
 
Weekly Review 

; 
The week in perspective: Even as war rages on, some relief on energy prices 
With global headlines still dominated by the war in Ukraine, there were some decent data 

releases on the pre-war state of the local economy in 2022Q1 (see domestic section for the 

details). However, besides the likely adverse spillover effects from the war on the real 

economy, the temporary implementation of stage 4 load-shedding last week again 

highlighted the domestically-driven downside risks to SA real GDP growth we have often 

flagged. On a positive note, after multiple delays over a decade, the Communications 

Authority of SA (Icasa) finally auctioned off high-demand spectrum last week.  

In terms of the major feedthrough of the Ukraine 

crisis to the global economy, i.e., much higher energy 

and agricultural commodity prices, there was some 

relief in the latter part of last week. Oil prices and US 

wheat futures (-8.5%) both ended the week lower, 

with the 1-month Brent crude oil future down by 

more than 4%. The prices of oil, and commodities in 

general, remained volatile. Early in the week, oil 

prices surged even higher towards $140/bbl after 

reports emerged that the US and European allies 

were discussing a ban on oil imports from Russia. In 

the end, while the US announced an immediate ban, 

the UK said it would phase out Russian oil imports by 

the end of this year. At the same time, the European 

Union announced plans to, within a year, reduce its reliance on Russian gas imports by 

two-thirds. It remains to be seen whether alternatives for Russian gas can be found in such 

a relatively short space of time. On Wednesday, the oil price declined sharply by more than 

10% after the United Arab Emirates (UAE) said it would encourage fellow OPEC members 

to raise oil output. The oil price is likely to remain volatile in the near term. Given the 

uncertain outlook for energy prices, there are several scenarios for the domestic inflation 

outlook. Clients who missed our comment on this last week can find it here.  

On the currency front, the strong US dollar rally against the euro in recent weeks paused 

last week. This provided further support to the rand exchange rate, which gained against 
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the dollar, euro and pound. The local currency continues to be supported by the view that the sharp war-induced rise in some 

of SA’s key export commodities, including coal, palladium and gold, will shield the current account against the impact of the 

higher oil price. In fact, given the magnitude of the relative commodity price increases and the weights of these commodities 

in SA’s import and export basket, the current account may even benefit. This is different to other emerging markets like 

Turkey and India who, like SA, are net oil importers and will see their import bills skyrocket, but do not receive a benefit from 

higher export commodity prices. From this perspective, the rand could remain well supported in the near term.  

Week ahead: More Q1 SA data; global central banks again in focus  

Domestic data releases this week include January figures for retail (Wednesday), wholesale and motor trade sales (both 

Thursday). From a 2022Q1 GDP perspective, it will be important to see whether the consumer-focused sectors of the economy 

matched the solid start to the year in the industrial (mining and manufacturing) sector. Perhaps the most interesting domestic 

data release will be the 2022Q1 FNB/BER consumer confidence index. Responses to this survey were received up to 4 

March. Therefore, this will be the first data that provides an indication of whether local sentiment has been impacted by the 

Russian invasion of Ukraine.  

Besides the Ukraine crisis, the global focus will be on key central bank meetings. The US Federal Reserve Bank (Fed) is widely 

expected to kick-off a policy rate hiking cycle on Wednesday with a 25bps increase. On Thursday, the Bank of England (BoE) 

is forecast to also hike their policy rate by 25bps. This will be the third meeting in a row where the BoE raises the policy rate. 

On Friday, the Bank of Japan (BoJ) is expected to keep its main monetary policy settings unchanged.  

Please note: due to Human Rights Day on Monday 21 March, the next BER Weekly will be released on Tuesday (22 March).  

 

Domestic: GDP recovery remains incomplete; pre-war business sentiment lifts 
Stats SA reported that GDP expanded by 1.2% q-o-q (seasonally adjusted, sa) in 2021Q4, not fully recovering from the 

COVID third wave and July riot-induced 1.7% decline during Q3. Agriculture, manufacturing, trade, transport and personal 

services expanded on a quarterly basis. Mining, electricity, construction, government and, somewhat surprisingly, the financial 

sector contracted. From the demand side, growth was mostly due to higher household consumption expenditure, higher 

exports and an uptick in fixed investment. However, a sharp rise in imports more than neutralised the sharp increase in 

exports. Compared to a year ago, GDP was 1.8% larger, though still 1.7% below the pre-pandemic level in 2019Q4. For the 

full year of 2021, GDP expanded by 4.9%, compared to the pandemic-induced contraction of 6.4% in 2020. For a more 

detailed analysis, clients can follow this link.  
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Looking forward, the improvement in the 2022Q1 RMB/BER Business 

Confidence Index (BCI) suggests that GDP growth retained some 

momentum at the start of the year. The index rose from 43 to 46 points. 

The latest reading is encouraging as it equals the BCI’s long-term average 

and is a far cry from the low of 5 recorded at the height of the COVID-19 

pandemic in 2020. However, this largely reflected business confidence just 

before Russia invaded Ukraine, the oil price jumped to nearly $140/barrel 

at one stage and before Eskom re-introduced (stage 4) load-shedding. 

Hopefully, the spike in export commodity prices will soften the impact of 

the Russia-Ukraine war on business confidence in SA somewhat (although 

we do not survey the mining sector). For the full press release, click here. 

 

The first data for mining and manufacturing production volumes also points to a good start to the first quarter for the SA 

economy. Mining output, which contracted in 2021Q4 amid very poor November and December readings, expanded by 5.4% 

m-o-m (sa) in January (0.1% y-o-y). This was mostly on account of the higher production of precious metals and coal. 

Manufacturing output continued to grow from the fourth quarter, up by 1.9% m-o-m in January (+2.9% y-o-y). While 

January and February look to have seen solid SA growth momentum, March is set to be worse. Load-shedding, the start of a 

strike at Sibanye’s SA gold mining operations and the likely hit to confidence from the war in Ukraine should weigh on activity.  

Finally, the SA Reserve Bank published the current account data for 2021Q4. The surplus on the account narrowed to 1.9% 

of GDP in Q4 from 3.5% in Q3. The narrowing was mostly due to a significant increase in merchandise imports, both in terms 

of volumes and value (higher prices). In the case of merchandise exports, volumes increased, but lower prices muted the 

value increase. For the full year, the surplus doubled relative to 2020 to a record value of R227 billion (3.7% of GDP) in 2021. 

 

International: Russia-Ukraine war takes the spotlight in ECB monetary policy statement 
The European Central Bank (ECB) kept its policy rate unchanged at 0%. As expected, the Bank’s statement focused on 

Russia’s invasion of Ukraine and the risks to the European economy. The Governing Council noted that the Russia-Ukraine war 

will have a material impact on economic activity and inflation through higher energy and commodity prices, the disruption of 

international commerce and weaker confidence. In addition, the ECB expressed its full support to the people of Ukraine and 

promised to ensure smooth liquidity conditions and to implement the sanctions decided by the European Union. The Bank 

revised its GDP forecast downwards to 3.7% in 2022 from 4.2% previously forecasted. Not only are energy prices expected to 
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be higher, but inflation has continued to surprise on the upside and price rises have also become more broadly based. As 

such, the baseline inflation forecast was revised significantly upwards, with annual inflation now seen at 5.1% in 2022, from 

3.2% expected in December. Indeed, with concerns about higher inflation outweighing worries about growth (for now), the 

ECB accelerated its planned exit from extraordinary stimulus measures by bringing forward the end date of its asset purchase 

programme (APP) to Q3. However, the Governing Council noted that any adjustments to the policy rate will take place 

sometime after the end of the net purchases under the APP and will be gradual. This implies that, at this stage, the ECB is 

unlikely to hike the policy rate before September 2022.   

Across the Atlantic, the US annual inflation rate accelerated further to 7.9% in February, the highest since the first month 

of 1982. Energy remained the biggest contributor to the overall inflation print, rising by 25.6% y-o-y off the back of a 38% y-

o-y increase in gasoline prices. In addition, food prices rose by 7.9% y-o-y, the largest increase since 1981. Core inflation, 

which excludes volatile energy and food prices, also rose to a near 40-year high of 6.4% y-o-y in February. Inflation mainly 

accelerated for shelter (4.7% vs 4.4%); new vehicles (12.4% vs 12.2%); and used cars and trucks (41.2% vs 40.5%). 

Ominously, the effects of the Russia-Ukraine war will likely see the US inflation rate rise even higher as energy costs have 

skyrocketed in recent weeks.  

In the first indications of how US consumer sentiment is being impacted by the war in Ukraine, the University of Michigan’s 

index of US consumer sentiment fell to 59.7 (from 62.8) in the March preliminary report. The reading was below consensus 

expectations and the lowest since 2011. The survey compilers said that about a quarter of survey respondents spontaneously 

mentioned the Ukraine invasion when answering questions about the economic outlook. The survey further showed that 

median inflation expectations over the next year rose to 5.4%, the highest level since 1981.  

Moving to China, annual inflation held steady at 0.9% y-o-y in February. Food prices decreased by the most in five months 

(-3.9%) amid a steeper decline in pork prices. Meanwhile, non-food inflation was little changed (2.1% vs 2.0%). Healthcare 

and housing costs remained stable, while inflation for transport and communication (5.5%); household goods and services 

(2.5%); and clothing (0.6%) all accelerated. On a monthly basis, consumer prices rose by 0.6%, the most in four months, 

following a 0.4% rise in January and beating consensus of a 0.3% gain. For 2022, China’s inflation target is set at around 3%, 

the same as in 2021.  

Finally, China saw its biggest increase in COVID cases in two years over the weekend. Consequently, the government put 

about 17 million people under lockdown – including the southern tech hub of Shenzhen. While figures remain low relative to 

other countries, with 3 400 new cases nationwide, the highly transmissible Omicron variant and a spike in asymptomatic cases 

puts pressure on the efficacy of government’s ‘zero-COVID’ approach, especially in relation to its detrimental GDP impact.  
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The week ahead \ 

Date Event Previous Consensus 

Wednesday (16 Mar) SA: Retail sales (Jan) 3.1% y-o-y; 
1.5% m-o-m n/a 

Wednesday (16 Mar) US: Retail sales (Feb) 3.8% m-o-m 0.4% m-o-m 
Wednesday (16 Mar) US: Fed interest rate decision 0.25% 0.50% 
Thursday (17 Mar) SA: FNB/BER CCI (2022Q1) -9 n/a 

Thursday (17 Mar) SA: Wholesale & motor trade sales (Jan) 1.6% y-o-y & 
11.6% y-o-y n/a 

Thursday (17 Mar) UK: BoE interest rate decision 0.5% 0.75% 
Friday (18 Mar) JP: BoJ interest rate decision -0.1% -0.1% 
Friday (18 Mar) RU: Bank of Russia interest rate decision 20% n/a 
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