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The week in perspective: Investors cheer less serious Omicron infections, China stimulus  

There were some key domestic developments last week. These included a larger-than-

expected 2021Q3 GDP decline (see domestic section for details), Nedlac endorsing a 

vaccine mandate and the National Assembly voting against amending Section 25 of the 

Constitution to explicitly allow for land expropriation without compensation.  

On the domestic COVID front, new daily cases continue to rise sharply. Importantly, 

cases are now increasing markedly in all provinces. A week ago, Gauteng was responsible 

for more than 70% of new daily infections. This has come down to 40-45%. The country-

wide seven-day rolling average of new cases moved to well above 16 000 over the 

weekend, from around 10 000 a week ago. The latest indications are that the National 

Coronavirus Command Council will meet this week, implying that President Cyril 

Ramaphosa is likely to address the nation sometime in the upcoming week. Incoming data 

showed that the more infectious Omicron variant, which is driving local infections, has so 

far led to fewer hospitalisations and fatalities in SA than during the early stages of the 

Delta-driven third wave. Therefore, we still expect any tightening of lockdown restrictions 

to largely focus on curbing the size of especially indoor gatherings.  

The early signs that the Omicron variant causes less serious disease helped to buoy global 

risk appetite last week. Investor sentiment was 

further encouraged by signs that Chinese macro 

policy is becoming more growth supportive. 

This followed a 50bps reduction in the reserve 

ratio requirement by the People’s Bank of 

China on Tuesday. These developments drove 

strong gains on global stock markets through 

the week. The S&P500 in the US fared 

particularly well, gaining 3.8%. The German 

Dax rose by 3%, while the FTSE in the UK was 

up by almost 2.5%.  

Domestically, the JSE Alsi also posted a robust 

weekly gain. At Friday’s close, the Alsi was up 
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Weekly Key Indicators  

  Close w-o-w 

R/$ R15.99 -0.7% 

R/€ R18.08 -0.5% 

R/£ R21.15 -0.6% 

$/€ $1.13 0.2% 

Brent (1-month) $75.15 7.5% 

Gold $1 785 0.6% 

Platinum $945 0.5% 

JSE ALSI 71 686 1.2% 

10y gov. bond 9.49 -11bps 

FRA (1x4)* 3.92 0bps 

*Forward rate agreement  
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by more than 1% w-o-w (and just shy of 21% so far in 2021). Although daily volatility remained elevated, the improved 

global risk appetite also provided some boost to the rand exchange rate last week. Less positive from a local perspective 

was the sharp rise in global oil prices, with the 1-month Brent crude oil future ending the week above $75/bbl. Fortunately, 

this is still down notably from an average of just above $80/bbl in November.  

Week ahead: SA inflation data and plenty of global central bank news   

Besides the announcement of a possible tightening of local lockdown restrictions, lots of domestic data is crammed into a 

holiday-shortened week. Both the consumer (CPI) and producer inflation (PPI) numbers for November, as well as the 2021Q3 

quarterly employment statistics (QES) are set for release on Wednesday. After the shock employment decline outlined in the 

recently released Q3 Quarterly Labour Survey, the focus will be on whether the QES also shows a meaningful decline. On the 

inflation front, sharp fuel price hikes in November should contribute to a further acceleration in both the CPI and the PPI. The 

Bloomberg consensus sees the CPI increasing by 5.5% y-o-y in November, up from the 5% recorded in October.  

Internationally, there is a strong central bank flavour this week. Most attention will be on the US central bank (Fed) meeting 

that concludes on Wednesday. The high US inflation print for November (see international section for details) has probably 

sealed the case for an accelerated pace of winding down of the Fed’s bond purchasing programme. Besides this, the updated 

expectations from the Fed policy committee on the pace of US policy interest rate increases are also keenly anticipated. The 

so-called Fed dot-plot is likely to show an earlier start to the rate normalisation process.  

In the UK, the Bank of England (BoE) delivers its latest policy rate verdict on Thursday. Before the emergence of the Omicron 

variant, the BoE was widely expected to start with a rate hiking cycle this week. With a renewed rise in UK COVID infections 

and the government responding with a work-from-home recommendation that could curtail consumer spending, the BoE may 

now postpone the rate increase to early 2022. Finally, the European Central Bank (ECB) also delivers its latest monetary 

policy statement on Thursday. While nothing will be forthcoming on the policy rate, attention will be on whether there is an 

announcement on a further extension of the ECB’s emergency bond buying programme beyond March 2022. The latest macro 

forecasts from the ECB staff, especially on the inflation outlook, will also be of interest.   

The Weekly team will take a break for the next couple of weeks. The next edition will be on Monday, 10 January. We wish all 

readers a happy and safe holiday period. 

 

 

 

https://www.ber.ac.za/Glossary/


 

 

 

Please refer to the glossary on the BER’s website for 
explanations of technical terms. 

Domestic: Third wave and unrest shock derail GDP recovery; manufacturing production off to a terrible start in Q4 

Following a better-than-expected performance in 2021H1, the economic recovery experienced a significant setback in 2021Q3. 

Against the backdrop of several well-documented domestic shocks, including the Delta-driven third wave of COVID-19 infections 

and stricter lockdown restrictions, as well as the civil unrest in July, real GDP contracted by 1.5% q-o-q in 2021Q3 following a 

slightly downwardly revised 1.1% (1.2% initial estimate) in 2021Q2. The latest print was somewhat worse than our expectation 

for a 1.3% decline. The agriculture, trade and manufacturing sectors were the largest drags on the quarterly outcome. On an 

annual basis, real GDP growth slowed sharply to 2.9%, from 19.1% in 2021Q2. Due to the somewhat worse-than-expected 

2021Q3 GDP print, the slight downward revision to growth in the first half of 2021, and downside risks to Q4, the economy is 

now unlikely to grow by 5% in 2021. Clients can click here for the GDP comment.  

After a poor Q3, the further setbacks to the economic recovery in early 2021Q4 were emphasised by the 5.9% m-o-m (seasonally 

adjusted) slump in manufacturing production during October. This was mainly due to the prolonged strike in the metal and 

engineering sector in addition to bouts of load-shedding. Indeed, output of basic iron, steel and metal products plunged by 

14.1% m-o-m. Besides the steel component, the majority of the key subcomponents saw monthly declines. With a 6.9%              

m-o-m fall, vehicles and transport equipment were particularly hard hit. On an annual basis, overall factory output was down 

by 8.9% y-o-y, significantly more than expected. The largest contributors to the annual decline were petroleum, chemical 

products, rubber and plastic products, which plunged by 17.5% and shaved off 4.1% points from the total. Overall, this was a 

disheartening start to the fourth quarter, especially given that the manufacturing sector already registered a contraction in 

2021Q3.  

The mining sector performed better, with production up by 2.1% y-o-y in October, following a 0.8% decline in September. 

Annual growth was mainly driven by increased output of platinum group metals, which surged by 24% y-o-y and contributed 

5.5% points to overall growth. On a monthly, seasonally adjusted basis, total mining production was up by 3.4% in October, 

after declining by 4.4% in September. 

Meanwhile, growth in real retail trade sales softened to 1.8% y-o-y in October. Most of the growth was due to a 14.8% y-o-

y rise in sales of pharmaceuticals and medical goods, cosmetics and toiletries (contributing 1.1% points to annual growth). On 

a monthly basis, retail sales lost significant momentum, declining by 1.3%. This follows monthly growth of 4.9% and 5.1% in 

August and September respectively. Wholesale trade sales also slowed somewhat, to 0.2% y-o-y (+0.1% m-o-m) in October, 

from 0.3% y-o-y in September. Nominal motor trade sales fared well, growing by 6.5% y-o-y. In all, domestic trade data 

points to mixed consumer demand in October.  
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Finally, the current account surplus narrowed by more than expected to R226bn in 2021Q3, from a record high of R343bn in 

2021Q2. Subsequently, the current account surplus relative to GDP declined to 3.6%, from a downwardly revised 5.1% in Q2. 

This was a slightly weaker outcome than the consensus expectation. 

 

International: US headline CPI rises at fastest pace since the early 1980s  

Arguably, the key global data release last week was the November US CPI print. Price pressures remained elevated, with the 

all-items (headline) CPI increasing by a slightly faster-than-forecast 6.8% y-o-y (6.7% expected; October: 6.2%). This was 

courtesy of another large monthly increase of 0.8% (0.7% expected; October: 0.9%). The annual print was the fastest 

increase for US inflation since June 1982. The energy component, which surged by more than 30% compared to November 

2020, remained the major factor behind the sharp overall CPI increase.  

Besides higher energy costs, price pressures were again broad based. Indeed, the index for all items less food and energy 

(core CPI) rose by 0.5% m-o-m, with the annual rate moving up to 4.9%. This was the largest y-o-y increase for the core 

index since June 1991. Within the core index, prices for new vehicles (+1.1% m-o-m; 11.1% y-o-y), as well as used cars and 

trucks (+2.5% m-o-m; 31.4% y-o-y) continued to post strong increases. The subcomponent for shelter, which includes 

rental costs, also saw another robust increase (0.5% m-o-m). US consumer inflation is set to remain elevated in the 

immediate future. However, a sustained lower oil price (relative to the November average) should support some easing in the 

rate of increase in the CPI from early 2022. Indications are also that global bottleneck pressures are abating somewhat, which 

is encouraging for the inflation outlook. This was reflected in a 26% m-o-m rise in German auto production in November, 

while the confidence of Japanese auto makers increased notably in December.  

Mostly in line with market expectations, the US trade deficit moderated to $67.1bn in October, from a revised $81.4bn in the 

previous month. The narrower trade deficit was largely driven by a notable 8.1% m-o-m rise in exports. 
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The week ahead  

 

 

 

 

Date Event Previous Consensus 

Wednesday (15 Dec) China: Fixed Asset Investment (Nov) 6.1% y-o-y, ytd n/a 

Wednesday (15Dec) China: Industrial production (Nov) 3.5% y-o-y 3.8% y-o-y  

Wednesday (15 Dec) China: Retail sales (Nov) 4.9% y-o-y 4.8% y-o-y 

Wednesday (15 Dec) SA: Consumer inflation (Nov) 
0.2% m-o-m;  
5.0% y-o-y 

0.5% m-o-m;  
5.5% y-o-y 

Wednesday (15 Dec)  SA: Producer inflation (Nov)  
0.7% m-o-m;  
8.1% y-o-y  

0.7% m-o-m;  
8.7% y-o-y 

Wednesday (15 Dec)  SA: Quarterly employment stats (2021Q3)  -0.9% q-o-q  n/a 

Wednesday (15 Dec) US: Fed interest rate decision 0.25% 0.25% 

Thursday (16 Dec) EZ; UK: Flash composite PMI (Dec) 55.4; 57,6 54.2; 56.4 

Thursday (16 Dec) UK: BoE interest rate decision  0.1%  0.1% 

Thursday (16 Dec) EZ: ECB interest rate decision  0% 0% 

Thursday (16 Dec) US: Flash composite PMI (Dec) 57.2 n/a 
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