial advice, investment advice, trading advice or any other advice. It is not to be construed as a 
solicitation or an offer to buy or sell any securities or related financial products. The information and commentaries are 
also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.  
 
The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons 
who receive it.  The securities discussed in this report may not be suitable for all investors.  Readers should not rely on 
any of the information herein as authoritative or substitute for the exercise of their own skill and judgment in making any 
investment or other decision. Readers should independently evaluate particular investments and strategies, and are 
encouraged to seek the advice of a financial adviser before making any investment or entering into any transaction in 
relation to the securities mentioned in this report.  The appropriateness of any particular investment or strategy whether 
opined on or referred to in this report or otherwise will depend on an investor’s individual circumstances and objectives 
and should be confirmed by such investor with his advisers independently before adoption or implementation (either as 
is or varied). You agree that any and all use of this report which you make, is solely at your own risk and without any 
recourse whatsoever to KER, its related and affiliate companies and/or their employees. You understand that you are 
using this report AT YOUR OWN RISK. 
 
This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim 
Eng affiliated entity/entities operating and carrying on business as a securities dealer or financial adviser in that 
jurisdiction (collectively or individually, as the context requires, "Kim Eng") which has, vis-à-vis a relevant Authorised 
Person, approved of, and is solely responsible in that jurisdiction for, the contents of this publication in that 
jurisdiction. 
 
Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of 
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this 
report.  Derivatives may be issued by Kim Eng its related companies or associated/affiliated persons. 
 
Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies 
mentioned in this report. These businesses include market making and specialized trading, risk arbitrage and other 
proprietary trading, fund management, investment services and corporate finance.  
 
Except with respect the disclosures of interest made above, this report is based on public information.  Kim Eng makes 
reasonable effort to use reliable, comprehensive information, but we make no representation that it is accurate or 
complete. The reader should also note that unless otherwise stated, none of Kim Eng or any third-party data providers 
make ANY warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data 
they provide and shall not have liability for any damages of any kind relating to such data.   
 
Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, 
photographs, graphics, text, images, logos, icons, typefaces, and/or other material (collectively “Content”) protected by 
copyrights, trademarks, or other proprietary rights, and that these rights are valid and protected in all forms, media, and 
technologies existing now or hereinafter developed. The Content is the property of Kim Eng or that of third party 
providers of content or licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on 
this report is the exclusive property of Kim Eng and is protected by Singapore and international copyright laws. The 
reader may not copy, modify, remove, delete, augment, add to, publish, transmit, participate in the transfer, license or 
sale of, create derivative works from, or in any way exploit any of the Content, in whole or in part, except as specifically 
permitted herein. If no specific restrictions are stated, the reader may make one copy of select portions of the Content, 
provided that the copy is made only for personal, information, and non-commercial use and that the reader does not alter 
or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright notices, 
trademark legends, or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by 
the fair dealing privilege under copyright laws, the reader may not reproduce, or distribute in any way any Content 
without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any authorised/permitted 
distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any 
way represent an endorsement of the contents permitted or authorised to be distributed to third parties. 
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Additional information on mentioned securities is available on request. 
 
Jurisdiction Specific Additional Disclaimers: 
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Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications 
may apply if the reader is receiving or accessing this report in or from other than Singapore. 
 
As of 5 January 2010, Kim Eng Research Pte Ltd and the covering analyst do not have any interest in the said 
company/companies. 
 
Analyst Certification: 
 
The views expressed in this research report accurately reflect the analyst's personal views about any and all of the 
subject securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed in the report. 
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