
 

  

  

InflaƟon outlook: Q3.24 is expected to see CPI inflaƟon average 4.5% y/y, and 4.1% y/y for 
Q4.24  
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•    The sharp drop in South Africa’s consumer price inflaƟon rate, to 4.6% y/y in the latest 
print (July) from 5.1% y/y in June, underscores the likelihood of CPI inflaƟon averaging 
4.5% y/y for Q3.24, the midpoint of the inflaƟon target range.  

•  August’s inflaƟon outcome (published in September) is due to also come out at 4.6% 
y/y, but unlike July’s figure, it does not have any suppressing staƟsƟcal base effects to 
moderate the outcome, while the petrol price drop was small at -15c/litre.   

•  Both July and August saw the rand strengthen against the US dollar, with August 
experiencing greater appreciaƟon on average, with the domesƟc currency’s strength 
placing downwards pressures on US dollar-based commodiƟes costs, such as fuel. 



•  South Africa’s largest sub-component in the CPI basket, food prices, are heavily 
influenced by the price of agricultural food commodiƟes prices globally (US dollar 
based) as SA’s agricultural goods are priced on import/export parity. 

•  In July, rand appreciaƟon and a -0.7% fall on the month in global food prices occured, 
as grain prices conƟnued to moderate on over supply (see CommodiƟes’ Notes, 14th 
May and 14th June, contact details below), dulling price pressures. 

•  In addiƟon, grains (and oils) prices have fallen on high prices experienced a year ago. 
Higher prices in early 2023, which formed the high base effect, were due to the over 
twelve-month effects of the Russian/Ukraine war (see CPI note 19th June). 

•  PlenƟful supply had served to cut global wheat prices over the last two years (see CPI 
Outlook, 3rd July), along with more recently improved weather condiƟons in key grain 
crop areas globally, although wheat prices have seen some volaƟlity too. 

•  A very substanƟal drop, of -5.3% m/m occurred in the internaƟonal prices of 
agricultural food commodiƟes in August, which together with the strengthening of the 
rand against the USD by 1.4% m/m, will supress food price inflaƟon.  

•  August’s CPI inflaƟon figure is likely to come out close to 4.5% y/y, and is published 
during the MPC’s September meeƟng period, with the MPC widely expected to cut 
interest rates by -25bp on the 19th of September.  
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• August is a medium survey month, with private sector hospital costs of note. 
Municipal charges for water, rates and taxes and electricity are surveyed again aŌer 
July’s figures but are not expected to show significantly different results.   

•  Price pressures on the month are expected overall to be relaƟvely subdued for August, 
given the substanƟal downwards pressure coming through from internaƟonal food 
prices, and some rand strength. 

•  This will aid in counterbalancing some of the domesƟc price pressures, both at the 
food price level, and also for CPI inflaƟon price pressures overall, given the large size 
of the food price component in the index.  



•  July (the latest f CPI inflaƟon data published) also saw a negaƟve contribuƟon come 
through from the catch-all residual category, a category designed to amalgamate all 
the price changes too small to reflect on their own in their categories.   

•  A negaƟve contribuƟon from the residual category shows some waning price 
pressures along with the drop in the core inflaƟon reading for July, to 4.3% y/y, below 
the 4.5% y/y midpoint of the inflaƟon target range.  

•  August is expected to see the core inflaƟon reading also remain moderate, which will 
add to the SARB’s (South African Reserve Bank’s) comfort to begin the anƟcipated 
interest rate cut cycle in SA tat its MPC meeƟng his month. 

•  Looking ahead, South Africa’s fuel price drop of -92c/litre in September, due to be 
implemented tomorrow, will exert downwards pressure on September’s CPI inflaƟon 
figure, assisƟng in likely bringing it below the 4.5% y/y mark. 

• Q4.24 is forecast to see CPI inflaƟon outcomes below 4.5% y/y over Q4.25, as 
inflaƟonary pressures remain moderate. Another sizeable petrol price cut is building, 
currently near -R1.50/litre for October.  

•  The rand benefits from lower interest rates in the US, with the FOMC expected to put 
through three -25bp cuts in the remainder of this year, superseding South Africa’s -
50bp cut at most, and so allowing further rand strength and lower inflaƟon. 

 

  



  

  

  



 

  

  
 

 


