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Oil note: SA is in line for close to a R2.00/litre cut in the petrol price in August given 
the drop in the international gasoline price 

  
 

 

 

  
   

 

   



   
   

 

   

   
 

   

   



 

   

  
 

•   With only a few days of July left, lower energy prices this month are indicating a -7.4% 
drop in South Africa’s petrol price in August, and a -6.2% decline in the diesel price, which 
will provide some welcome relief to high living costs, if government passes them through. 

•   Energy prices have fallen as global growth expectations for this year and next year drop 
lower again. The IMF published a gloomy update late yesterday to its world economic 
outlook (WEO), waring that “(t)he U.S. has only a slim chance of avoiding … recession”. 

•   The IMF now expects global growth of 3.2% y/y this year, revising it successively lower 
from the 3.6% y/y expected for 2022 in its April WEO update, and 4.4% y/y in January’s 
WEO, while in October last year the IMF forecast 4.9% y/y for 2022.      



•   Indeed, in June last year the IMF forecast 5.0% y/y for 2022 growth. The successive 
downward revisions reflect the building negative expectations for global economic activity 
this year and next, with the IMF now forecasting 2023 world GDP growth at 2.9% y/y.   

•   The downward revision for 2023’s IMF global growth expectation is quite material, 
dropping -0.7% y/y since the April forecasts, as US growth was revised down by -1.3% 
y/y to 1.0% y/y and that of the Euro Area by -1.1% y/y to 1.2% y/y for 2023.   

•   The IMF warns “it will … test … the mettle of central banks … to continue raising interest 
rates in a bid to restore price stability”. “It’s easy to cool off the economy when … (it) is 
running hot. It’s much harder to reduce inflation when the economy is close to a 
recession.” 

•  The rise in the oil price over June, which saw an average for Brent crude of US$117/bbl, 
has been reversed, with July averaging closer to US105/bbl, below May’s US$112/bbl, 
and even April’s US$106/bbl (March US$112/bbl. January and February were below 
US$100/bbl). 

•   SA is mainly importing refined petroleum products however, but the price of gasoline has 
seen similar directional movements to that of oil over May to July. Indeed if the rand had 
not weakened materially over July, SA would be in line for a R3.00/litre cut in the petrol 
price. 

•  To date, the rand has weakened by over R1.00/USD on average in July to date versus 
June, as safe haven flows increased, with worries over slowing global growth and even 
recession placing downwards pressure on oil and gasoline prices.   
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•   So far in the United States, July has seen the publication of a few data reading showing 
reduced price pressures, compared to expectations  and the previous month’s figure, for 
a number of economic indicators, but not for the overall CPI or PPI inflation rates yet. 

•   These include June’s ISM prices paid, import prices, PPI excluding food and energy, as 
well as excluding trade services, July’s University of Michigan 1 year and 5-10 year 
inflation change expectations and the S&P CoreLogic Case-Shiller National Home Price 
index. 

•   The IMF warned yesterday that “while the U.S. labor market is strong now, with very low 
3.6% unemployment, … (it) expects that as this monetary policy tightening continues, then 
that's going to gradually cool off also the labor market causing joblessness to rise.” 



•   The latest Conference Board consumer confidence reading has fallen below both June’s 
reading, and the expected outcome for July, and June’s existing home sales were down 
substantially versus expectations, as was the Philadelphia Fed business outlook (July). 

• Nevertheless, the FOMC (US monetary policy committee or Federal Open Market 
Committee) is still likely to hike the fed funds target rate by 75bp at its meeting today 
(tonight SA time), noting both the risks to the economic outlook and the recent US data 
developments. 

•   The IMF believes the “risks to the (world economic) outlook are overwhelmingly tilted to 
the downside”, and that “inflation could be harder to bring down than anticipated either if 
labor markets are tighter than expected or inflation expectations unanchor”.  

•   “A plausible alternative scenario in which risks materialize, inflation rises further, and 
global growth declines to about 2.6 percent and 2.0 percent in 2022 and 2023, 
respectively, would put growth in the bottom 10 percent of outcomes since 1970”. 

•   The IMF advocates that “(w)ith increasing prices continuing to squeeze living standards 
worldwide, taming inflation should be the first priority for policymakers. Tighter monetary 
policy will inevitably have real economic costs, but delay will only exacerbate them”.  

•   Energy prices could fall further in the remainder of this year for oil and gasoline. Currently 
however, and pertinent for inflation, the price of gasoline is 52.5% higher y/y (Brent 35.7% 
y/y) and the loss of refinery capacity in SA is having an additional inflationary effect. 

 

  
 

   



 

 
 

  

 

 

   



 

    

  
 

    

  
   

  
 


