CPI update: high commodity prices keep CPI inflation elevated
near the target’s upper limit, despite January’s easing to 5.7% y/y
Wednesday 16 February 2022

Figure 1: SA Consumer Inflation: history and Forecasts
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January saw CPI inflation at 5.7 y/y (0.2% m/m), from 5.9% y/y in December, with a small fuel price
cut counterbalancing some of the upwards price pressures coming from surveyed building insurance
premiums, financial services and personal care price increases, and higher food prices.
Food prices have been subject to increased production costs and pushed higher by elevated
commodity prices globally. International agricultural food and non-food prices also been impacted by
supply chain constraints and strong demand. Domestic production has seen mainly imported fertilizer,
herbicides and insecticides prices rise by over 50% in the 2021/22 planting season (Agbiz).
This has made crop losses from flood damage very costly, while the La Nina weather phenomenon
has seen some areas become too wet to replant at all. In turn, this has pushed up animal feed prices
for grain and soybean, although pastures have seen substantial benefits for grazing.
Globally supply has battled to keep up with demand for fertilizer, chemical prices have risen sharply
as have energy costs for transporting goods, and Agbiz also warns “the winter crop producers of South
Africa could experience higher input costs as was the case for the 2021/22 summer crop planting
season. Such conditions would overshadow the profits of the 2021/22 large crop”.
Oil prices at over US$90/bbl are not expected to subside in the immediate term, higher than a month
ago when they were closer to US$85/bbl (in January), and US$73/bbl in December with this having
been only a temporary moderation in the upwards fuel price climb over most of 2021.
January’s petrol price easing was largely reversed in February, and a further price hike of up to
R1.20/litre is currently seen for March, although government does use the slate levy to absorb sudden
fuel price changes as well, and this particularly occurred in February when the under recovery was
running well above R1.00/litre, and at times closer to R2.00/lite but goverenmt did not pass it through.
Core CPI inflation, which excludes food and non-alcoholic beverages, fuel and energy prices from the
CPI), came out at a very subdued 3.5%, reflecting the heavy commodities impact on SA prices.
Figure 2: Contribution of different groups to the monthly change, m/m in the CPI
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Figure 3: Oil price: Rand vs USD
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Indeed, goods’ price inflation came out at 8.1% y/y in January (December 8.5% y/y), while services’
price inflation was at a moderate 3.4% y/y, similar to core inflation in SA, as the key drivers for changing
price pressures remained food and energy costs.
Semi- and non-durable goods did see inflation rates ease slightly in January, to 1.8% and 9.8%
respectively (from 2.0% y/y and 10.5% y/y in December), with clothing and footwear price inflation (a
key component of semi-durables) easing to 1.5% y/y from 1.7% y/y in December.
Food price inflation has started rising again, at 5.7% y/y in January, up from 5.5% y/y in December,
and excluding non-alcoholic beverages is at 6.2% y/y, up from 5.9% y/y in December. Alcoholic
beverages and tobacco saw a small price inflation dip in January, but February’s budget will see this
sin tax category experience a marked price lift as usual.
Excluding state administered prices, January’s CPI inflation figure was 4.1% y/y, and it does exclude
the state administered petrol price, but also electricity costs, which remained hefty in January, at 14.2%
y/y, up from 14.0% y/y in January and around 6.0% y/y in the first half of the year.
Insurance costs rose to 5.4% y/y from 5.0% y/y, and financial services inflation to 5.7% y/y from 4.7%
y/y, adding to some start of year upwards price pressure. The slate levy is used to smooth the fuel
price, and the petrol price increase in March may be around 60c/litre again, even though the under
recovery is much bigger, but government is likely again not to pass it all through.

Figure 4: CPI: Actual rentals vs Owners’ equivalent rent price inflation
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Figure 5: SA CPI: Food vs processed and unprocessed price inflation
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Figure 6: South African CPI inflation excl. food, petrol, administered prices
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Figure 7: International food price inflation
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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 this report should contact a US registered broker dealer.
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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in this report. Investec Bank plc (Irish Branch) is authorised by the Prudential Regulation Authority in the United Kingdom and is regulated
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
No. 342737 only to ‘Wholesale Clients’ as defined by S761G of the Corporations Act 2001.
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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

5
Annabel Bishop • Investec Bank Limited • email: ambishop@investec.co.za • (27+)11 286 7188

