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INSIGHT
In his National Day 
message on Aug 8, 
Prime Minister Lee 
Hsien Loong urged 
Singaporeans to be 
psychologically 
prepared that in 
the next decades, 
the region might 
not be as peaceful 
and stable as it has 
been. Insight asked 
observers for their 
thoughts on how 
Singaporeans can 
brace themselves 
for these 
challenges.

Inflation is also 
expected to remain 
high till the end of 
this year. We asked 
economists how 
this might play out 
for businesses and 
consumers, and 
how Singapore 
can ride out this 
period.

Singaporeans are
taking a greater 

interest  in  in-
ternational af-
fairs — as
they  should  
— b u t
greater inter-
est is not

matched by
greater under-

standing and
that is  particularly  

so  with  regard  to  the  
foremost challenge of our time: 
US-China strategic competition. 

Too many Singaporeans seem 
to have bought into the trope of 
the 21st century being the Asian 
century — “Asia” being a polite 
way to refer to China — just as the 
20th century  was the so-called 
American  century.  This  trope  
and  the  related  idea  tirelessly  
propagated  by  Beijing  and  its  
apologists, that the East is rising 
and the West declining, are dras-
tic and dangerous simplifications 
of a far more complex reality. 

Except  for  a  relatively  short  
and  historically  anomalous  pe-
riod between circa 1989 when the 
Berlin Wall came down and circa 
2008 when the global financial 
crisis broke out, American leader-
ship was never uncontested
through most  of  the 20th cen-
tury, just as China’s leadership is 
being  contested  and  will  con-
tinue to be challenged as the 21st 
century unfolds,  largely  due  to  
Beijing’s mistakes, primarily the 
premature abandonment of
Deng Xiaoping’s  sage approach 
of ‘hiding your light and biding 
your time’. This is dangerous. 

Professor Wang Jisi of Beijing 
University, China’s foremost
scholar of international relations, 
recently felt the need to warn his
compatriots against believing

that America was in absolute de-
cline. The US, he argued, had only 
declined relatively against China 
and  was  still  the  predominant  
power against all others. 

Similarly,  most  Singaporeans  
have  a  poor  understanding  of  
America’s strengths and China’s 
weaknesses and tend to down-
play both. In truth, neither coun-
try is 10 feet tall and both have 
their  own  strengths  and  their  
own weaknesses. All this leads to
distortions  of  judgment,  which  
are a liability at a time when for-
eign policy needs more than ever 
before to be supported by an in-
formed and united public. 

We live in an age where politics 
everywhere is increasingly iden-
tity politics and subject to a vari-
ety of external influences, many 
state-sponsored. The conse-
quence is  often confusion over 
our fundamental national inter-
ests  at  a  time  when  clarity  of  
thought is more than usually cru-
cial. This sorry state of affairs rep-
resents  a  failure  of  our  intelli-
gentsia who have either re-
treated into the ivory tower or am-
plified  the  distortions  due  to  
their own biases or in the cynical 
hope  of  securing  some  advan-
tage. It also represents the failure 
of the political class – both those 
in office and those in opposition 
– to explain the issues clearly and 
courageously.

In  the  final  analysis,  to  deal  
with the more complex external 
environment,  we  must  better  
manage this domestic challenge 
which  is  essentially  a  political  
challenge. If we can meet this do-
mestic political challenge, I have 
no doubt that we can deal with 
the external environment. After 
all, we have dealt with more dan-
gerous and complicated external 
challenges at a time when we had 
far less at our disposal. 

Singapore has never been bet-
ter prepared in material  terms.  
What we need is the intellectual 
clarity  and  courage  to  use  the  
tools at our disposal.

• Mr Bilahari Kausikan, a former 
permanent secretary of the Ministry 
of Foreign Affairs, is director of the
Middle East Institute at the National 
University of Singapore.

Global market  atten-
tion  has  recently  

flip-flopped be-
tween concerns 
about rising in-
flation and
growing reces-
sion signals. 

The start  of  
the Russia-

Ukraine war ex-
acerbated the com-

modity  price  infla-
tion for energy as well as 

key food items like wheat, rein-
forcing  the  need  for  countries  
and industries to diversify relent-
lessly. Meanwhile, global supply 
chain disruptions have not fully 
resolved and  rising  energy and  
food  prices  have  impacted  re-
source security. 

With geopolitical  tensions  on  
the  boil,  there  may  be  little
respite on the inflationary front. 
Will  it  be  deja  vu  of  the  1970s  
stagflationary shock scenario?

Policymakers have pivoted
from an extremely accommoda-
tive  monetary  policy  stance  to  
one that is front-loading aggres-
sive policy withdrawal. 

The US Federal Reserve, which 
was flagging
only two 25 basis 
point  hikes  for  
2022 at the end 
of last year,  has 
hiked the Fed
funds rate  from 
0-0.25  per  cent
to  2.25-2.5  per
cent for the year
to date. The lat-
est Federal Open 
Market Commit-
tee minutes reit-
erated it is “act-
ing with resolve” 
to bring inflation 
to the 2 per cent
target, and is in-
clined to look
through recent
oil price pull-
backs even
though there is a
risk it could
over-tighten  by
more than neces-
sary  to  restore  
price stability.
There is  a  clear  
and present danger of potential 
policy mistakes.

Central bank rhetoric is also on 
shifting sands – inflation was ini-
tially  expected  to  peak  around  
mid-2022,  but  that  timeframe  
has come and gone, without con-
vincing evidence that price pres-
sures are clearly subsiding. Core 
inflation may stay elevated due to 
relatively tight labour market con-
ditions. 

Moreover, prices may tend to 
be somewhat “downward
sticky”, with reductions likely to
lag the pace of upward adjust-
ments  in  the  current  environ-
ment, where there is still some 
short-term revenge spending
and travel  euphoria.  This could 
be a double-edged sword – with 
central bankers fixated not only 
on combating inflation but also 
re-anchoring inflationary expec-
tations. The risk is that aggressive 
policy tightening precipitates the 
next downturn or recession. 

Inflationary expectations do
matter, at least to central banks, 
on the assumption that if they be-
come  volatile,  monetary  policy  
may become less effective.

At this  juncture,  while  short-
term inflation expectation
gauges have tilted higher,
medium-to-longer-term infla-
tion  expectations  generally  re-
main relatively stable.

Domestically,  it  is  still  uncer-
tain if inflation will peak in the 
third or fourth quarter this year 
and how much it will stabilise sub-
sequently. As at June 2022, head-
line and core inflation were run-
ning at multi-year highs of 6.7 per 
cent  and  4.4  per  cent  year  on  
year, respectively. 

Deputy Prime Minister

Lawrence Wong tipped inflation 
to peak in the next two to four 
months. However, he also hinted
that both the extent of easing to-
wards the year end and where it 
would stabilise at remain two big 
uncertainties. There are material 
risks on the horizon, namely US-
China  relations  with  elevated
noise  levels  over  Taiwan  re-
cently, and no end-game to the 
Russia-Ukraine conflict, with im-
plications for manufacturing
nodes and global supply chains.

The US proposal for a Russian 
oil  price  cap,  if  it  materialises  
and depending on the Russian re-
sponse,  could  also  impact  the  
crude oil market at a time when 
Opec+ is warning of significant 
supply constraints.

Singapore’s  tight  local  labour  
market  will  likely  continue  to  
pressure wage growth, even after 
the 7.8 per cent surge in resident 
wages in the first quarter of 2022. 

Total  employment  excluding
foreign domestic workers rose by 
64,400 in the second quarter, the 
fastest in 14 years, mainly due to 
non-resident employment in con-
struction and manufacturing. The 
overall, resident and citizen unem-
ployment rates have fallen. Pend-
ing a faster return of foreign man-
power  in  the  coming  months,  
there may be little respite for man-
power constraints.

Some  additional  factors  may  
also see domestic price pressures 
spilling  over  into  2023.  First,  
there is a 1 percentage point hike 
to  the  goods  and  services  tax  
scheduled for January, the Public 
Transport  Council  is  reviewing  

the  fare  adjust-
ment formula in 
the first  half  of  
next  year,  and  
wages for about 
46,000 retail
sector workers
will rise about 18 
per cent over
the  next  three  
years starting
from Sept 1.

Looking fur-
ther out, green-
flation, or the
sharp rise in the 
price of materi-
als and minerals 
due to increased 
demand for  us-
age  in  the  cre-
ation of renew-
able technolo-
gies for climate  
mitigation,  may  
be another struc-
tural  driver  of
higher inflation.

Singapore 
firms are still

grappling  with  cumulative  cost  
pressures,  supply  chain  bottle-
necks and manpower shortages. 
Also, the external economic envi-
ronment has darkened recently. 
While there has been a $1.5 bil-
lion  package  to  provide  some  
relief for lower-income and vul-
nerable groups, as well as higher 
subsidies for the Progressive
Wage Credit Scheme and an En-
ergy  Efficiency  Grant  for  local  
SMEs,  the  road  ahead  remains  
challenging.

The Monetary Authority of Sin-
gapore (MAS) has tightened mon-
etary policy four times since Octo-
ber last year, and may tighten our 
trade-weighted exchange rate
policy settings again in October if 
core inflation remains buoyant.

MAS had revised upwards the 
2022  headline  and  core  con-
sumer price index (CPI) forecast 
to 5 to 6 per cent and 3 to 4 per 
cent, respectively, but significant 
uncertainties are still attached to
the  2023  inflation  outlook.  My  
view is  that  the  2023 headline  
and core CPI forecast may only 
ease slightly to 4 per cent and 3.5
per cent versus 5.5 per cent and 4 
per cent, respectively, this year.

How can Singapore ride out this
period? There are likely no easy so-
lutions, but looking ahead, the For-
ward Singapore exercise has been 
launched to review and refresh the 
social compact and chart the road 
map for  Singapore  for  the  next  
decade. Fiscal policy is also likely 
to return to the fore if Singapore 
leans some more in the direction 
of more inclusive growth.

• Ms Selena Ling is chief economist 
and head of treasury research at 
OCBC Bank.

We may not have 
understood the 

permanent ex-
istential  vul-
nerabilities 
of Singa-
pore. We
are  a  small  
boat  in  the  

ocean,  in a
small wave we 

will  bob up and 
down. US-China

tensions and the
Ukraine  war  might  seem  far  
away, but we are affected. 

Singaporeans  must  also  re-
alise that we are a price taker. 
This means our policy options 
are very limited. We don’t have 
the luxury of deciding, or saying 
that  we  are  best  friends  with  
one and enemies of another. We 
just have to find a balance every 
now  and  then,  like  a  see-saw.  
That’s a permanent fact of life, 
so we have to be nimble. 

My fear is Singaporeans have 
lost  the  alertness  to  all  this.  
Something sharp could happen 
tomorrow and we may be fin-
ished. The world is such that Sin-
gapore must remain nimble. 

But we cannot take old
mantras, that what has worked 
for us in the past will  work in 
the future, for granted. Our new 
leadership has to craft its own 
future.

Singaporeans in the past
would  talk  about  competition  
from and with the region – all  
that is true, but there are much 
bigger forces at play which have 

the potential to tear us apart. 
How do we prepare for this? 
We just have to be sharp. 
Geopolitical realities and for-

eign policy remain relevant to 
our lives. Singaporeans have to 
understand who we are, where 
we  come  from.  If  we  don’t,  
where  will  we  go?  We  must  
know we are part of South-east 
Asia; our neighbourhood is very 
important  to  us.  If  our  region  
does not prosper, we will suffer, 
so we must hope everyone be-
comes better. 

In  the  bigger  context,  we
must not only understand that 
we are in a region of Malay-Mus-
lims,  but  that  outside  Taiwan,  
Singapore  is  the  largest  Chi-
nese-majority entity.

That is a permanent feature of 
our  lives.  We  cannot  cut  our-
selves  off  from  our  umbilical  
cords. So political leaders have 
to do a better job of not forget-
ting our past. That remains rele-
vant to our future.

Singaporeans have  access  to  
global  events,  but  these  are  
snapshot access.  The issues in 
China,  Taiwan and the US  are  
not snapshots – they are part of 
far bigger forces. It can be com-
plicated to understand. To pass 
around  messages  we  get  via  
WhatsApp,  WeChat  is  foolish  
and  dangerous.  This  is  not
masak-masak  (Malay  for  play-
ing around) – these are serious 
matters.

I  just  returned  from  Central  
Asia – people there are asking 
me: Where will you be 20 years 
from now? 

We have not understood
ourselves,  our  vulnerabilities,  
and how these forces will affect 
our  future.  These  big  issues  
need to be filtered down. There 
is  scope  to  explain  them  to  
people,  until  the  man  in  the  
street understands how these af-
fect them.

• Mr Zulkifli Baharudin is a political
observer and former Nominated MP.

Geopolitical ten-
sions have di-

rectly  hit  most  
states  due  to
the depen-
dence of
South-east 
Asia  and  the  
world  on  im-

ports  of  crude  
oil,  natural  gas  

and even basic ne-
cessities such as rice, 

wheat and eggs. The infla-
tionary pressures caused by global 
conflicts have the effect of impov-
erishing  societies  and,  in  turn,  

putting pressure on national gov-
ernments to deliver basic goods at 
affordable prices to their populace. 
A failure to do so can prove fatal for 
governments, as was evident in Sri
Lanka. 

With rising costs all round, na-
tional  governments,  including  in 
Singapore,  have  to  grapple  with  
proceeding with infrastructure
projects at home as health and se-
curity  issues  become key  priori-
ties. The sum total of basic infra-
structure projects being sacrificed, 
insecure supply chains, rising infla-
tion,  currency  fluctuations  and  
weakening demand have in-

creased  unemployment  and  en-
hanced national public grievances.

The region also continues to suf-
fer  from  uncertainties  from  the  
policies of the United States, which 
in the past was seen as the key secu-
rity provider, leading other powers 
such as China and India to become 
more assertive regionally, partly to 
fill the growing power vacuum. 

The mix of geopolitics with geo-
economics has hit the region dra-
matically as it has not seen such 
prolonged crises for a long time. As 
dependence on external great pow-
ers has become uncertain and un-
tenable,  at  a  time  of  economic  

crunch, governments are also
spending more on defence procure-
ment to enhance national security. 
No state wants to be put under po-
litical and military pressure. 

If  one  adds  the  rise  of  cyber  
threats to the security menu, then 
one can well imagine how much 
pressure security planners are un-
der. At the same time, issues relat-
ing to religious extremism and ter-
rorism, climate change, large-scale 
migration of people and dangers 
posed by diseases will continue to 
affect the security of states in the 
region.

The question is – what to do?
Critically, Singaporeans must un-

derstand that while the going has 
been good for about five decades, 
this peace and prosperity cannot 
be taken for granted. Small states 

such as Singapore are always in a 
precarious position and an existen-
tial threat can emanate from any-
where. It is not that not enough is 
being  done  by  the  authorities;  
rather, it  is the rise of new chal-
lenges and issues as well as chang-
ing geopolitical considerations, in 
part due to the relative weakness of 
the US and rising power of China. 

Political and community leaders 
as well as our educational institu-
tions and media owe it to citizens 
to educate them on what these se-
curity issues mean for Singapore 
and its people. Probably, the best 
education about this can start with 
a conversation over the dinner ta-
ble at home.

As no one owes Singapore a liv-
ing and we cannot depend on oth-
ers  to  provide  our  security,  the  

power of Singapore to survive de-
pends on how much our citizens 
can do, together and with the au-
thorities. 

A key in this regard is the mainte-
nance of social cohesion. We have 
done a great job and this should be
enhanced due to new dangers aris-
ing from transnational  extremist  
groups and the peddling of hate ide-
ology through social media. 

Singapore is not broken – yet, we 
must always assume that there are 
little tsunamis hitting us daily and, 
together as a society, we will over-
come them and remain a  model  
city-state.

• Associate Professor Bilveer Singh is
deputy head of the Department of 
Political Science at the National 
University of Singapore.

Headline inflation in 
Singapore 

breached 6.7 per 
cent  in  June,
and  looks  set  
to continue ris-
ing at least till 
the year  end.  
According  to

Deputy  Prime
Minister 

Lawrence  Wong,
inflation  may  well

settle at a higher rate, es-
pecially since geopolitical  uncer-
tainty, persistent supply chain diffi-
culties and rising costs of the green 
transition do not look to be dissi-
pating any time in the near future.

But we experience inflation in  
different ways. Two headlines this 
month highlight this. A DBS study 
examined  1.2  million  customer
bank balances. It found that two-
fifths  of  the  customers  experi-
enced income gains that failed to 
keep up with inflation. Put another 

way, their real incomes have dimin-
ished since the start of the year.  
For the lowest income group earn-
ing less than $2,500 a month, ex-
penses  have  grown  almost  six  
times faster than their salaries.

In  contrast,  an  HSBC  study
projects that by 2030, 13.4 per cent 
of adults in Singapore will be worth 
more than US$1 million (S$1.39 mil-
lion), a higher proportion than in 
any other economy included in the 
study, and up from 7.5 per cent in 
2021. Whilst Department of Statis-
tics data shows inflation is now af-
fecting high-income households to 
a greater extent – driven by the ris-
ing prices of cars and petrol – these 
are problems of a different magni-
tude than those faced by low-in-
come Singaporeans.

Truth be told, there isn’t such a 
thing as a single rate of inflation 
felt by households. This is because 
overall  prices  always comprise a  
basket of goods and services, and 
the basket consumed by one house-

hold isn’t going to be the same as 
that by another. To paraphrase Tol-
stoy: Every unhappy family is un-
happy about soaring costs in their 
own way.

Unfortunately, lower-income fam-
ilies have felt the effects of inflation 
more  keenly.  Poorer  households  
tend to  spend a greater  share of  
their incomes on items such as food 
and utilities. And as anyone who has 
gone to  the market  or  looked  at  
their electricity bill  lately will tell 
you, price rises in these categories 
have been among the most acute.

But those lucky enough to have 
sufficient savings to invest have (in 
some  cases)  been  able  to  tap  
higher interest rates offered by the 
market to shore up their finances. 
Demand  for  high-end  property  
and the continued economic recov-
ery have helped many investment 
assets  keep  pace  with  inflation.  
Such discrepancies further exacer-
bate the gap between the wealthy 
and the rest.

What about those who have nei-
ther jobs with wages that rise to ac-
commodate higher prices, nor in-
vestments that pay higher rates of 
return? For Singaporeans who sur-
vive on fixed incomes — retirees or 
those reliant on state financial as-
sistance — the erosion of their lim-
ited savings and payouts has been 
even more painful, since they are 
reliant  on  one-off  adjustments,  
such as  slightly  higher  ComCare 
payouts, to cope. And these adjust-
ments quickly fall behind high in-
flation.

What  can  be  done?  Nobody  
needs an economist to tell  them 
that adjusting their spending away 
from things that have increased in 
price the most is the most practical 
way of coping with inflation. But 
this will not help families choose 
between  keeping  their  lights  on  
and putting food on the table. Our 
views  turn,  therefore,  to  policy  
choices.

Top  of  mind  is  the  scheduled  
goods and services tax (GST) in-
crease,  starting  in  2023.  A  GST  
hike with properly enhanced GST 
vouchers could, while contributing 
to headline inflation, nonetheless 

have minimal effect on actual con-
sumption by lower-to-middle-in-
come families, and would provide 
financial  headroom  for  targeted  
government assistance with living 
costs. However, as some have ar-
gued, pressing on with a GST hike 
– at a time where the economy re-
mains fragile, and other potential
sources of revenue are available —
may also be unnecessary. 

While I lean towards a GST in-
crease  being  ultimately  progres-
sive (with strong offsets for low-in-
come consumers), the decision is a 
difficult one. 

Where Central Provident Fund 
(CPF) and retirement adequacy is 
concerned,  if  inflation  is  persis-
tent,  significant  policy  adjust-
ments may be necessary. The Re-
tirement Sum will,  mechanically,  
rise based on inflation in the ex-
pected costs of retirement. But the 
funds will come from workers’ con-
tributions. This will also make no 
difference to the already and near-
retired. 

If the Government has been able 
to skilfully deploy CPF funds and 
our reserves into inflation-beating 
returns,  it  should  consider

whether the CPF interest rate peg 
can be revised to provide CPF ac-
count holders with a guaranteed 
reasonable real rate of return, at 
least on retirement funds, and not 
a nominal rate eroded by inflation.

The Government  has  said  it  is  
closely monitoring the effects of in-
flation and is prepared to introduce 
more support measures. It is also 
sensible that the Government does 
not commit to eliminating all im-
pacts of inflation, as this would pre-
vent the adjustments to behaviour 
necessary  to  cost-effectively  ad-
dress inflation. At the same time, 
this may be cold comfort to the 
low-income and the elderly, who 
are likely to experience a signifi-
cant  decline  in  living  standards  
without more assistance. 

The inflation crisis is an opportu-
nity to further rebalance our tax 
and social policies in favour of be-
ing more progressive, so that those 
with the least among us are pro-
tected the most.

• Dr Walter Theseira is Associate 
Professor of Economics at the 
Singapore University of Social 
Sciences.
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How can Singapore ride 
out this period? There 
are likely no easy 
solutions, but looking 
ahead, the Forward 
Singapore exercise has 
been launched to 
review and refresh the 
social compact and 
chart the road map for 
Singapore for the next 
decade. Fiscal policy is 
also likely to return to 
the fore if Singapore 
leans some more in the 
direction of more 
inclusive growth.
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