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South Africa October CPI

Another downside surprise in core CPI
CPI prints for October came in a little weaker than expected. Headline CPI inflation rose from 4.9% y/y to 5.1% due mainly to accelerating 
fuel price inflation of 22.8% y/y, up from 18.5% y/y in September. This is in line with our forecast but a touch below the consensus 
expectation of 5.2% y/y. Meanwhile, core CPI tracked sideways at 4.2% y/y, versus our and consensus expectation that it would rise a 
tenth of a point to 4.3% y/y. The weaker-than-expected core CPI print supports our view that the MPC will not hike rates tomorrow. 

Headline CPI rose marginally in October mainly on fuel prices. Ahead of tomorrow’s MPC rate decision, the October CPI data published this 
morning were broadly more contained than the market had expected. Headline CPI inflation came in at 5.1% y/y in October, up from 4.9% in 
September. The October print was lower than the Bloomberg consensus of 5.2% y/y, but in line with our forecast. The rise in headline CPI inflation 
was mainly due to the fuel prices, where inflation increased to 22.8% y/y in October from 18.5% in September. Stripping out fuel prices, the 
remaining 95.4% of the CPI basket registered an average inflation of just 4.2%, unchanged from August and September.

Core CPI came in weaker than expected and food prices have also been subdued. The below-expectations core CPI reading of 4.2% in October 
marked the ninth downside surprise in the core CPI print since October 2017. Core CPI has now tracked at or below the midpoint of the SARB’s 3-
6% target range for 13 consecutive months. Food price inflation was also well behaved in October, in contrast to some market commentary that 
food prices would begin accelerating. We had expected food price inflation to fall slightly from 3.9% in September to 3.8% in October but the final 
outcome was even lower at 3.4%. Price pressures were broadly contained in the food basket overall, with inflation of meat prices (the single largest 
group in the food basket) slowing further for the twelfth straight month to 4.0% in October from 4.7% in September. 

Figure 1: Another downside surprise for core CPI

Source: StatsSA, Absa Research

Figure 2: Food prices are behaving well so far but El Nino risks exist

Source: StatsSA, Absa Research

The SARB is unlikely to hike rates tomorrow. We believe today’s CPI release, coming on the heels of yesterday’s release from the SARB that 
showed another monthly decline in the leading business cycle indicator, should stay the SARB’s hand at tomorrow’s MPC. Significantly, the 
October CPI data show negligible second-round inflation effects from higher crude oil prices and exchange rate depreciation earlier in the year, 
as shown by the extremely low print for non-administered (i.e., market determined) price inflation of just 3.9% y/y in October. And with crude oil 

 - Lelanie Boulle



ABSA | Instant Insights

21 November 2018 2

prices having eased markedly since the last MPC meeting and the exchange rate remaining relatively well behaved, this would seem to materially 
weaken the case for monetary policy tightening in the short term, in our view. Our expectation of a big petrol price cut in December suggests the 
contribution of fuel price inflation to the headline CPI print could drop from 1.0pp in November to 0.4pp in December. While today’s CPI data will 
not be factored into the SARB’s forecast that will be published tomorrow afternoon, the MPC is still likely to deliberate on them in its assessment 
of the balance of risks to the inflation outlook. And of course it will be interesting to see how the SARB alters its headline and core CPI inflation 
projections in tomorrow’s MPC forecast. We have argued previously that the SARB’s forecast, which in September had core CPI inflation rising to 
5.4% as early as Q1 19, may be too pessimistic about the degree of likely pass-through effects of inflation shocks.

Figure 3: Fuel price inflation likely to fall sharply in December

Source: Stats SA, CEF, Absa Research

Figure 4: Non-administered price inflation remains muted 

Source: Stats SA, Absa Research
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