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Warning signs
of deflation are
growing stronger

Excess global supply
is depressing prices
and the glutis not
likely to atrophy

Gary Shilling

tations shows a jump from 2.4 per
cent to 3 per cent for both one and

After nosediving from March
through May as lockdowns devas-
{ated US househald spending; con-
sumer prices rebounded in the fol-
lowing four months.

Some fear this is the start of a
resurgence of inflation. The Fed-
eral Reserve Bank of New York's

If you think serious inflation is
coming, you do not believe in the
fundamental power of excess
global supply to depress prices.

With globalisation, Western tech-
nology is combined with cheap
Asianlabour to produce avastarray

of goods and, increasingly, services.
ut
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After health-scare grief,

huge healthcare

relief

With health insurance covering his hefty
medical fees, Mr Madanlal Aitabir was able
to focus on making a remarkable recovery —
walking again after two years of paralysis

By JEREMY THESEIRA

rom suffering a stroke, becoming para-
lysed and then having his business shut-
tered due to the Covid-19 pandemic, pro-
fessional tattoo artist Madanlal Aitabir’s
last six years have been an inspiring journey
from adversity to hope.

“Itjust happened,” says the 58-year-old of the
stroke he suffered in 2014. He recalls feeling a
weakness in his legs and hearing his son, then
16, frantically calling for an ambulance before
blacking out that fateful Saturday mnmmg

youngest son, 22, in a rental Housing Board flat
in Woodlands.

Calamity struck again this year. He was forced
to shutter his tattoo studio in Yishun following
the Covid-19 circuit breaker measures imple-
mented on April 7.

It pays to be prepared

Thankfully, over the last six months, Mr Aitabir
has been able to rely on his savings and stay
afloat by continuing his tattoo business from
home after the circuit breaker measures were
lifted on [une

When he regaine 00
Teck Puat Hospial, he could not foel s legs

He had suffered a stroke. Doctors apera(ed on
him for six hours after

plans,specibeally m(egm(ed shield plans (1ps),
which covered the total cost of his estimated
five-figure medical and

pressing on the nerves of his lower back I)er
spite the successful removal of the growth, it left
i paralysed from the waist down.

as the worst news I ever heard in my life.
Tve never felt so useless” says Mr Aitabir, who
broke down when he received the news.

He spent the next nine months in recovery be-
fore being admitted to an SPD rehabilitation cen-
tre. SPD, previously known as the Society for
Physclly Disble. s local charity thatprovides
services to support persons with disabiliti

“Even with two years of rehabiltarion, they
told me my chances of walking again were s|

But the father of three refused to be defeated.
After 10 gruelling months of rehabilitation, he
regained the ability to walk again.

He explains that the thought of being a bur-
den to his three children motivated him to get
back on his feet. “They are grown up and have
their own problems to deal with. I wanted to be
independent”

His elder son, 29, and daughter, 24, are mar-
ried and have their own homes. Mr Aitabir and
his wife divorced in 2016. He now lives with his

Throughout the entire ordeal, Mr Aitabir
shares that he was not required to pay for any-
thing with his own mon

“If not for insurance, I would still be drowning
in debt trying to pay offall the medical bills”

While he doesn't remember the specifics, Mr
Aitabir shares that his ex-wie bought supple-
mentary private health insurance for him a few
years before his stroke.

“When I was able-bodied, I didn't know how
important insurance was. Now I've realised the
value of it

In addition to hospitalisation insurance, Mr
Aitabir could also have benefited from other
forms of health insurance covera

He would, for example, have received a lump
sum payout if covered under critical illness in-
surance, which covers stroke.

Mr Aitabir’s rehabilitation costs could have
been covered by disability insurance as well. He

would have received a monthly benefit to sup-
plement his loss of income.

jeremyt@sph.com.sg

a fraction of what they produce.
China’s consumer spending is just
39 per cent of gross domestic prod-
uct, compared with 68 per cent in
the US, resulting in a saving glut

With globalisation,
Western technologyis
combined with cheap Asian
labour to produce avast

This glut is unlikely to atrophy
even if the United States-China
trade war intensifies. Western and
even Asian companies such as Sam-
sung, Hasbro, Apple and Nintendo
roduction from China
(a Vlemam Pakistan and other

Asian countries that have even
lower costs and are out of the trade
war'sline of fire.

Itis no surprise that the Federal

Reserve, with all its power, has not
been bl to push the inlaion fae
muupercenuarguanduad mit-

ting so by sa will allow infla-
tion toovershoot s target for ape-
riod of time before tightening mon-
etary policy.

To be sure, the Fed is not alone
among central banks in failing to
Sparkinfiation toanaceepiablelevel

n a micro level, the pandemic
has shown the power of supply and
demand to determine prices. With
‘many still house-bound, the cost of
food at home last month was up 4.1
per cent from a year earlier, but at

g

array of
increasingly, services. But
Asian consumers purchase
onlyafraction of what they
produce. China's consumer
spendingis just 39 per cent
of gross domestic product,
compared with 68 per cent
inthe US, resultingina
saving glut thatis highly
deflationary.

I

(left) was confined
to a wheelchair for
two years before

regaining the
ability to walk.
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Enhanced coverage m—

Priate e P e an adcon to MedSga i (medheifesg) s

puisory basic healih nsurance i that

Singapoteans and permanen resen

Hospital/ward
class entitlement

Annual claim limits$100,000
Pre- and post-
hospitalisation
charges

Premiums

Class B2/C wards
in public hospitals

Not covered

nearly deserted schools and work-
places, food costs fell 3.4 per cent,
according to the Bureau of Labour
Statistics.

‘The differences in inflation be-
tween stay-at-home and out-and-
about spending were widespread.
‘The consumer costs of recreational
books rose 4.1 per cent last month
froma year earlier. Cable and satel-
lite TV fees rose 5 per cent, newspa-
pers cost 5.6 per cent more, medi-
cal care was up 4.2 per cent, clean-
ing products prices climbed 4.5 per
cent and bicycle prices jumped 1.3
percent.

Prices of things consumed away
from home plunged, with airline
fees dropping 25 per cent, men's
suit jackets and coat prices declin-
1g18.7 per cent and women’s dress
prices tumbling 16.8 per cent, hotel
room rates falling 15 per cent and
city transportation costs cratering
16 Spercent

upplyand demand forces: arealso
revenedn slumping energy pi
With people staying at Tore and
notdriving, commuting or flying, de-
mand for crude oil has slumped.

West Texas Intermediate prices
have fallen from US$58 per barrel
at the beginning of the year toa re-
cent US$41 even though US frack-
ers and conventional oil producers
have cut output from 12 million b
relsperday to 11 million.

that is after the earlier drop
fromUSS$67 perbarrelin early Octo-
ber2018.
onsumer Price Index (CPI)
overstates inflation in a number of
ways, including ts accounting for
housing. The statistics assume that
home owners rent their abodes
from themselves, paying market
rental rates.
is owner’s equivalent rent com-
ponent is large, 24 per cent of the
CP1,and has risen rapidly in recent
years as rental costs jumped along
with robust demand.

Owner’s equivalent rent was up
2.5 per cent last month from a year
earlier, but if you stripped that out,
CPI edged up just 0.8 per cent in”
stead of the reported 14 per cent.

1 doubt that many home owners
consider rent paid to themselves as
partoftheircastofving

sident Donal d’l‘rump execu-
tive order to reduce preseriprion
drug costs for Medicare recipients
to what pharmaceutical companies
charge in other countries is highly
deflationary. In the past, Ameri-
cans have essenually pald (he cost
of developing n n for
eign govemmen(< huy o, closer
tomarginal costs.

Speciality branded drug costs in
theUSare up 62 per cent since Janu-

ary 2014, compared with the 10 per
centriseinoverall CPI.

At the same time, generic drug
costs for Americans have dropped

Integrated Shield Plans*

Class A/Bl wards in public
hospitals and private hospitals.

$150,000-$1500,000

Covers expenses incurred

Payable by MediSave™*

1Based o e Easterns GREAT Supreciath P Geat Ester s neof seven priate

st e odSav aor

37per cent.
branded pharmaceutical prices, to-
tal drugs, 15 per cent of the CPL are
up14 per cent since January 2014.

Price spikes due to the emerging
Covid-19 crisis in the spring are be-
ing retraced as production and sup-
ply chains adjust. Slaughterhouse
closings due to infected plant work-
ers failed tostop animals from grow-
ing and adding weight. So now
chicken wings and prime rib are
abundant and cheaper than before
thepandemic.

s contraction of
covd 9 has brought home the per-
sistence of the pandemicand the de-
flation-spawning weak economic

rowth thatli

“ediSav
based on age.

To cushion potential income loss and cover long-term care costs, selected private
s for

insurers such as Great

stern are now rol

lling out supplementary plan:

CareShield Life careshielditegovsg) — a compulsory long-term care insurance

Scheme that the Govern

ment launched on Oct

benefits such

So does the deteriorating house-
hold income and employment pic-
ture. Personal income dropped 2.7
per cent in August as the extra un-
employmentnsurance benefitsex-

Pilleprpbt i pemovm pie ity
fiving (ADLS) and additional monthly payouts

CareShield Life

Monthly benefit  $600

Criteria

Premiums

Inability to perform at
least three ADLs™

Supplementary Plans"

tion, Washington is yet to pump,
more money into households.

‘Although the unemployment rate
fell to 7.9 per cent last month from
8.4 per cent in August, that was.
mainly due to temporary layoffs

$300-$5000%

Inability to perform at
least two ADLs

Payable by MediSave "

“Based on Grat Eastern's GREAT CareShiel coverage plans.

~i adeiton to CareShild Life mort

bereit

AL r e as wshing ressing (e, gong o e (ol walkigor mowng

araund,

and geting fom the bed

o3 char or vice vers:

calendar year per person nsured.

Prepare for the

A piece of advice

explains why you sh

Great Eastern financial representative Johnny Tan (left)
ould consider extra coverage on  we are still expo:
tions and should plan ahead for it.

Insurance coverage for areas such as long-term care,
loss of income, critcal illness and personal accident will

top of MediShield and CareShield Life.

I'm already covered under compulsory health
i h the What

tion and related treatments. Even with a safe lifestyle,

sed to sudden unforeseeable situa-

more do | need?

These schemes provide the insured with basic hos-

pitalisation and disabil
price, fully paid for by MediSave.

ity coverage at an affordable

PHOTO: GREAT EASTERN

severe disability, or loss of income caused by an unex-
ident or like stroke.

inth ofillness,

1lead a safe lifestyle. Are it

plans adequate?

Certainly not. Shield plans mainly cover hospitalisa-

As a young and healthy individual, | don't see
a need for health insurance at the moment
and would rather invest my mon

Growing our wealth is always more attractive than
buying health insurance. It is human nature never to
think of ourselves in il health.

but

unexpected with
supplementary
health coverage.

Terms and conditions
pply. Protected up
to'specified limits by
Singapore Deposit

y
shield we

we can buy

you purchase health insurance while you are young and

ersabandoned hopes fora quickre-

Walt Disney is axing 28,000
theme park workers who previ-
ously were on temporary furlough,

Airlines are terminating 32,000. In
April, 88 per cent of those who lost
jobsreported their layoffs were tem-
porary, but only 51 per cent thought
so last month, according to the
Labour Department.

‘Those reporting permanent job
lossesjumped rom two million in
Aprilto3 8 millionlastmonth

‘As the pandemic-sired recession
persists o next year, even lower
inflation, if not lation, looms.
That would be accampamed by
ever uwexyieldsonUSTreasuryse-
curities.

Commodity prices, not just crude
oil, would fall. Online retailers
would continue to benefit from
stay-at-home consumers but the
pressure on shopping malls would
intensify. Many more heavily lever-
aged retailers and others with huge
debt service would fold. BLOOMBERG

© Thewriteris the author of The Age:
Of Deleveraging:Investment
Strategies For A Decade Of Slow
Growth And Deflation.



