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The week in perspective: As inflation concerns rise, SARB signals rate hike coming closer 

Amid a dearth of data releases last week, the SA Reserve Bank’s (SARB) latest Monetary 

Policy Review (MPR) attracted some attention (details below). In other news, there was 

some (expected) good news for the tourism and hospitality sector with the announcement 

that SA will be removed from the UK’s ‘red list’ from today. This means that fully 

vaccinated people returning to the UK after visiting SA will no longer have to endure a 10-

day quarantine at a designated (and apparently grim) hotel at their own cost. Along with 

the recent move to Level 1 lockdown restrictions, and assuming a likely local fourth wave 

of COVID-19 can be postponed, this holds the prospect that some normality can return to 

the summer holiday season. This positive news was dented somewhat at the end of the 

week when Eskom implemented stage two load-shedding. This is likely to last through 

Thursday this week.  

Globally, the focus was on surging gas prices in parts of the world, as well as a 

disappointing US jobs report for September. This was the last employment report before 

the November Federal Reserve (Fed) policy committee (FOMC) meeting. The possible 

implications for Fed policy are discussed in the international section.  

The bi-annual MPR sets out the SARB’s thinking on the growth and inflation outlook in 

more detail than is possible in the bi-monthly monetary policy statements. In our 

commentary on the September SARB interest rate decision and statement (see here), we 

argued that the SARB narrative made us comfortable that the first policy interest rate 

increase would be delayed to early 2022.  

Relative to these expectations and the September policy statement, the MPR struck a more 

hawkish tone on the inflation and interest rate outlook, in our view. The SARB Monetary 

Policy Committee (MPC) has consistently emphasised how data-dependent their decisions 

are, but also that future policy moves will be sensitive to the balance of risks to the 

outlook. While both the July and September MPC statements flagged upside inflation risks, 

the MPR took this up a notch. It argued that the risks to the medium-term inflation outlook 

have ‘sharply increased’. In addition, the MPR noted that delaying the start of the 

monetary policy normalisation process could put the SARB on the backfoot relative to 

inflation developments. This would destabilise current well-anchored inflation expectations. 
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According to the MPR, the MPC will soon start to face a trade-off between an earlier, more gradual start to the normalisation 

process and a steeper rate hike trajectory if the start of the process is delayed. Clearly, the former would be less disruptive to 

the economy. Therefore, we are now pencilling in the first 25bps repo rate increase at the November MPC meeting.  

In financial markets, a sudden and unprecedented surge in gas prices in the UK, continental Europe and to a lesser extent 

also in the US dominated headlines. With liquefied natural gas becoming significantly 

more expensive, the demand for cheaper alternatives, including oil, has risen. The 

coal price may also have benefitted from these trends, although an energy crisis in 

China also fuelled the recent coal price rally. Combined with disappointment after 

the OPEC+ oil grouping voted against a more aggressive ramp-up of oil output, the 

increased demand for oil amid the gas price surge pushed the Brent crude oil price 

comfortably above $80/bbl last week. This is notably higher than the average of 

$75/bbl in September. If sustained, the current oil price should see a notable rise in 

domestic fuel prices in early November. As always, the extent of the increase will 

also depend on local currency moves in the rest of the month. Amid all the 

international turmoil, the rand exchange rate was resilient last week, ending the 

week marginally firmer against the US dollar. The surging gas price solidified a 

growing narrative that higher global inflation could be more persistent. These 

concerns were echoed last week by the Bank of England’s new chief economist (Huw Pill), as well as the minutes of the 

European Central Bank’s (ECB) September policy meeting. The theme of more persistent higher inflation led to a further rise 

in long-term interest rates last week. At above 1.60%, the yield on US 10-year treasuries rose to the highest level since mid-

June. SA long-term government bond yields also continued to move (significantly) higher. Meanwhile, the local equity market 

(JSE) benefitted from a sharp move higher in travel and leisure stocks amid SA’s removal from the UK red list.   

Week ahead: Tracking the recovery from July shocks  

Stats SA is scheduled to release several indicators for August next week. Of particular interest will be the extent to which real 

manufacturing production and retail sales rebounded from significant monthly declines in July. The business activity index of 

the Absa PMI recovered smartly in August after crashing in July, suggesting that actual manufacturing output should see a 

notable bounce. Similarly, the rise in the high-frequency mobility trackers in August bodes well for a much-improved retail 

(and wholesale) trade performance during the month. The table at the end of the report provides the market consensus for 

these releases. Globally, the release of US retail sales and CPI inflation data for September will be in focus.  

Weekly Key Indicators 

  Close w-o-w 

R/$ R14.92 0.2% 

R/€ R17.27 0.0% 

R/£ R20.35 0.9% 

$/€ $1.16 -0.2% 

Brent $82.49 4.0% 

Gold $1 759 0.2% 

Platinum $1 029 5.9% 

JSE ALSI 65 243 2.5% 

10y gov. bond 9.52 30 bps 

FRA (1x4)* 3.74 4 bps 

*Forward rate agreement  
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Domestic: Private sector returns to growth in September 

The IHS Markit PMI increased to 50.7 pts in September, from 49.9 index points in August. This means that, after two 

consecutive months in negative terrain, the private sector returned to growth in September as COVID-19 lockdown 

restrictions eased to adjusted alert level 2. The headline PMI was mainly supported by an improved new orders index and the 

first output expansion in four months notwithstanding persistent supply chain issues. Meanwhile, price pressures (including 

input costs and output charges) accelerated for the first time in four months. 

Foreign exchange reserves fell short of market expectations in September, declining to $57.1 billion (bn), from the record 

high of $58.4 bn posted in the previous month.  

 

International: US employment disappoints, unemployment rate eases in September 

In the US, nonfarm payroll employment rose by 194 000 in September, significantly below expectations for an almost 500 

000 increase. Moreover, the latest print is sharply down from the upwardly revised 366 000 jobs that were created in August 

and well below the monthly average of 561 000 since the beginning of 2021. Despite this, the unemployment rate declined to 

4.8%, from 5.2% – its third consecutive monthly decline. The decline in the jobless rate has to be qualified in that it was 

partly driven by a lower labour participation rate. The disappointing employment report may raise some questions about 

whether the Fed is ready to start with the tapering of its massive QE programme at next month’s FOMC meeting. However, 

the wage indicator in the latest report exceeded expectations. Average hourly earnings rose by 0.6% m-o-m in September 

compared to the 0.4% m-o-m rise predicted. Fed Chair Jerome Powell has set a fairly high bar not to announce tapering at 

the November meeting. Therefore, in all, the September payrolls report may just have passed the hurdle for tapering to start 

soon.  

In other central bank news, the Reserve Bank of New Zealand (RBNZ) hiked its key rate by 25 basis points to 0.5% – in line 

with expectations and the first increase in seven years. The ECB meeting minutes for September showed that risks to their 

inflation forecast “were widely regarded as tilted to the upside”. Furthermore, some of the more conservative policymakers 

argued for a bigger reduction in asset purchases than what was finally decided on at the meeting. In emerging market 

central bank news, several banks raised policy rates last week. These include an out-of-consensus hike in Poland.  

In Germany, industrial production surprised on the downside, registering its sharpest monthly drop since April 2020. 

Factory output fell by 4% m-o-m in August, from an upwardly revised 1.3% uptick in July. The slowdown can largely be 

ascribed to supply chain disruptions, especially in the automotive sector.  
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The week ahead  

Date Event Previous Consensus 

Tuesday (12 Oct) SA: Mining production (Aug) 10.3% y-o-y 3.1% y-o-y 

Tuesday (12 Oct) SA: Manufacturing production (Aug) -4.1% y-o-y 0.2% y-o-y 

Wednesday (13 Oct) SA: Retail trade sales (Aug) -0.8% y-o-y 2.0% y-o-y 

Wednesday (13 Oct) US: CPI (Sept) 
5.3% y-o-y 

0.3% m-o-m 
5.3% y-o-y 

0.3% m-o-m 

Wednesday (13 Oct) US: FOMC minutes (Sept) n/a n/a 

Thursday (14 Oct) SA: Wholesale trade sales (Aug) -2.0% y-o-y n/a 

Friday (15 Oct) US: Retail sales (Sept) 0.7% m-o-m -0.2% m-o-m 
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This publication is confidential and only for the use of the intended recipient. Copyright for this publication is held by Stellenbosch University.  

Although reasonable professional skill. care and diligence are exercised to record and interpret all information correctly. Stellenbosch University. 

its division BER and the author(s)/editor do not accept any liability for any direct or indirect loss whatsoever that might result from unintentional 

inaccurate data and interpretations provided by the BER as well as any interpretations by third parties. Stellenbosch University further accepts 

no liability for the consequences of any decisions or actions taken by any third party on the basis of information provided in this publication. The 

views. conclusions or opinions contained in this publication are those of the BER and do not necessarily reflect those of Stellenbosch University. 
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