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The week in perspective: Domestic assets defy global risk-off sentiment, for now  

Higher-than-expected SA consumer inflation for December (see domestic section for 

details) was the key data release last week. Looking ahead, developments on the electricity 

front will be an important factor influencing headline CPI in 2022. Energy regulator Nersa 

conducted public hearings last week on Eskom’s proposal for a more than 20% tariff 

increase in the 2022/23 financial year. Business groupings, including the Minerals Council, 

warned against the adverse impact on specific industries and the overall economy if the 

request for such a steep increase is granted. Nersa is scheduled to announce its tariff 

decision in late February.  

On the local political front, internal strife in the ANC once again dominated domestic 

headlines. The Presidency and Tourism Minister Lindiwe Sisulu issued conflicting 

statements after a meeting between President Cyril Ramaphosa and Sisulu regarding the 

minister’s recent controversial op-ed on the constitution and the judiciary. We are likely to 

see more of the same throughout 2022 as opposing factions jostle for positions ahead of 

the ANC’s elective conference in December 2022.  

On a more positive note, the World Bank announced it had approved a $750 million 

(R11.3 billion at the current exchange rate) development policy loan for SA. This follows 

earlier loans granted by the IMF, the African Development Bank, and the New Development 

Bank to help finance SA’s COVID-19 fiscal support and recovery packages since 2020. The 

World Bank loan, which has a 13-year repayment period with a three-year grace period, 

will assist in financing the ongoing spending on critical health and social safety net 

programmes. Therefore, some of the funds may be used to help pay for the inevitable 

extension of the social relief of distress (SRD) grant beyond March 2022. This is at least 

the impression from the Treasury’s statement on the loan. However, Treasury DDG for 

asset and liability management Duncan Pieterse was quoted as saying that the proceeds 

will be used to meet interest payments on SA’s foreign debt and for the redemption of 

foreign debt. Importantly, while the announcement is welcome, this should not be seen as 

‘new’ financing as it already formed part of the foreign loans included in the fiscal 

framework outlined in the November 2021 Medium Term Budget Policy Statement 

(MTBPS).  
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In financial markets, it was a tough week for global stock markets as ongoing concerns about high inflation, disappointing 

company earnings reports and a ratcheting up of  

geopolitical tensions amid the Russia/Ukraine standoff weighed on investor sentiment. In the US, the S&P 500 index ended 

the week almost 6% lower as technology firms continued to bear the brunt of the sell-off. In Europe, the German Dax was 

down about 2%. The risk-off sentiment provided some support to traditional safe-haven assets. Indeed, the US dollar 

recovered some of the ground lost against the euro so far this year. The gold price traded somewhat higher, while the 10-year 

US Treasury yield ended the week slightly lower after increasing notably since the start of the year. Concerns about a 

disruption to oil supplies from Russia in the event of war with the Ukraine fuelled a further rise in global oil prices. Brent 

crude oil traded above $88/bb, reaching the highest level since 2014. Meanwhile, 

the 1-month Brent crude ended the week another 2% higher, extending its gains 

for the year to 13%.  

Despite a firmer dollar, the rand exchange rate continued to surprise by 

strengthening further against major currencies. The rand closed Friday’s trading 

session more than 5% stronger against the US dollar than its end-2021 level. Local 

bonds also had a good week, with the yield on the 10-year government bond 

declining by more than 10 basis points. The move lower came as some of the 

largest domestic fund managers argued that, notwithstanding the expectation for 

higher global interest rates, local bond valuations were attractive. The argument is 

that local yields, amongst the steepest in the emerging market space, already 

more than sufficiently reflect domestic idiosyncratic risks. Furthermore, in real 

terms, domestic bond yields offer significantly better returns than developed 

country bonds.  

Week ahead: SARB to hike by 25bps; Fed set to solidify March rate hike expectations  

Both in SA and in the US, the major economic focus this week will be on central bank monetary policy meetings. The US 

Federal Reserve (Fed) will announce their latest verdict on Wednesday night (SA time). The Fed is widely seen keeping the 

policy interest rate unchanged. However, expectations that the bank will start the policy interest rate normalisation process in 

March are growing and given that the Fed’s economic projections are not updated at this meeting, attention will be focused on 

Fed Chair Powell’s press conference following the meeting for further confirmation of this. There will also be a focus on any 

updates on Fed balance sheet polices, i.e. those aimed at reducing its holdings of US Treasuries and other assets. Also on 

Weekly Key Indicators  

  Close w-o-w 

R/$ R15.11 -1.6% 

R/€ R17.15 -2.4% 

R/£ R20.48 -2.5% 

$/€ $1.13 -0.8% 

Brent (1-month) $87.89 2.1% 

Gold $1 832 0.6% 

Platinum $1 046 6.8% 

JSE ALSI 74 835 -0.4% 

10y gov. bond 9.24 -13bps 

FRA (1x4)* 4.21 0bps 

*Forward rate agreement  
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Wednesday, the Bank of Canada is set to follow the Bank of England and the Norges Bank as the next major central bank to 

start with a policy interest rate hiking cycle. 

On the heels of the Fed, the SA Reserve Bank (SARB) interest rate decision is due on Thursday. Before the festive season 

break, our view was that the SARB Monetary Policy Committee (MPC) would keep the repo policy rate unchanged at 3.75% in 

January. However, the notable shift in Fed rate hike expectations over the past month (from 1 hike in 2022 to at least 3, 

possibly 4), upward revisions to the SA inflation outlook for 2022, and, outside of the international travel bans, the seemingly 

limited economic impact from the COVID fourth wave have required a rethink. We are now firmly in the camp of the majority 

(19 out of 23) of analysts polled by Reuters who expect a 25bps hike in the repo rate to 4% this week.  

 

Domestic: CPI at a multi-year high; retail sales exceed expectations 

According to Stats SA, the rise in headline consumer inflation accelerated to 5.9% y-o-y in December 2021, the highest in 

nearly five years and up from the 5.5% recorded in November. Inflation is now on the edge of the upper band of the SARB’s 

inflation target range. The largest contributor to annual inflation was transport, which climbed 16.8% y-o-y (adding 2.3% 

pts). This was mainly attributable to fuel prices which increased by 40.5% y-o-y, up from 34.5% y-o-y in November. Core 

inflation (which excludes food and non-alcoholic beverages, fuel and energy) was at 3.4% y-o-y in December, the highest 

since October of 2020. On a monthly basis, consumer prices were up by 0.6%, after a 0.5% increase in November. Fuel was 

again a large contributor, along with food and housing (courtesy of the quarterly rental survey that showed a faster rise than 

earlier in the year). The higher-than-expected CPI print adds to the case for a SARB rate hike next week (25bpts). 

Furthermore, given a deteriorating outlook for consumer inflation, we predict 3 further 25bps hikes this year (100bps in total). 

This is a much less aggressive outlook than the 200bps worth of hikes in 2022 currently priced in by the domestic money 

market.   

Real retail trade sales rose by 3.3% y-o-y in November, well above market expectations. Most of the improvement was due 

to a 10.3%y-o-y rise in the sales of textiles, clothing, footwear and leather goods (contributing 1.8%pts to annual growth). 

Seasonally adjusted retail trade sales increased by 1.9% m-o-m in November. This followed monthly changes of -1.3% in 

October and 5.2% in September. Black Friday sales are likely to have had an impact on November retail activity both on a 

yearly and monthly basis. Due to tighter lockdown restrictions in 2020, Black Friday sales were muted. Looking ahead, the 

further relaxation of lockdown restrictions and increased vaccination rates should support retail sales. However, consumers’ 

disposable income is also expected to come under pressure, amongst other factors as the lending rate ticks higher through 

the year. Despite a largely flat m-o-m reading, wholesale trade sales increased by 5.5% y-o-y in November, the highest 
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figure since June 2021. Meanwhile, motor trade sales at current prices surged by 13.7% y-o-y in November. There were 

increases across the board. Fuel sales (22.8%), sales of accessories (12.2%), used vehicle sales (11.6%) and new vehicle 

sales (10.8%) all rose.  

Finally, mining production increased by 5.2% y-o-y in November, after an upwardly revised 2.2% rise in October. The 

largest positive contributors were PGMs (up by 38.1% and contributing 7.7% pts) and iron ore (9.3% and 0.8% pts). 

Conversely, coal was a significant negative contributor, after production decreased by 7.9% y-o-y (shaving 2.2% pts off the 

annual figure). In addition, gold production fell by 0.7% y-o-y, the third consecutive decline. On a monthly basis, seasonally 

adjusted mining production shrank by 2.2%. Mineral sales at current prices, however, increased by 22.2% y-o-y in November. 

 

International: Inflation continues the ascent in the Eurozone (EZ) and UK 

Annual consumer inflation in the EZ reached a record high of 5% in December, driven mostly by the rising cost of energy. On 

a monthly basis, inflation was steady at 0.4%. Meanwhile, analysts became more optimistic about the prospects of the EZ 

economy, as indicated by the ZEW economic sentiment index that jumped from 26.8 in December 2021 to 49.4 in January, 

the highest in six months. The main reason for the uptick is the expectation that COVID-19 cases will fall significantly by early 

summer. 

In the UK, annual consumer inflation also rose to a near three-decade high in December of 5.4%, from 5.1% in November. 

Besides energy costs, supply chain disruptions also contributed to the inflation acceleration. Of concern is core inflation 

(headline inflation excluding food and energy) which quickened to 4.2% y-o-y in December. This suggests that inflationary 

pressures are becoming more intrinsic and potentially less “transitory”. Monthly core inflation was up 0.5% in December. 

On Tuesday, the Bank of Japan held its key policy interest rate steady at -0.1%, as expected. Even though the bank raised 

its inflation forecast slightly, it stressed that it would keep monetary policy very loose despite various other central banks who 

have either started or signalled the imminent start of a tightening cycle.  

A rare exception from the tightening bias is the People’s Bank of China that cut its key one-year policy rate for a second 

consecutive month from 3.8% to 3.7%. The decision was motivated by a combination of factors, including the rising COVID-

19 infection rates in China, as well as a downturn in the property sector and softer (annual) real GDP growth in 2021Q4. 

Annual consumer inflation was at a moderate 1.5% in December, giving the Bank leeway to reduce interest rates. 
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The week ahead  

 

 

 

 

Date Event Previous Consensus 

Monday (24 Jan) EZ;UK: Flash Composite PMI Output Index (Jan) 53.3; 53.6 52.6; 54 

Monday (24 Jan) US: Flash Manufacturing PMI (Jan)  57.7 56.7 

Wednesday (26 Jan) US: Fed interest rate decision 0.25% 0.25% 

Thursday (27 Jan) SA: Producer inflation (Dec) 9.6% y-o-y 10.2% y-o-y 

Thursday (27 Jan) SA: SARB interest rate decision 3.75% 4.0% 

Thursday (27 Jan) US: GDP, advanced estimate (2021Q4) 
2.3% q-o-q 
annualised 

5.3% q-o-q 
annualised 

Friday (28 Jan) US: Personal income (Dec) 0.4% m-o-m 0.5% m-o-m 

Friday (28 Jan) US: PCE inflation (Dec) 
0.6% m-o-m 
5.7% y-o-y 

0.5% m-o-m 
5.8% y-o-y 

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


 

 

 

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

Copyright & Disclaimer 
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. 

 

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

