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The week in perspective: Renewed domestic food price concerns  

A key theme on the domestic economic front last week was rising concerns about upside 

risks to the near-term outlook for consumer inflation. This was fuelled by a second 

consecutive month where producer inflation (PPI) rose significantly more than expected. 

The details on the April PPI figures are provided in the domestic section. Earlier in the 

week, Tiger Brands, SA’s largest food producer, cautioned that sustained high input costs 

have now forced the company to pass on these costs to their customers (the retail chains). 

Importantly, the company flagged that double-digit price increases across its range of 

products (including bread, sweets, peanut butter and tomato sauce) are on the cards in the 

next six months.  

The accompanying chart shows 

the current notable divergence 

between food price pressures at 

the start of the supply chain 

(measured by the PPI) and at the 

consumer level. Indeed, the gap 

between the rise in manufactured 

food prices and consumer food 

costs was at an all-time high in 

April. Based on the recent 

comments from food producers, 

the gap is likely to close in 

coming months. While an easing of pipeline food price pressures could support the 

narrowing of the gap, higher consumer food prices will also contribute to this. Along with a 

huge petrol price hike this week (an official government announcement on the exact 

magnitude is imminent after officials from National Treasury and the Department of 

Minerals and Energy met over the weekend to fine-tune proposals to limit the increase), 

the passthrough of input costs to higher consumer food prices suggests that overall 

headline CPI inflation could average above 6% in 2022. In our April forecast update, 
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headline CPI was projected to average 5.7% in 2022. Further bad news for 

the short-term inflation outlook was the more than 6% rise in the 1-month 

Brent crude oil futures price last week (more on this below).  

On a more positive note, SA seems to have passed the peak of the fifth 

wave of COVID-19 infections. As shown in the chart, relative to the earlier 

waves, the fifth wave was much more muted in terms of infections. As a 

result, and also because of high natural immunity and (slowly) rising rates of 

vaccination, hospitalisations and deaths were also more subdued. This is in 

line with our baseline view that future waves should be much less severe 

than especially the Delta wave in mid-2021.  

In financial markets, global risk sentiment improved notably last week, with global stock markets and the JSE Alsi up 

sharply, while the US dollar was weaker against the euro. In the US, the S&P 500 rose 6.6% during the week, the first weekly 

gain following seven weeks of declines. Given the extent of stock market declines so far in 2022, a short-term bounce is not 

that surprising.  

On Friday, sentiment was boosted by sustained robust US consumer spending in April. However, the underlying investor 

concern about high global inflation and slowing GDP growth as central banks normalise monetary policy has not gone away. 

For one, it remains unclear for how long consumers in the US can continue to draw down 

on savings to support spending. Indeed, the US household saving rate declined to 4.4% 

in April, below the pre-COVID trend and the lowest since 2008.  

Global currency markets were driven by comments in a blog post by European Central 

Bank President (ECB) Christine Lagarde in which she provided rare explicit forward policy 

guidance. By saying that the Eurozone policy rate was likely to be positive (currently at -

0.5%) by the end of 2022Q3, Lagarde implied that the ECB would start an interest rate 

hiking cycle in July. These comments supported the euro, with the US dollar falling to a 

1-month low versus the single currency. The softer dollar meant that the rand had a solid 

week, gaining 2% versus the greenback. The weaker dollar may also help to explain the 

modest rise in the gold price. The rand posted broad-based gains last week, also 

strengthening against the euro and pound. This was most likely driven by the improved 

Weekly Key Indicators   

  Close w-o-w 

R/$ R15.57 -2.0% 

R/€ R16.67 -0.6% 

R/£ R19.64 -0.9% 

$/€ $1.07 1.4% 

Brent (1-month) $119.43 6.1% 

Gold $1 852 0.5% 

Platinum $955 -0.5% 

JSE ALSI 70 485 4.3% 

10y gov. bond 9.72 -4bps 

FRA (1x4)* 4.99 1bps 

*Forward rate agreement  

Source: NICD 
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global risk sentiment. In energy markets, the oil price was up notably as US gasoline and crude oil stockpiles moved lower 

ahead of the summer driving season when US demand for gasoline tends to peak.  

Week ahead: Barrage of domestic data releases  

It will be a packed week on the domestic data front with the last batch of April data released, as well as the first set of 

numbers for May. On the latter, the two SA Purchasing Managers Indices (PMIs) and naamsa vehicle sales will be in focus. Of 

importance will be whether the PMIs, especially the Absa manufacturing PMI, recovers after the sharp decline in April. Local 

labour data will also garner attention when Stats SA releases the Quarterly Labour Force Survey (QLFS) tomorrow. Apart 

from the data releases, the strike at the SA Revenue Service and the ongoing industrial action in the gold mining sector will 

also be closely followed this week. Globally, attention will also be focused on labour market news when the US releases the 

all-important monthly jobs data (non-farm payrolls) on Friday. The table at the end of the report provides a summary of the 

consensus expectation for the key SA and global data releases.    

 

Recruitment: BER/SARB 2023 Economist Internship Programme  

Please click here for more information and to apply online.  

 

Domestic: Headline PPI soars above market forecasts 

According to Stats SA, annual producer price inflation for final manufactured goods accelerated to 13.1% in April, up from 

11.9% in March. The headline figure was above the consensus forecast of 12% y-o-y and was once again driven by the coke, 

petroleum and chemicals category (28.4% y-o-y; contributing +6.9% pts). Also adding to the headline figure, food and 

beverage prices rose by 8.3% y-o-y (+2.2% pts) while metals, machinery and equipment climbed by 14.1% (+2.1% pts). On 

a monthly basis, producer price inflation increased by 1.8% in April following a record 2.5% m-o-m rise registered in March. 

This was due to a slower increase in petrochemical costs (4.4% vs 6.2%) and a deceleration of oils and fats price increases 

within the PPI food category (8.8% vs. a massive 27.3% in March). The outlook for domestic producer prices remains grim as 

manufacturers continue to face higher input costs (including higher commodity prices) and supply chain bottlenecks. 

The composite leading business cycle indicator of the SA Reserve Bank increased by 0.6% m-o-m in March, following a 

0.1% fall in February. In terms of the 11 underlying components, six contributed positively, three negatively and two were 

unavailable. Improvements in the commodity price index and real M1 money supply growth were enough to offset a lower 
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rate of growth in job adverts and contractions in the interest rate spread. On an annual basis, the leading indicator displayed 

diminishing base effects, increasing by 0.5% following a 5.8% and 3% rise in January and February respectively. 

 

International: PMI output indices dip, while price pressure remains elevated 

The S&P Global flash Eurozone (EZ) PMI composite output index 

eased to a 2-month low of 54.9 in May – see table. In the services 

sector, tourism and recreational activity businesses still reported 

strong demand, but financial and industrial services experienced a 

weaker expansion. For manufacturers, the war in Ukraine and 

China’s lockdowns exacerbated existing supply chain pressures, 

resulting in longer delivery times and backlogs of work. Input cost inflation eased only slightly in May, remaining close to a 

record high amid soaring energy prices, rising wage pressures and high transport costs. Business optimism deteriorated due 

to concerns about high inflation and supply constraints. In contrast, economic sentiment in Germany improved during May. 

Germany’s ifo business climate index unexpectedly rose to 93.0 in May from an upwardly revised 91.9 in April and market 

expectations of 91.3. It must be noted that the expectations component remains depressed at levels last seen at the start of 

the pandemic, and that the improvement in the overall index was due to current conditions being assessed as better than 

before. Germany’s Gfk consumer confidence index also edged up, to -26 in June from -26.6. Despite moderate gains, the 

Ukraine war and soaring inflation continue to weigh heavily on German consumer sentiment.   

In the UK, the flash S&P Global/CIPS PMI composite output index plunged to a 15-month low of 51.8 in May from 58.2 in 

April. The service sector was the key driver behind the slowdown as businesses cited soaring inflationary pressures and 

geopolitical uncertainties as factors constraining client demand. Input inflation hit a fresh survey record, largely driven by 

higher energy costs and wage bills. Manufacturers also reported a steep drop in export orders (largest drop since June 2020), 

with some respondents flagging Brexit-related trade frictions. 

Across the Atlantic, the flash US S&P Global composite PMI slipped to 53.8 in May. Rising input costs and higher interest rates 

were a concern to both manufacturing and service providers. Despite this, business confidence remained relatively upbeat as 

the respondents expected ongoing sales growth and amid hopes that investments in local supply chains would alleviate 

bottlenecks.  

Output 
index Composite Manufacturing Services 

  Apr May Apr May Apr May 

EZ 55.8 54.9 50.7 51.2 57.7 56.3 

UK 58.2 51.8 53.8 54.6 58.9 51.8 

US 56.0 53.8 57.6 55.2 55.6 53.5 

Source: S&P Global 
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Staying in the US, minutes of the recent Federal Open Market Committee (FOMC) meeting pointed out that many US central 

bank (Fed) officials want to raise the policy interest rate by 50 basis points for the next couple of meetings in a belated effort 

to tackle soaring inflation. This would be in line with the Fed’s goal of moving the monetary policy stance towards a neutral 

stance ‘expeditiously’. According to some members, depending on the evolving inflation outlook, a more restrictive policy 

stance might be appropriate. Speaking of inflation, the US personal consumption expenditure (PCE) price index rose by 6.3% 

y-o-y in April, a faster-than-expected gain albeit that the rate of increase slowed compared to March. Core PCE inflation 

climbed to 4.9%. Finally, the annualised (second) estimate of US GDP showed a slightly deeper contraction of 1.5% q-o-q 

(previously estimated at -1.4% q-o-q) in 2022Q1. 

 

The week ahead \ 

n/a

Date Event Previous Consensus 

Tuesday (31 May) CN: NBS Manufacturing PMI (May) 47.4 48.9 

Tuesday (31 May) SA: Private sector credit (Apr) 5.9% y-o-y 5.7% y-o-y 

Tuesday (31 May) EZ: Consumer inflation (May, flash) 7.4% y-o-y 7.7% y-o-y 

Tuesday (31 May) SA: Unemployment rate (2022Q1) 35.3% 35.1% 

Wednesday (1 Jun) CN: Caixin manufacturing PMI (May) 46.0 49.6 

Wednesday (1 Jun) SA: Absa manufacturing PMI (May) 50.7 n/a 

Wednesday (1 Jun) SA: naamsa new vehicle sales (May) 3.3% y-o-y 4.4% y-o-y 

Wednesday (1 Jun) US: ISM manufacturing PMI (May) 55.4 54.5 

Thursday (2 Jun) SA: S&P Global PMI (May) 50.3 n/a 

Friday (3 Jun) US: Unemployment rate, nonfarm payrolls (May) 3.6%; +428k 3.5%; +325k 

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/

