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BENIGN INFLATION ENVIRONMENT

PRICES EXPECTED TO STAY STEADY
Analysts say firmer
ringgit, cheaper
petrol under
Budi95 and stable
commodity prices
helping to preserve
purchasing power
AZANIS SHAHILA AMAN
KUALA LUMPUR
bt@nst.com.my

MALAYSIANSareunlike-
ly to face sharp price
increases for the rest of
this year, with inflation

expected to hover near 1.5 per cent,
said economists.

Theysaidafirmerringgit,cheaper
petrolundertheBudiMadaniRON95
(Budi95)programmeandstableglob-
al commodity prices are helping to
steady consumer costs and preserve
purchasing power.

Economists from five research
housesunanimouslyagreedthatthe
country’spriceenvironmentremains
benign,cushioninghouseholdsfrom
the effects of subsidy rationalisation
andmodest tariff adjustments.

MILD INFLATION PICK-UP
Headline inflation edged up 1.5 per
centyear-on-yearinSeptemberfrom
1.3 per cent in August, the highest
reading since February. Core infla-
tion,whichexcludesvolatilefoodand
energycomponents,alsoroseslightly
to 2.1 per cent from2.0 per cent.

Despite this, Hong Leong Invest-
ment Bank Bhd (HLIB Research)
economistFeliciaLingsaidupstream
cost pressures remained subdued,
with the Producer Price Index con-
tracting 2.8 per cent year-on-year in
August.

This means that while consumer
prices rose slightly, producer costs
continued to decline, suggesting
overall inflation remained under
control.

“Ontheexternalfront,globalcom-
modityprices have remained stable,
with Brent crude below US$65 per
barrel since Oct 10,” Ling said in a
note.

“The appreciation of the ringgit
and lower retail petrol prices under
the Budi95 initiative further con-
tributed to a benign inflation envi-
ronment.”

HLIB Research has maintained
its 2025 Consumer Price Index (CPI)
growth forecast at 1.5 per cent.

PRICE PRESSURES CONTAINED
Maybank Investment Bank Bhd
(Maybank IB) economistsAzrilRosli
and Suhaimi Ilias said September’s

With inflation risks remaining subdued,
monetarypolicy retains roomfor

manoeuvre going into2026.Thiswill allow
potential easing shouldnon-electrical and
electronics exports continue toweakenand
externaldemanddeteriorate further.
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uptick was largely driven by price
increases in certain categories.

These includedpersonalcareand
miscellaneousgoods,which rose4.8
per cent year-on-year, food and bev-
erage (up 2.1 per cent) and transport
(up0.7 per cent).

Themildincreasefollowedaseries
of policy changes, such as the mini-
mumwagehike, the expandedSales
and Service Tax (SST) and Tenaga
Nasional Bhd’s tariff review in July.

“Inflationremainedmuteddespite
these structural adjustments. The
subsequent exemptions and higher
SST registration thresholds helped
contain price pressures,” they said.

Maybank IB projects inflation to
average 1.5 per cent this year and
2.0 per cent in 2026, with modest
risks from pending reviews of fuel,
water tariffs, labourcostsandexcise
duties.

WHAT LIES AHEAD
Taking a more conservative view,
Public Investment Bank Bhd econo-
mist Sabrina Edora said mild cost
pressuresinthefourthquartercould
nudge inflationhigher.

Even so, she said policy buffers

such as the automatic fuel adjust-
mentmechanismandBudi95would
keepprice hikes in check.

“Given the wide coverage of the
subsidy and the resulting drop in
effective pump prices, we antici-
pate limited pass-through to overall
inflation,barringanysignificantcost
spillovers in the logistics sector,” she
said.

Edoraexpects inflation in2026 to
remainwithintheFinanceMinistry’s
projected 1.3 to 2.0 per cent, leaning
towards the upper end.

SPILLOVERS
CGS International economists Mas

Aida Che Mansor and Nazmi Idrus
expect water supply inflation to
remain elevated over the next 11
months.

Price pressures could also arise
from personal items such as jewel-
lery,reflectinghigherpreciousmetal
prices thatmaybecaptured inOcto-
ber’s inflationdata.

“Whilewebelieve theRON95 fuel
price adjustment at end-September
willexertminimalpricepressure,we
remaincautiousofpotentialspillover
effects on other CPI components in
October,” they said.

With the base effect in play and
gold prices trending higher, CGS

InternationalexpectstheCPItopeak
in January 2026.

The firm maintained its CPI fore-
casts of 1.6 per cent for 2025 and 2.0
per cent for 2026.

STABLE OUTLOOK
Overall, CIMB Securities Sdn Bhd
researchheadMichelleChiaandsen-
ior economist Azri Azhar said price
pressures remain contained on the
supply anddemand side.

Theysaidstablepricemovements
following subsidy rationalisation
indicate limited inflationary pres-
sure, while labour market tightness
points to mild but manageable cost
growth.

Theresearchhouseexpectshead-
lineinflationtoaverage1.5percentin
2025 and 2.0 per cent in 2026, with
the Overnight Policy Rate likely to
stay at 2.75 per cent by year end.

“With inflation risks remaining
subdued, monetary policy retains
room for manoeuvre going into
2026. This will allow potential eas-
ing should non-electrical and elec-
tronics exports continue to weaken
and external demand deteriorate
further,” it said.
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