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Figure 1: SA Consumer Inflation: history and forecasts
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= CPI inflation rose to 3.2% yly in March from 2.9% yly in February, marginally below consensus expectations
(Bloomberg) of 3.3% yly.

= Inflation within the transport component of the CPI basket lifted notably in March, contributing to the higher
headline CPI outcome. Specifically, transport inflation increased to 3.8% y/y from 1.2% yly in February, adding
0.5% points to the topline result, versus 0.2% points previously.

= Within the transport component, fuel prices rose to 2.3% vyly, following February’s -3.3% yly reading on
substantial fuel price hikes in March, with petrol and diesel increasing by 65c/litre and 56c/litre respectively.

= Food price inflation increased to 5.9% y/y in March, following two consecutive months of declines and owing to
its sizeable weighting in the CPI index, the food and non-alcoholic beverages category thus added 1.0% point to
the headline reading (0.9% previously). Within the food basket, meat price inflation which holds the highest
weighting, remained steady at 6.7% y/y, while grain price inflation rose to 4.9% y/y from a prior 4.6% y/y and
prices of milk, eggs and cheese lifted notably to 7.2% yly from 6.4% yly in February.

= Food price inflation at the consumer level has experienced some upward pressure since the turn of the year on
the acceleration in agricultural prices, with grains in particular rising at rates of above 20.0% y/y since Q4.20.
However, according to Agbiz, from Q2.21, “we could see food price inflation decelerating somewhat,”
accordingly, they maintain their “baseline view for South Africa's consumer food price inflation to average around
5,0% yly in 2021.”

= The effect on headline CPI was partially countered by a smaller contribution from the housing and utilities
component of the CPI basket. Indeed, March is a measurement month for rentals. Inflation in this category has
been muted on the “glut of rental housing and declining affordability”, according to the SARB and fell further in
March. Accordingly, inflation within the housing and utilities category which makes up a marked 24.62% of the
CPI basket declined to 2.2% yly, from 2.6% y/y logged in February and its contribution to the top line CPI reading
receded to 0.5% points (from 0.6%).

= Core inflation (measured by CPI excluding food and non-alcoholic beverages, fuel and energy) remained broadly
unchanged at 2.5% y/y (February 2.6% yly).

Figure 2: Contribution of key groups to the yearly change, y/y in the CPI

Feb, 2021 March 2021
Food and non-alcoholic beverages 0.9 1.0
Transport 0.2 0.5
Miscellaneous goods and services 0.6 0.7
Housing and utilities 0.6 0.5
All items 3.0 2.1

Source: Stats SA

Lara Hodes ¢ Investec Bank Limited ¢ Tel (2711) 286 7257 » email: lara.hodes@investec.co.za ¢
http://www.investec.co.uk/research-and-insights/economy/economic-research.html



mailto:lara.hodes@investec.co.za
http://www.investec.co.uk/research-and-insights/economy/economic-research.html

> Investec
CPIl Update: CPl inflation rose to 3.2% y/y in March from 2.9% y/y previously,
largely on the lift in fuel price inflation
Wednesdaiy 2:‘L A_Qril 2021

e a .

Important Disclaimer — please read
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The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933, and may not
be offered or sold in the United States of America or to US persons unless they have been registered under such Act, or except in
compliance with an exemption from the registration requirements of such Act. US entities that are interested in trading securities listed in
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For readers of this report in South Africa: this report is produced by Investec Bank Limited, an authorised financial services provider and
a member of the JSE Limited.

For readers of this report in United Kingdom and Europe: this report is produced by Investec Bank Plc (“IBP”) and was prepared by the
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by the Central Bank of Ireland for conduct of business rules.

For readers of this report in Australia: this report is issued by Investec Australia Limited, holder of Australian Financial Services License
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For readers of this report in Singapore: this report is produced by IBP and issued and distributed in Singapore through Investec Singapore
Pte. Ltd. (ISPL”), an exempt financial adviser which is regulated by the Monetary Authority of Singapore as a capital markets services
licence holder. This material is intended only for, and may be issued and distributed in Singapore only to, accredited investors and
institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (“SFA”). This material is not intended to be
issued or distributed to any retail or other investors. ISPL may distribute reports produced by its respective foreign entities, affiliates or
other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Singapore
recipients of this document should contact ISPL at the above address in respect of any matters arising from, or in connection with, this
report.

For readers of this report in Canada: this report is issued by IBP, and may only be issued to persons in Canada who are able to be
categorised as a “permitted client” under National Instrument 31-103 Registration Requirements and Exemptions or to any other person
to whom this report may be lawfully directed. This report may not be relied upon by any person other than the intended recipient.

The distribution of this document in other jurisdictions may be prohibited by rules, regulations and/or laws of such jurisdiction. Any failure
to comply with such restrictions may constitute a violation of United States securities laws or the laws of any such other jurisdiction.

This report may have been issued to you by one entity within Investec in the fulfilment of another Investec entity’s agreement to do so. In
doing so, the entity providing the research is in no way acting as agent of the entity with whom you have any such agreement and in no
way is standing as principal or a party to that arrangement.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated,
or disclosed to another party, without the prior written consent of an entity within Investec. Securities referred to in this report may not
be eligible for sale in those jurisdictions where an entity within Investec is not authorised or permitted by local law to do so. In the event
that you contact any representative of Investec in connection with receipt of this report, including any analyst, you should be advised
that this disclaimer applies to any conversation or correspondence that occurs as a result, which is also engaged in by Investec and any
relevant Investec Affiliate solely for the purposes of providing general information only. Any subsequent business you choose to transact
shall be subject to the relevant terms thereof. We may monitor e-mail traffic data and the content of email. Calls may be monitored and
recorded. Investec does not allow the redistribution of this report to non-professional investors or persons outside the jurisdictions
referred to above and Investec cannot be held responsible in any way for third parties who effect such redistribution or recipients thereof.
© 2019

Lara Hodes ¢ Investec Bank Limited * Tel (2711) 286 7257 « email: lara.hodes@investec.co.za *
http://www.investec.co.uk/research-and-insights/economy/economic-research.html



mailto:lara.hodes@investec.co.za
http://www.investec.co.uk/research-and-insights/economy/economic-research.html

