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Inflation rate note: the update of South Africa's CPI inflation components does not see 
substantial changes, but price pressures are building in the economy  
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•   South Africa sees the normal five-year review to its inflation survey take effect from the 
publication of the January CPI inflation figures later this month (on the 16th), but unlike the 
previous update in 2017, it is not expected to have a substantial effect.   
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•   Inflation pressures in SA have been on an upwards trend on the consumer side, pushed 
up by some of the same pressures experienced globally, particularly higher fuel and food 
prices, with domestic food prices influenced by prevailing global food costs. 

•   However SA’s CPI inflation has not accelerated to the extent of that of the US (latest print 
5.9% y/y versus US 7.0% y/y), with the US seeing a high degree of fiscal stimulus which 
substantially increased consumer spending power, and so demand led inflation pressures. 

•   On the producer side, SA saw PPI inflation climb to 10.8% y/y in December 2021, up 
substantially from 3.0% y/y in December 2020, driven by high commodity prices, base 
effects in some subsectors and high transport and equipment costs driving up supply cost 
pressure. 

•   Globally producer price inflation is generally running at high rates too, reflective of the 
strong supply side price pressures as global supply chain costs remain elevated, despite 
recently plateauing at high levels, but unlikely to collapse in the next few months.  

•   PPI inflation in South Africa of 10.8% y/y in December, is not dissimilar to China’s PPI 
inflation reading of 10.3% y/y, with domestic inflation impacted by high and rising import 
costs, not least of all shipping costs. 

•  Low production costs in China helped moderate inflation globally in the 2000s, and keep 
it anchored in the 2010’s decade, but its rapidly rising producer prices are raising concerns 
about already high global consumer inflation rates, and how long they will persist.    

•   Rapid increases in chemicals, rubber and plastic products prices (34.7% higher y/y), along 
with metals prices (up 23.6% y/y for base and fabricated metals and 40.9% y/y for basic 
iron and steel) have pushed up PPI inflation in SA, stemming from high commodity prices 
globally. 

•   Globally inflation is still at a heady pace, and risks seeing a stretched decline through this 
year as opposed to the quick collapse that was hoped for, but high inflation is not likely to 
be permanent either, just not as transitory as markets and policy makers initially believed. 

    

  Please scroll down to the second section below 
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•   China saw a modest easing in its PPI inflation, from 12.9% in November, as China had 
some success with inflation cooling measures, which are expected to persist this year, 
but not intentionally to the extent that substantially weakens economic growth.   

  

•   That is, the EM giant will not likely see sufficient measures to drive subdued global 
inflation of below 2.0% y/y for 2022, with forecasts instead hovering around 4.0% y/y 
for the globe in its annual CPI change against last year, and 2023 at 2.9% y/y. 

  

•   Next year is widely anticipated to see US CPI inflation drop back to 2.3% y/y from 4.2% 
y/y expected for this year, and the euro area down to 1.5% y/y in 2023, from 2.5% in 
2022, while China sees economic growth of 5.1% y/y in 2022 and 5.2% y/y in 2023. 

  

• China’s CPI inflation rate is expected to lift to 2.2% y/y this year, from 0.9% y/y in 2021, 
and remain at 2.2% y/y in 2023, while PPI inflation comes out higher. For South Africa, 
PPI inflation is currently expected at close to 8.0% y/y this year after 2021’s 7.1% y/y.  

  

•   South Africa has also seen high meat price inflation, and animal products generally 
drive-up food price inflation, with live agricultural animals’ prices 18% higher y/y in 
December, and meat prices up 9.6% y/y, both in the PPI.  

  

•   This will place upwards pressure on meat prices in the CPI print in January, while 
globally food prices lifted slightly in January m/m, by 1.2%, after December’s more 
significant 6.4% m/m lift. Elevated commodity prices, including food continue to boost 
SA’s trade exports. 

  

•   Commodities’ prices rose 5% m/m in January and metals by 9.4% m/m (Economist 
indices), aiding the rand on SA’s strong monthly trade surpluses trend (see rand note 
17th January – email address below), with the strength creeping into February.  
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•  Eskom has applied for a 20.5% price increase this year (effective 1st April), with the 
SOE using diesel fuel gas turbines to supplement power during load shedding, which 
was material last year.  Eskom reports high risk of loadshedding in 2022 on 
maintenance. 

  

•   South Africa is still expected to see CPI inflation average over 5.0% y/y this year, with 
some small demand side pressures emerging in the latest CPI print (December), but 
the majority of price increases driven by the supply side. 
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