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The week in perspective: SA rating outlook upgraded; SARB hikes by 50bps 

Friday night saw some unexpected good news on the local front with ratings agency S&P 

Global upgrading the outlook on SA’s sovereign rating from stable to positive. S&P cited 

the improved fiscal picture as well as the expectation that SA’s current account will remain 

in surplus for a third year as key reasons for the change in outlook. The agency did, 

however, flag that (fiscal) risks remain and that, while some improvement with reform 

targets has been made, the economy is still held back by structural constraints. While all 

three major agencies have a sub-investment rating assigned to SA’s debt, the risk of 

further downgrades has been removed with the ratings from Fitch and Moody’s on a stable 

outlook.  

The main scheduled event during the week was the policy rate announcement by the SA 

Reserve Bank (SARB). As expected, the SARB decided to increase the repo rate by 50 

basis points (bps). However, the voting split and more hawkish tilt of the commentary in 

the Q&A session following the session was noteworthy. Depending on how the data turns 

out (and the behaviour of the rand exchange rate), another 50bps increase may be on the 

cards for July – see domestic section for more. The domestic section also unpacks inflation 

data for April and the latest batch of internal trade data for March. The releases suggest 

that despite weaker March data, the broader trade sector is likely to contribute positively to 

Q1 GDP growth.  

Meanwhile, as flagged last week, pressure continues to build on Q2 GDP. There was a 

continuation of varying levels of load-shedding. Worryingly, day-time stage 4 load-

shedding was implemented on Saturday, with further (evening) load-shedding expected 

this week. Sadly, parts of KwaZulu-Natal again saw heavy rains over the weekend, 

potentially worsening infrastructure damage from the April floods. Furthermore, the strike 

at Sibanye-Stillwater also dragged on for another week. Remarkably, Mineral Resources 

and Energy Minister Gwede Mantashe said that his department may look into removing the 

gold miner’s license as they are not ‘actively’ conducting mining. For now, the company is 

sticking to its lock-out policy. A near-term resolution remains doubtful, which means that 

the strike will continue to weigh on SA’s gold mining output and revenue generated by the 

sector (in the form of exports and tax receipts), but perhaps hurts the striking workers 

losing out on their salary most directly. Worryingly, workers at ArcelorMittal have also 
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downed tools since last week, while workers at the SA Revenue Service (SARS) are threatening to go on strike from 

Wednesday. 

The international data releases were a mixed bag last week, but the higher-than-

expected consumer inflation print in the UK was yet another sign of rapidly rising global 

price pressures. Even in Japan, a country which has struggled with no or low inflation 

for years, inflation rose above target in April. Concerns about rising global inflation and 

the magnitude of monetary tightening required to rein this in sent global equity 

markets sharply lower at the start of the week. US stock markets booked huge losses 

as leading retailers warned that rapidly increasing pressure on their margins meant that 

they had to push up prices further. At one stage on Friday, the S&P 500 in the US was 

trading 20% lower than its high in January, meeting the official definition of a bear 

market. However, the index recovered later in the day. Other global stock markets 

rebounded on Friday following monetary policy easing by the Chinese central bank. The 

JSE failed to track global markets higher on Friday and ended the week 1.6% down as 

industry heavyweight Richemont fell by close to 13% on the day after announcing it 

would suspend operations in Russia and warned about the ‘unsettled’ global 

environment. Amid a generally weaker US dollar, the rand exchange rate appreciated against the greenback. The gold price 

benefitted from the weaker dollar and rose last week.  

The oil price shrugged off concerns about global growth and rose on supportive oil market fundamentals as the US heads into 

the summer driving season when oil demand normally peaks. Some tentative signs of easing virus outbreaks in China was 

another supportive factor for the oil price, possibly quelled by Shanghai finding its first COVID case outside of quarantine late 

in the week.  

Week ahead: global flash PMIs in focus; second estimate US GDP 

In a relatively quiet week on the local front, with the producer price inflation print for April the most important release from 

Stats SA, the focus will be on global data this week. Most importantly, the slew of flash PMI figures on Tuesday will provide an 

update on developments in the services and manufacturing sector of the key developed countries in May. Minutes of the US 

Fed’s latest interest rate decision (when they hiked the rate by 50bps) will be out on Wednesday and will be scrutinised for 

any detail on what might make the Fed reconsider the pace of its planned hiking cycle going forward. The US will also publish 

its second estimate of Q1 GDP on Thursday. Following the first estimate’s unexpected quarterly decline in GDP, there will be 

Weekly Key Indicators   

  Close w-o-w 

R/$ R15.89 -1.8% 

R/€ R16.77 -0.3% 

R/£ R19.81 0.2% 

$/€ $1.06 1.6% 

Brent (1-month) $112.55 0.9% 

Gold $1 844 1.6% 

Platinum $960 1.8% 

JSE ALSI 67 575 -1.6% 

10y gov. bond 9.76 -23bps 

FRA (1x4)* 4.98 6bps 

*Forward rate agreement  
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more attention than usual on this figure to see whether there might be any revisions to the first estimate (as we have seen in 

the past).  

 

Recruitment: 2023 Economist Internship Programme  

The BER and the South African Reserve Bank (SARB) have started recruitment for the 2023 economist internship programme 

at the BER. The primary objective of the internship programme is to provide practical training to appropriately qualified 

graduates so that they are able to function as economists in the private and/or public sector. The successful candidates will 

work alongside BER economists for one year to gain experience in all the aspects of business orientated macroeconomic 

analysis before continuing their employment at the SARB.  

Please click here for more information and to apply online.  

 

Domestic: SARB ups the ante with a 50bps hike; internal trade sectors set to boost 2022Q1 GDP  

On Thursday, the SARB’s MPC announced a 50bps hike in the repo rate, taking the policy rate to 4.75%. The latest decision 

was in line with our expectation, albeit that we were leaning towards a closer outcome than what the eventual 4-1 MPC vote 

split implied. In its statement, the MPC noted that the combination of short-term factors such as the KZN flooding, and long-

term constraints, such as unreliable electricity supply, will weigh on the SA economy. Against this backdrop, the SARB 

downwardly revised its GDP forecast to 1.7% (from 2.0%) for 2022. However, the upward adjustment to the SARB’s inflation 

outlook, and upside risks, justified the 50bps increase. Although the headline CPI inflation forecast for 2022 was only revised 

up marginally to 5.9% (from 5.8% in March), the SARB now sees greater persistence in headline inflation staying above the 

preferred midpoint (4.5%) of the target range. Indeed, the revised forecast is for headline CPI to average 5% in 2023, up 

notably from the 4.6% projected in March. The upside risks to inflation and the robust comments in the Q&A mean that a 

50bps rate hike at the next (July) MPC meeting cannot be ruled out. For a more detailed comment, clients can click here. 

Staying on inflation, according to Stats SA, headline consumer prices rose by 5.9% y-o-y in April, unchanged from March 

and in line with market expectations. Inflation thus stayed uncomfortably close to the upper bound (6%) of the SARB’s target 

band. The main contributors to the annual increase were transport (up by 14.7% y-o-y and contributing 2% pts), housing and 

utilities (4.8%; +1.2% pts); and food and non-alcoholic beverages (6.0%; +1.0% pts). Core inflation, which excludes food 

and energy costs, rose by 3.9% y-o-y in April from 3.8% in March. On a monthly basis, consumer prices increased by 0.6% in 

April. With a huge petrol price hike of potentially more than R3.50/litre likely in June, the rise in headline CPI could peak at 

around 7% y-o-y next month.  
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Stats SA also released a host of data for March 2022, providing some insight into the production-side dynamics of 2022Q1 

GDP. Annual real retail trade sales rose by 1.3% in March. Most of this improvement was due to the 1.9% y-o-y rise in sales 

of general dealers (contributing +0.9% pts), while retailers of pharmaceuticals and cosmetics booked the fastest increase 

(6.2% y-o-y). Seasonally adjusted (sa) retail sales expanded by 1.9% q-o-q in 2022Q1, despite a 0.3% m-o-m contraction in 

March. Real wholesale trade sales rose by 2.6% y-o-y in March, down from 7.2% y-o-y in February. On a monthly basis, 

wholesale trade sales (sa) contracted by 1.1% in March, but still registered a 3.8% q-o-q improvement in 2022Q1. Finally, 

motor trade sales at current prices rose by 13.7% y-o-y in March. The largest annual growth sales were recorded for fuel 

(20.2%) and new vehicles (16.8%). Seasonally adjusted motor trade sales rose by 1.0% m-o-m and 5.2% q-o-q in 2022Q1.  

The latest set of data suggest that the broader internal trade sector is set to make a notable positive contribution to quarterly 

real GDP in 2022Q1. 

 

International: UK inflation hits a fresh multi-decade high 

In the UK, headline consumer price inflation jumped to 9% y-o-y in April from 7% in March. The 40-year high inflation 

figure is now more than four times the Bank of England’s 2% inflation target. The biggest driver was the housing and utilities 

index which accelerated by 19.2% y-o-y on the back of higher gas (95.5%) and electricity (53.5%) prices. The pick-up in 

utilities can be ascribed to the 54% rise in the energy price cap (starting in April) set by the UK’s energy regulator. As a 

result, monthly inflation increased by 2.5% in April - the biggest monthly rise in more than 30 years. Worryingly, underlying 

inflation is also high, with core inflation up to 6.2% y-o-y from 5.7% in March. Fittingly, consumers turned even more 

pessimistic. The UK GFK consumer confidence index reached a new low of -40 in May from -38 in April. Consumer 

confidence is now lower than the previous trough of -39, which was recorded during the darkest days of the 2008 global 

financial crisis. 

In better news from across the Atlantic, US industrial production increased by 6.4% y-o-y in April, up from 5.4% the 

month prior. In April alone, seasonally adjusted (sa) industrial output rose by 1.1%. There was widespread growth across all 

three major industry groups. In trying to meet consumer demand, total industry capacity utilisation improved to 79.0% in 

April, up from 78.2% in March.  

Moving to Asia, preliminary estimates showed that the Japanese economy contracted by 0.2% q-o-q in 2022Q1, from a 

0.9% q-o-q increase in 2021Q4. This was mainly on account of subdued private consumption (0.1% q-o-q) as the economy 

was hit by a rapid rise of Omicron infections in the early stages of the year. Interestingly, consumer price inflation rose to 
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2.5% y-o-y in April (core at 2.1%), up from 1.2% in March and due to a combination of high global inflation and a weak 

currency. This, however, is unlikely to deter the Bank of Japan from continuing with their easy monetary policy strategy. 

Following the poor set of data releases early in the week (see last week’s weekly review for the details), the People’s Bank 

of China (PBoC) announced a 15bps cut to its mortgage lending rate, to 4.45%. The cut was expected, but the magnitude 

was larger than anticipated. The cut is the latest policy intervention to prop up the struggling real estate industry.  

 

The week ahead \ 

n/a

Date Event Previous Consensus 

Monday (23 May) DE: Ifo business climate index (May) 91.8 91.3 

Tuesday (24 May) EZ, UK: S&P Global composite PMI (May, prelim.) 55.8; 58.2 55; 56.5 

Tuesday (24 May) US: S&P Global manufacturing PMI (May, prelim.) 59.2 57 

Wednesday (25 May) US: Durable goods orders (Apr) 1.1% m-o-m 0.6% m-o-m 

Wednesday (25 May) US: FOMC minutes n/a n/a 

Thursday (26 May) SA: Producer inflation (Apr) 11.9% y-o-y 12% y-o-y 

Friday (27 May) US: PCE price index (Apr) 
6.6% y-o-y;  

5.2% y-o-y (core) 
6.2% y-o-y; 

4.9% y-o-y (core) 
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