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Highlights  

• SA: September retail trade sales bounced back to 1.4% y/y after 
registering no growth in August. The month-on-month rate also 
recovered 0.6%, but growth for the quarter contracted by -0.2% 
q/q.  

• SSA: The Bank of Zambia kept their policy rate unchanged at 
15.5% this week, while Nigeria headline inflation soared to 18.3% 
y/y  in October.  

• Global: Global inflation remained elevated in October. In the UK a 
weaker pound has resulted in rising import costs which has begun 
to filter through to higher inflation (0.9% y/y), while increasing 
energy prices pushed inflation higher in the US (1.6% y/y) and the 
Eurozone (0.5% y/y).   

 

The key data in review 

Financial Market Indicators Close 1-week 1-month  1 Year 

All Share 50617.57 -1.7% -1.7% 0.6% 

USD/ZAR 14.42 -2.4% -4.0% -1.8% 

EUR/ZAR 15.32 0.0% -0.6% -1.4% 

GBP/ZAR 17.89 -1.2% -4.8% 17.1% 

Platinum US$/oz 935.00 -4.1% 0.0% 10.1% 

Gold US$/oz 1217.20 -3.4% -3.7% 13.7% 

Brent US$/oz 52.51 14.6% 2.2% 20.5% 

SA 10 year bond yield 8.99 -0.01 0.23 0.56 

Source: I-Net, FNB (data as at Thursday’s close)  
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Date Country Release/event  Period  Actual Prior 
Nov 14 China Industrial output (% y/y) Oct 6.1 6.1 

Nov 15 UK CPI (% y/y) Oct 0.9 1 

Nov 16 SA Retail sales (% y/y) Sep 1.4 0 

Nov 17 US CPI (% y/y) Oct 1.6 1.5 

 Eurozone CPI (% y/y) Oct 0.5 0.4 
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September retail trade sales bounced back to 
1.4% y/y after registering no growth in August. The 
month-on-month rate also recovered 0.6% but 
growth for the quarter contracted by -0.2% q/q. 
Despite the improvement in August, general dealers 
(which make up almost half of all sales) contracted 
by -0.3% y/y. Similarly, clothing and footwear 
retailers fell -1.5% y/y and durable goods sales 
contracted (-3.8%), largely as a result of significantly 
tighter lending criteria imposed by the NCR, a trend 
we expect to persist into the new year. The overall 
number was lifted by food and beverage retailer 
sales (10.9%), pharma (6.5%), hardware (4.9%) and 
other retailers (3.4%) which combined account for 
2% of the year-on-year increase. From the data, it is 
clear that households are battling to shake off the 
effects of higher inflation and interest rates, both of 
which are still being acutely felt. Based on recent 
media commentary as well as the outcome of the 
MTBPS, we are increasingly concerned that the 
tailwind we had expected from steady rates and 
lower inflation in 2017 could be offset by higher than 
anticipated tax increases and expenditure cuts. 
Nevertheless, GDP results for 3Q16 due early in 
December should reflect a positive year-on-year 
number for the sector, lifting overall growth that 
threatened to contract on poor mining and 
manufacturing numbers. 

Figure 1: Retail sales  

 

Figure 2: USD/ZAR 

 

 

 

 

 

South African Economy  

 Sources: Reuters, FNB 
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increase further in coming months, it should peak  by 
year-end and drift lower in 2017. A higher  central 
bank interest rate and falling global food prices should 
assist in this regard. A notable upside risk to our  
inflation  forecast  would  be  if  the  CBN  decides,  in  
a  single  adjustment,  to  devalue  the  naira  in  line  
with  the current extreme weak level of NGN460 in the 
parallel market. 

 

  

  

 

The Bank of Zambia kept their policy rate 
unchanged at 15.5%, the overnight lending facility at 
25.5%, and the statutory reserve ratio at 18%. This 
is on the back of inflation showing strong signs of 
cooling—particularly the food component which 
makes up more than half of the inflation basket—
although this is largely due to base effects. We 
expect inflation to descend into single digits next 
year as base effects become even more 
pronounced and food inflation starts to cool further. 
The latter should be supported by Zambia’s rainy 
season (September to February) which should bode 
well for higher crop yields next year. In line with 
cooling levels of inflation, we also expect the central 
bank to start cutting rates next year, easing liquidity 
conditions.  This view is supported by the central 
bank clearly shifting to an easing bias as 
commercial banks have been given access to an 
overnight facility more than once a week and rolling 
over intraday credit into overnight loans.      

In Nigeria, headline inflation quickened to 18.3% 
y/y in October, up 0.48 percentage points from the 
previous month. Food prices rose 17.15% y/y in 
October, from 16.6% recorded in September. The 
highest increases were recorded for bread and 
cereals, meat and fish. Core inflation rose 18.1% y/y 
in October from 17.7% previously. Over the month, 
the highest increases were seen in utilities as well 
as fuels and lubricants for personal transport 
equipment and education.  While inflation is set to 

Figure 3: Zambia policy rate Figure 4: Nigeria headline inflation 

Sub-Saharan Africa 

Sources: Reuters, FNB 
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—a result of a weaker pound filtering through to higher 
fuel prices—and a 2.6% y/y increase in restaurants 
and hotel prices were largely responsible for the 
elevated reading. However, a contraction in food and 
non-alcoholic beverages (-2.4% y/y) and clothing and 
footwear (-0.7% y/y) prevented a more stark reading. 
On a monthly basis, headline inflation increased 0.1% 
from 0.2% in September suggesting that a weaker 
pound is filtering through to higher levels of inflation as 
a result of elevated import costs. Inflation is likely to 
become even more pronounced in the coming months 
as producers pass on higher import costs to the 
consumer as margins become increasingly squeezed. 

US headline inflation climbed even closer to its 2% 
target increasing 1.6% y/y in October, up from 1.5% in 
September. On a monthly basis, inflation jumped 0.4% 
from 0.3% in September largely due to a surge in 
energy (+3.5% m/m) and shelter prices (0.4% m/m). 
Persistent increases in shelter prices this year and 
higher energy prices relative to last year should result 
in elevated headline inflation readings for the 
remainder of the year. Accordingly, federal funds 
futures—a proxy for interest rate expectations—
indicate a 91% probability of a rate hike in December. 

 

Global Snapshot 

Sources: Reuters DataStream, FNB 

Figure 6: Eurozone headline inflation 

China industrial production increased 6.1% y/y in 
October—unchanged from the month before—as 
manufacturing (+6.7% y/y) and utilities (+7.9% y/y) 
increased.  However, mining (-2.2% y/y) dragged 
down the overall reading. Industrial production has 
remained relatively steady this year, mostly 
displaying readings in excess of 6%. However, this 
is significantly lower relative to historical readings. It 
is likely that industrial production will stabilise at 
these lower levels as China is committed to driving  
consumer led economic growth.  

Eurozone headline inflation climbed 0.5% y/y in 
October from 0.4% in September. On a monthly 
basis, inflation increased 0.2% largely due to the 
volatile energy component (+1.6% m/m) filtering 
through to a higher headline reading. However, core 
inflation (stripping out energy, food, alcohol and 
tobacco) remained unchanged at 0.8% y/y for the 
third consecutive month. This suggests that recent 
monetary policy stimulus measures have had little 
effect in driving upward momentum in prices. 
Consequently, we are likely to see an extension of 
the European Central Bank’s asset purchasing 
programme beyond March 2017 in an attempt to 
facilitate more robust upward pressure on prices.  

UK headline inflation increased 0.9% y/y in 
October from 1% the month before. A surge in 
transport prices (+2.3% y/y from 1.2% in September)

Figure 5: UK headline inflation 
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Data to watch out for next week...  

Date Country Release/event  Period  Survey Prior 

Nov 21 Japan Trade balance (JPY billion) Oct 610 498.3 

Nov 22 US Existing home sales (% m/m) Oct -0.6 3.2 

 SA Unemployment (%) 3Q16 26.7 26.6 

Nov  23 SA CPI (% y/y) Oct 6.3 6.1 

 US New home sales (% m/m) Oct -0.5 3.1 

Nov 24 SA PPI (% y/y) Oct - 6.6 

 SA SARB rate decision (%) Nov 7 7 

 Japan CPI (% y/y) Oct 0.0 -0.5 

 SA Leading indicator Sep - 93.3 

Local / Rounding –up 3Q data 

Inflation should have reaccelerated in October, 
rising 6.3% y/y from 6.1% in September. With few 
surveys conducted in October—recreation is the 
only component that is surveyed over the month- 
food and transport inflation should have been the 
main drivers behind the rise in inflation. Food 
inflation is expected to have maintained its upward 
trajectory rising 11.8% y/y while the 41 cents 
increase in petrol prices should translate into a 4.6% 
rise in the transport component.   

October Producer Price Inflation should show a 
slight moderation from the 6.6% recorded in 
September, assisted by the deceleration in 
agriculture inflation that started in the 2H16  along 
with a moderation of intermediate manufactured 
goods. However, relatively high mining and utilities 
inflation may limit the rate of improvement in 

The Week Ahead 

    Source: Bloomberg (“Survey” is the consensus forecast)  

headline inflation.  

The Quarterly Labour Force Survey should paint a 
rather bleak picture of the labour market. If there is 
any improvement in the unemployment rate it will 
likely be due an expansion in discouraged work 
seekers—the expanded definition of unemployment 
will be closer to the truth. The economy has struggled 
to create jobs for some time and, as such, we do not 
expect any improvement anytime soon. 
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FNB SA Economic Forecasts 

Source: FNB  

 Economic Indicator 2013 2014 2015 2016f 2017f 2018f 

Household consumption expenditure %y/y 2.0 0.7 1.7 0.2 1.1 1.1 

Government consumption expenditure %y/y 3.5 1.8 0.2 0.8 1.0 1.3 

Gross fixed capital formation %y/y 7.0 1.5 2.5 -2.2 -1.1 1.1 

Real GDP %y/y 2.3 1.6 1.3 0.2 1.0 1.6 

Total exports %y/y 3.6 3.3 4.1 2.0 2.2 2.9 

Total Imports %y/y 5.0 -0.5 5.3 0.5 1.3 2.2 

Current account (% of GDP) -5.9 -5.3 -4.3 -4.0 -3.1 -2.7 

CPI (average) %y/y 5.8 6.1 4.6 6.2 5.5 5.3 

CPI (year end ) %y/y 5.4 5.3 5.2 7.1 5.6 5.3 

Repo rate (year end) %p.a. 5.0 5.75 6.25 7.00 7.00 7.00 

Prime (year end) %p.a. 8.5 9.25 9.75 10.25 10.25 10.25 

USD/ZAR (average) 9.6 10.8 12.8 15.4 15.6 16.1 
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Disclaimer: The information in this publication is derived from sources which are regarded as accurate and reliable, is of a gen-

eral nature only, does not constitute advice and may not be applicable to all circumstances. Detailed advice should be obtained 

in individual cases. No responsibility for any error, omission or loss sustained by any person acting or refraining from acting as a 

result of this publication is accepted by Firstrand Group Limited and / or the authors of the material. 
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