
 
Weekly Review 

 

The week in perspective: Positive tone in SA data but Eskom strikes again  

The first batch of SA activity data for 2022 indicated that the economy started the year on 

a solid footing. The Absa and Markit Purchasing Managers’ Indices (PMIs), as well as 

vehicle sales, rose in January (see the domestic section for details). In addition, the high 

frequency Google trackers for January indicated that mobility in SA was notably higher 

than during the corresponding month in 2021. Unfortunately, the gloss of these indicators 

was dampened when Eskom implemented stage 2 load-shedding on Wednesday, 

downgraded to stage 1 on Friday and suspended on Sunday. Load-shedding was required 

to replenish emergency reserves that were depleted amid several unplanned outages at 

Eskom’s coal-fired power stations. As outlined in the summary of our recent forecast 

update, load-shedding is expected to remain a feature of the SA economic landscape in the 

foreseeable future. This poses a major downside risk to the SA real GDP growth outlook.  

COVID-19 also remains a risk to the domestic growth outlook. On Friday, at a Department 

of Health briefing, it was revealed that the Omicron sub-variant BA.2 was responsible for 

about 20% of new coronavirus cases in January. The sub-variant appears to be even more 

transmissible than the original Omicron strain. Along with the reopening of schools, the 

emergence of BA.2 may help to explain the stalling in the rate of decline of new COVID-19 

cases in recent weeks. Looking forward, Minister of Health, Dr Joe Phaahla, said that a fifth 

wave of infections was expected as the country 

moves closer to winter. Depending on the 

emergence of new variants, the fifth wave could 

arrive even earlier.  

As expected, global financial market moves 

last week were dominated by key central bank 

meetings in the UK and the Eurozone (EZ). As 

outlined in the international section, whether it 

was in the voting behaviour of the interest rate 

setting committee, or comments from 

policymakers after the decision, both the Bank 

of England (BoE) and the European Central 

Bank (ECB) struck a more hawkish than 
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Weekly Key Indicators  

  Close w-o-w 

R/$ R15.51 -0.9% 

R/€ R17.74 1.5% 

R/£ R20.98 -0.1% 

$/€ $1.14 2.5% 

Brent (1-month) $93.27 3.6% 

Gold $1 804 1.1% 

Platinum $1 016 1.3% 

JSE ALSI 75 206 2.4% 

10y gov. bond 9.33 -10bps 

FRA (1x4)* 4.19 2bps 

*Forward rate agreement  
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expected tone. The ECB’s hawkish tilt came after an eye-popping (relative to expectations) flash EZ consumer inflation print in 

January. The inflation concerns and central bank hawkishness were reflected in currency and bond markets. The euro 

benefitted handsomely from the ECB’s more hawkish tone, gaining 1.5% versus the US dollar. While this helped the rand 

exchange rate recoup some of the previous week’s losses against the greenback, the local currency was weaker against the 

resurgent euro. In bond markets, the yields on longer-term UK and EZ government bonds moved higher during the latter 

part of the week. The US 10-year Treasury yield also jumped higher on Friday, driven by much stronger-than-expected US job 

numbers (the international section has the details) for January. The SA 10-year bond yield tracked the global moves higher 

towards the end of the week but still closed lower than the previous week. The local capital market may have been supported 

by the sustained outperformance in government revenue, which has improved the short-term outlook for public finances.  

Except for the German Dax that lost about 1.5% over the week, other major global stock markets ended the week in the 

black. The S&P 500 in the US was 1.5% higher, its best weekly performance so far in 2022. This was despite a more than 2% 

decline on Thursday when a disappointing trading update from Facebook owner Meta saw its share price crash by more than 

25%. Another noteworthy development was the further move higher in the oil price. In part, the latest rise came after the 

OPEC+ oil cartel refrained from ramping up oil production beyond a previously agreed schedule despite rising energy demand. 

A severe cold spell in parts of the US, which drove up the demand for heating oil, also supported the move in the key oil 

benchmarks to well above $90/bbl on Friday.  

The week ahead: SONA and November activity data  

SA mining and manufacturing output data for December (released on Thursday) will provide a further indication of the 

strength of the GDP recovery in 2021Q4 after the Q3 contraction. The major domestic event this week should be President 

Cyril Ramaphosa’s State of the Nation Address (SONA). In terms of the relevance to the economy, Ramaphosa may 

provide some hints of what to expect in the upcoming budget. In particular, we are likely to get a further indication on 

government’s plans to extend income support to the unemployed. A roadmap for the implementation of structural reforms in 

2022 may also be provided. In light of the return of load-shedding, the president will hopefully outline concrete steps to 

expedite the approval processes for new green energy investments.   

Globally, inflation will again be in focus with the release (Thursday) of the US consumer inflation (CPI) data for January. 

The market consensus is for the rate of increase in headline CPI to accelerate further to 7.3% y-o-y.  
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Domestic: PMI and vehicle sales data point to renewed momentum in January 

The manufacturing sector started the year off strongly. The Absa PMI rose to 57.1 index points in January, following a dip to 

54.1 in December 2021. The improvement in the headline PMI was to a large extent driven by a rebound in the business 

activity index. The forward-looking index (expected business conditions in six months’ time) painted an even more optimistic 

picture (see graph), rising to an almost four-year high of 71.3 points. For the 

full report, click here. The IHS Markit PMI, which surveys the manufacturing 

and non-manufacturing sectors, mirrored the trend observed in the Absa PMI. 

The headline PMI ticked up relative to December (although at 50.9 it is still 

well below the manufacturing PMI), while the forward-looking index was even 

more optimistic. Output expectations rose to their highest level since late 

2014. The increased optimism about future business conditions in both PMIs is 

likely due to the expectation that COVID-19 will be less disruptive to the 

economy in 2022.  

New vehicle sales data for January released by naamsa was also upbeat. 

Total sales rose by 19.5% y-o-y ( even up 2.4% compared to January 2020). Sales of passenger cars increased by a notable 

26.6% y-o-y (+3.3% from January 2020). The vehicle rental industry was responsible for 12.3% of total vehicle sales last 

month. This is another sign that the tourism sector is recovering, albeit tentatively. Less promising was the 9.3% y-o-y 

decline in vehicle exports during January. This is, however, expected to pick up through 2022 as major producers plan to 

introduce new models for the export market.  

Earlier in the week SARS released the external trade statistics for December. According to the release, the preliminary trade 

surplus for December 2021 stood at R30.18bn, with exports and imports up by 29.9% y-o-y and 34.2% y-o-y respectively. 

For the full year 2021, the surplus stood at a massive R440.75bn, almost double the R271.57bn in 2020. The large surplus on 

the trade account is expected to wane in 2022 as imports rise amid the high oil price and a modest recovery in fixed 

investment, while some of SA’s key export commodity prices come off the 2021 highs.  

 

International: BoE raises policy rate, Lagarde more hawkish as upside inflation surprises continue 

In the UK, the BoE’s Monetary Policy Committee voted (by a majority of 5-4) to increase the Bank Rate by 25bps, to 0.5% in 

its first back-to-back increase since 2004. Importantly, the four members in the minority preferred a 50bps hike. Policymakers 

also signalled that further modest tightening would be appropriate in coming months if the economy develops broadly in line, 

and inflationary pressures persist, as expected. The central bank expects inflation to increase further in coming months to 
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close to 6% y-o-y in February and March, before peaking at around 7.3% in April. CPI inflation is then projected to fall back to 

around the 2% target in two years’ time and to below the target in three years.  

In the Eurozone (EZ), the ECB kept the benchmark interest rate unchanged last week, as expected. However, the more 

important takeaway from the ECB was the notably greater caution from ECB president, Christine Lagarde, on the EZ inflation 

outlook. Amongst other comments, Lagarde mentioned in the press conference following the ECB decision that the Governing 

Council (the ECB rate setting committee) expressed ‘unanimous concern’ about fast-rising prices. Data released last week 

showed that annual consumer inflation in the EZ edged up to a record 5.1% in January, from 5.0% in December 2021 and 

soaring above the market consensus of 4.4%. Energy prices continued to buoy overall inflation, rising by 28.6% y-o-y. 

Crucially, whereas in December Lagarde was still pushing back firmly against talk of an ECB policy rate hike in 2022, she 

refused to rule this out last week. Even so, the ECB is still expected to lag the US Federal Reserve (Fed) in hiking the policy 

rate. A key reason for this is that underlying price pressures in the EZ (core CPI measured 2.3% y-o-y in January) remain 

significantly less elevated than in the US.  

Staying in the EZ, the preliminary GDP estimate showed that the economy expanded by just 0.3% q-o-q in 2021Q4. This is 

the slowest growth in three quarters as the omicron variant spread across Europe. Results were mixed amongst the largest 

members. In Germany, the economy shrank by 0.7% q-o-q, while a 0.7% quarterly expansion was recorded in France. The 

fourth quarter result means that for the full 2021, the EZ economy grew by a record 5.2%. However, this comes after a 6.4% 

contraction in 2020. The IMF expects EZ growth to slow to 3.9% in 2022, a downgrade from the previous forecast of 4.3%.  

In the US, total nonfarm employment rose by an unexpectedly large 467 000 in January, following a sharp upwardly 

revised 510 000 increase in December. This was significantly above market expectations of a 150 000 gain. Employment in 

the leisure and hospitality sector continued to recover, adding 151 000 jobs. However, employment in this sector remains 

10.3% below pre-COVID levels. There were also job increases in professional and business services (+86 000); retail trade 

(+61 000); transportation and warehousing (+54 000); and local government education (+29 000). Employment showed little 

change over the month in mining, construction, manufacturing, information, financial activities, and other services. In 

January, wages continued to rise at a rapid pace. Average hourly earnings for all employees on private nonfarm payrolls 

increased by 23 cents (0.7% m-o-m versus 0.5% expected) to $31.63. Over the past 12 months, average hourly earnings 

rose by 5.7%. Meanwhile, the unemployment rate ticked up marginally, from 3.9% to 4.0%.   
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The week ahead  

 

 

 

 

Date Event Previous Consensus 

Tuesday (8 Feb) US: Trade balance (Dec) -$80.2bn -$83bn 

Thursday (10 Feb) SA: Mining production (Dec) 5.2% y-o-y 4.2% y-o-y 

Thursday (10 Feb) SA: Manufacturing production (Dec) -0.7% y-o-y -0.8% y-o-y 

Friday (11 Feb) UK: GDP, preliminary (2021Q4) 1.1% q-o-q 1.1% q-o-q 
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