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The week in perspective: Inflationary pressures: Still transitory, albeit persisting for longer  

Given a dearth of market moving domestic data releases last week, the financial market 

focus remained on global central bank communication and policy action, of which there was 

a fair amount. The UK Financial Times published an interview with Bank of England chief 

Economist Huw Pill, in which he said that UK CPI inflation could soon reach 5% y-o-y and 

that the BoE’s November policy meeting was ‘live’ in terms of the possibility that the 

lending rate could be increased.  

Later in the week, speaking at a joint SA Reserve Bank (SARB)/Bank for International 

Settlements (BIS) conference, US Federal Reserve (Fed) Chair Jerome Powell sounded less 

confident than before on the outlook for US inflation. Powell said that while the current 

inflationary pressures were still expected to be transitory, they are persisting for longer 

than predicted before. On that note, global consumer-goods groups Unilever and Procter & 

Gamble said last week that they had been able to pass on higher input costs to their 

customers and, to offset higher energy and other costs, further price increases are on the 

cards. 

In prepared remarks at the SARB/BIS conference, Powell said he was now of the view that 

supply-side bottlenecks could last ‘long into 2022’. Staying on the theme of bottleneck 

pressures, BIS general manager Agustin Carstens said that while policymakers had done 

well to deal with the COVID-19 demand shock, more work needs to be done on how to 

manage severe supply shocks. Given the intense bottleneck pressures, he argued that it 

was important for governments to preserve open markets and not to resort to protectionist 

policies. On the US monetary policy outlook, Powell explicitly said it was time for the Fed to 

start tapering its massive bond purchase programme, but not to raise the US policy 

interest rate. These comments further support the view that the Fed will announce the 

start of tapering at its November policy meeting.  

In his conference comments, SARB Governor Lesetja Kganyago sounded somewhat less 

hawkish than recent commentary from the bank. He repeated an earlier view that we are 

unlikely to see a repeat of the 2013 taper tantrum when emerging market (EM) asset 

prices were sold off sharply after the US Fed announced it would start to scale back on 

quantitative easing (bond buying). In large part, the confidence in the ability to withstand 
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Fed tapering this time around is because a country like SA now has a sizeable current account surplus, making it less 

vulnerable to foreign capital outflows. Also, according to Kganyao, the Fed had done a much better job this time to prepare 

markets for tapering than in 2013.  

Regarding interest rate normalisation, Kganyago argued that central banks should not be hasty in raising policy interest rates 

as this could undermine nascent GDP recoveries. Whereas we have brought 

forward the expected timing of the first SARB repo rate hike to November 20211, 

we would be very surprised if the SARB moved by more than 25bps. On face 

value, Kganyago’s comments support our view. This contrasts with aggressive 

domestic financial market pricing. As reflected in the table, forward rate 

agreements (FRAs) in the local money market sold off aggressively last week, with 

the market now almost fully discounting a 50bps policy rate hike at the November 

meeting. This seems overly hawkish.  

In other financial market news, the rand exchange rate had a particularly 

volatile week. At one stage, the currency was trading at levels stronger than 

R14.50/$, only to weaken sharply on Friday to end the week about 1% softer 

against the US dollar, the euro and the UK pound. The local bond market also sold 

off during the latter stages of the week. Besides possibly being influenced by 

Powell’s taper comments, these moves seem to have been in sympathy with a further knock to the Turkish lira after the 

Turkish central bank delivered another aggressive and out-of-consensus policy rate cut, this time by 200bps. With double-digit 

inflation in Turkey, this move once again raised serious concerns about the independence of the Turkish central bank to 

political interference. The lira hit a new all-time low against the US dollar on Friday, weakening past 9.50/$.  

Week ahead: Eskom woes, month-end data, build-up to municipal election and ECB policy meeting  

The week starts on a sour note with stage 2 load-shedding over the weekend reverting to overnight power rationing tonight 

and on Tuesday night. Besides this, the domestic focus is likely to be on the final campaigning before the local election next 

                                                   

1 As a reminder, macro and executive clients can access our latest forecast numbers here, with a brief summary of the underlying narrative 

available here. 

 

Weekly Key Indicators 

  Close w-o-w 

R/$ R14.76 0.9% 

R/€ R17.19 1.3% 

R/£ R20.32 1.0% 

$/€ $1.16 0.4% 

Brent $84.73 -0.3% 

Gold $1 806 1.9% 

Platinum $1 062 1.2% 

JSE ALSI 67 051 0.0% 

10y gov. bond 9.59 18 bps 

FRA (1x4)* 3.96 22 bps 

*Forward rate agreement  

https://www.ber.ac.za/Glossary/
https://www.ber.ac.za/BER%20Documents/Latest-forecasts/?doctypeid=1046
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week Monday (1 November). On the domestic data front, the table at the end of the report provides the consensus for several 

local economic data releases scheduled for this week. Globally, the focus will turn to the European Central Bank (ECB) on 

Thursday when it pronounces on the outcome of its latest monetary policy meeting. While no major policy changes are 

expected and the next macro forecast update only at the December meeting, attention is likely to be focused on the ECB’s 

commentary on the Eurozone (EZ) inflation outlook and the pace of future bond purchases. The first estimates for third 

quarter GDP growth in the EZ and US will also be of interest this week.  

Please note that the next Weekly will be published on 29 October due to the public holiday on 1 November 2021. 

 

Domestic: Consumer inflation rises in line with expectations in September  

According to Stats SA, the rate of increase for the headline consumer price index (CPI) accelerated for a second consecutive 

month to reach 5.0% y-o-y in September 2021, from 4.9% y-o-y in August. The latest print was in line with market 

expectations and the fourth month in a row where the annual increase was above the midpoint (4.5%) of the SARB’s inflation 

target range. The main contributors to the annual rise in CPI were transport (10.1% y-o-y, adding 1.4%pts), food and non-

alcoholic beverages (6.6%, +1.1%pts), housing and utilities (4.0%, +1.0%pts) and miscellaneous goods and services (4.3%, 

+0.7%pts). Within the transport category, it was fuel prices that stood out, rising by 19.9% in September compared to the 

previous year. On a monthly basis, the CPI rose by a modest 0.2%. The 

noticeable influence of food and energy inflation is further illustrated when 

considering core inflation. Core, which is headline CPI excluding food and 

non-alcoholic beverages, fuel and energy, measured a significantly more 

subdued 3.2% y-o-y in September, marginally up from 3.1% in August. In 

the near term, the likely significant fuel price hike in early November is 

projected to drive headline CPI higher in 2021Q4 to an average of 5.3%   

y-o-y, before easing again in 2022. We now expect headline CPI to average 

4.5% in 2021. Core inflation is forecasted to remain subdued as a result of 

muted housing, medical insurance & education cost increases.  

 

International: Global growth held up in October despite intensified supply chain disruptions and cost inflation 

US industrial production fell by 1.3% m-o-m in September, below consensus, after a downwardly revised contraction of 0.1% 

m-o-m in August. Hurricane Ida is estimated to have dragged down total industrial production by about 0.6 percentage points. 

Semi-conductor shortages also continue to hurt production of especially motor vehicles and parts. On an annual basis, 
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industrial production grew by 4.6%. Staying with the production side of the economy and moving on a month, the IHS Markit 

flash US manufacturing PMI declined to a seven-month low of 59.2 in October, from 60.7 in September. While the level of the 

index is still very high, the growth momentum seems to have softened further at the start of 2021Q4. Manufacturing output 

remains troubled by supply chain delays, material shortages and higher commodity prices, which have resulted in the highest 

rate of input cost increases on record for the survey. Despite the lower manufacturing reading, the flash US composite PMI 

output index rose from 55 in September to 57.3 in October as services business activity strengthened due to a further decline 

in COVID-19 cases.  

In the UK, the flash composite PMI output index unexpectedly jumped to 56.8 in October, from 54.9 in September. The 

overall index was lifted by the rise in the services business activity index to 58, from 55.4 previously. As in the US, 

manufacturing output slowed as labour and materials shortages continue to plague the sector. Also of concern is that the PMI 

showed that input price inflation for the private sector increased at the fastest pace since January 1998. In terms of actual 

data on price pressures, UK consumer inflation edged down to 3.1% y-o-y in September, from an almost decade high of 

3.2% in August. On a monthly basis, inflation eased to 0.3%. 

Finally, the flash EZ PMI composite output index decreased to 54.3, from 56.2 pts in September, with both manufacturing 

output and the services activity indices lower. Amid lengthening supplier delivery times (primarily in the manufacturing sector) 

due to various shortages, the subindex measuring firms’ input costs increased to a record high. 

In all, the early data suggests that the global economy was stable in October following a moderation in growth in 2021Q3. 

Part of this is due to a resurgent services sector amid an easing in COVID-19 related restrictions. Supply shortages, however, 

continued to weigh on output. 
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The week ahead  

Date Event Previous Consensus 

Monday (25 Oct) DE: ifo Business Climate Index (Oct) 98.8 98.0 

Thursday (28 Oct) SA: PPI (Sept) 7.2% y-o-y 7.3% y-o-y 

Thursday (28 Oct) EZ: ECB interest rate decision (deposit) -0.5% -0.5% 

Thursday (28 Oct) US: GDP, advanced estimate (Q3, annualised) 6.7% q-o-q 2.8% q-o-q 

Friday (29 Oct) EZ: GDP, preliminary (Q3, non-annualised) 2.2% q-o-q 2.1% q-o-q 

Friday (29 Oct) EZ: Consumer inflation, flash estimate (Oct) 3.4% y-o-y 3.7% y-o-y 

Friday (29 Oct) SA: Trade balance (Sept) +R42.4bn +R35.3bn 

Friday (29 Oct) US: Personal income and spending 0.2% & 0.8% m-o-m -0.2% & 0.6% m-o-m 
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