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Inflation may dash
rs’ hopes
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By AUDREY DYANGELO

Cape Town— Consumer confl-
dence 1s high and most South
Africans expect their financial post-
tion to improve in the comng yeas,
according to the latest consumer
and retal survey by the
Stellenbosch Bureau for Economuc
Research released yesterday

This confidence fuelled tugher
credit spending in the fourth quar-
ter of last year But economuist
George Kershoff warned m his
report that this confidence could be
eroded by an expected rise in infla-
tion Thus could be countered by an
increase mn real wages related to an
increase i productivity and tax
relief for muddle-income earners
3+ “Although consumers’ wilhng-
ness to buy remamns high (as indi-
cated by sustained high levels of
consumer confidence), therr abihity
to buy has mproved httle,” he
pointed out

There had been neghgible
growth m employment and the per-
sonal tax burden was hugher

“ Although women and unmar-
ried persons recetved some tax
relief 1 the March 1995 budget, 1t
was to a large extent neutralised by
fiscal drag (the phenomenon where
after-tax mcome declines after a
wage or salary increase because the
taxpayer falls mto a higher tax
bracket}

“Increased credit spending is
unsustainable if the financial posi-
tion of households does not
impﬁlﬂve as expected The present
high’ debt-to-personal-income ratio,

high real mterest rates” and srha
mcreases in real personal disposable
meome could dampen consumer
spending,” he said.

Kershoff said a survey among
retallers, wholesalers and motor
dealers was completed on Nov-
ember 27. It showed that confidence
had improved  sigmficantly
Confidence was at a hugh level m
Gauteng, the Free State, the
Northern Province, Mpumalanga,
Notth West and the Northern Cape

Conditions were expected to
improve in the first quarter of this
year and “large increases In
employment were reported m both
the wholesale and retail sectors ”

Employment

The nse m employment was due
to a large mcrease m sales, which
had grown more than expected The
increase was expected to continue at
a lower rate this quarter

“Sales mcreased 1 all provinces
The largest mcrease was registered
in Gauteng, where more than
90 percent of retalers surveyed
reported ncreased sales In the
Western Cape a net majority of close
to 80 percent reported an increase i
the volume of sales,” Kershoff sard

He warned that the temporary
increase in real personal disposable
mcome 1n the last quarter of last
year was related to the lower level
of mnflahon

“This 1ncrease 1n ncome 1S
expected to be temporary as infla-
tion 1s expected to accelerate in the
second half of 1996 The increase n

-

mployment reported by retailers
and wholesalers could also stimu-
late spending

However, it 15 not clear whether
this mncrease could be sustamned,”
Kershoff said

“Tt could reflect the employment
of more temporary workers, which,
again, is related to higher sales If
the higher sales are not sustaned
these temporary jobs could be lost
agamn”

Retail orders were expected to
contmue to ncrease in this quarter,
which was “good news for manu-
facturers,” he said

Sales of used cars deterorated
the fourth quarter of last year Sales
of spare parts improved less than in
the third quarter and were expected
to remain at the same level 1n this
quarter New vehucle sales were
expected to increase in this quarter

Dealers 1 both new and used
vehicles considered stocks too high
for expected demand One reason
for this was that dealers expected
demand to slow down because the
banks’ prime lending rate was high
tn real terms -

Regarding nflation, Kershoff
said retatlers expected the rate of
mcrease n prices to be the same
thus quarter as m the last But retal-
ers expected their costs to be hugher,
indicating that they expected to
absorb some of their cost ncreases

Most wholesalers expected price
mncreases to be lower in this quarter

“Price expectations at the whole-
sale level are usually good indica-

tors of producer price inflation,”
Kershoff sard
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Producer inflation

ticks up slightly
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PRODUCER inflation ticked up to
8,3% m November from October’s
8,2%, with the strong rand keeping a
Iid on the increase

The rate of change in the producer
price index (PPI) was at the low end of
economsts’ forecasts and augurs well
for a cut in1nterest rates.

“All the news so far this year has
been good,” an analyst saad Econ-
omists were surprised some food prices
had fallen, and warned they could
catch up in December and January

Central Statistical Service figures
released yesterday showed the PPI
rose only 0,3% month on month. An n-
crease 1m the local component of the in-
dex accounted for the rise, as there was
no rse,in the mmported component
Standard Banl’s economics unit said
the imported component had benefited
from a stronger trade-weighted rand 1n
November, compared with October

A surprise was the 0,7% month-on-

month decline in food prices at agricul-
tural level The main reason for the fall
was an.unexpected decline of almost
. 19% in. fruit'prices Food at manufac-
turing level rose a hefty 1,56% between
October and November

Standard Bank noted the increase

“Producer “

price index
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. food prces at manufactured level
was led by meat, fish and grain prod-
ucts “It appears as though producer
inflation remams fairly subdued.”
However, seasonal factors and crop
damage from storms could push up
prices for Deceraber and January
Economists expect producer infla-

tion to average 9,5% for 1995 Expec-~

tattons are that the current rise will be
short-lived, and that producer infla-
tion will follow a trend similar to con-
sumer inflation 1n the first half of 1996,
with an average for the year of 7,5%
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Disappointing CPI
frightens mvestors

By CtAIRE GEBHARDT

Johannesburg — Forecasts of a dip
i consumer inflation were dashed
yesterday as the Central Statistical
Service (CSS) reported January's
consumer price index (CPI)
unchanged from December at an
annual 6,9 percent.

Econorusts said the “higher
than expected” figure was the
result of a continued upward trend
in food prices as well as higher
medical costs Market expectations
were for a 6,6 percent increase

According to the CSS figures,
the monthly CPI grew by 1,3 per-
cent from December to January.
Seasonally adjusted, the mncrease
was (,9 percent

"'The figures resulted in foreign
investors pulling out of the capatal
market, with the government's
R150 bond falling eight pomts to
14,480 percent from 14,400 percent

The Eskom 168 stood at
14,450 percent, 7,5 points down
from a previous 14,380 percent.

The rand also weakened on the

inflation figures, touching R3,8350

before fimshing more than a cent
softer at R3,8325 from a previous
R3,8210close - ~
Resetve Bank figures — which
showed that year-on-year M3
money supply grew 14,48 percent
in January from a revised 15,15 per-
cent i December, while private sec-
tor credit growth accelerated to
17,71 percent year-on-year from

December’s 17,53 t — were
released too late to have an impact
on the market.

Commenting on the nflation
figures, Johan Rossouw, a
Huysamer Stals economust, said
though food price mcreases were
substantally lower at 4,1 percen
compared with January's 1?,3 per-
cent, they exceeded the 3,6 percent
“of December Jast year

However, inflation was likely to
move to 6,8 percent in February
due to an e drop mn the rate
of increast ot the non-food compo-
nent ot the Ci 1 to about 7,6 percent

Analysts said flood damage to
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The rand's five percent devalua-
tion aganst the dollar over the past
two weeks would, however, not
show up until March data was
released The 5 Move was
predicted to have an impact on the
imported-goods component of the
producer price ndex, but this
would take time to show up 1n the
CPI

The CPI was also comung off a
hugh year-ago base which meant
that, on techmcal considerations, a
further fall in inflation was likely in

coming months.. . ...
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was said to be reconsidering a rise

in the VAT rate would also een-
tribute to a lower inflation rate,
which could settle close to 6 pereeqt
by April/May.

Economusts said the evera]l
inflahon rate for the year was
expected to average under

8 percent.-

Major sub-indices wl'uch een-

tributed to the rise m the food pnice

¢ -index in January were grain prod-

ucts (up 1,5 percent), meat- (up

1.9 percent), fruat and nuie_(l_xp

5 7 pereent) and vegetablee f'{ﬂp
percent), )

Medmal care and health expene-
es contributed a further 0,3 percent-
age pomts to the overali 1,3 percent
nse mn the all-items consumer price.
index
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Lower food prices keep
in{la jon atSe helow 6%
152 T (1HA 2.;;}(;;%

By Christo Volséhenk
the consumer price index (CP1) of

" Cape Town — Consumer mflation

'| neked up 10 59 percent last month

| tyom 5,5 percent i April, marking
the beginmng of what analysts Sa¥

\ s a nsing trend — but the rise wasd The increase 1 the bond rate on

Aprit 29 sccounted fOr 0,4 per-

centage pomnts of the nse and the

smaller than expected
in the petrol

The small nse surprised econo’

to 6,39
| still expect nflation to continue centage  POINIS,
upwards il early next yeal Statistical Service Sab 1
g cononusts have now St ed to The May figure came a5 sur-
3

lower ther forecasts for the uppet  Prise

rurrung pownt Of the new up-cvele “The ~onth-on-month rise if i

after a few red the CPLIS Jimost half the 1,2per 3_

mflation f1guUres cent widely expected 10 the market

come were expecting an upper We expected the annual figure 10 o
cdock mn at 6,0 percent,” sud Kevin 18

| turning pount above 10 percent
Rudotf Gouws, the chuef econo- Lings, an
Merchant Bank, now Despite the good NewWs, the

expects nflation to peak at "Just
over § percent at the year-end” spike up s month when the @
[ ast month tood prices dropped
tor the second onsecutive month petro} price 1156 will be reflected
Lings forecasts the inflanon rate &

and hept the nflapon rate irom
7 percent next G-

.| breaking through 6 percent The will jump 10 about
| nees of meat, and  month, Y hale Gouws forecasts @
3

) vegetables dropped figure of 6,5 percent
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salaries to help quell o
last year, the Reserve Bank
latest quarterly bulletin. .7,
The Bank said a fall in
inerease in labour costs per production
amat was a crucial factor. behi
overall decrease in inflation,
averaged 8,7% for thlgﬁear,
with 9,4% 1n 1994.
been mpped by
actual food price decre
the downside of the pro-
ductivity gain was that it had come on
the back of declining employment, par-
the 1:{;.11:15.0 sector where
had be

creases and
es. However,

ticularly in
32 000 jobs

provincial governments. = fanJER
“The upturn 1m ec
accnﬁganied by weak employ-
ment growth, largely due to effort

was

producers to contain cost increases and
raise efficiency.” The Bank noted thata
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drop in strikes an %er work stop- |
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| ontinued onPage 24!
Res erve Bank 165 hal'{‘;ﬂﬂBﬂgﬁﬂ:ﬁid employment in the
ﬁ) economy exclu agriculture had de-

ContinuedfromP

pages h%ﬂt]?ﬂﬂlhaﬂi}l:%t:léﬁiﬂty.

t saad the rate of mcrease 1n umt
labour costs had sunk to 6,3% 1n the
first half of last year, compared with
9.1% 1n 1994 slower growth, of
course, contnbuted decisively to the
waning of price mflation ” The rate of
mecrease in labour productivity in the
economy excluding agriculture bad
been about 2,6% over the same six-
month stretch, while real umt labour
costs had been 2,1% lower than in the
same pertod the previous year

However, the Bank noted that in
the first six months of 1ast year, there
had been an 11,1% increase 1 salanes
and wages — just below the previous
year's 12% ncrease The Bank said the
shight slowdown 1n wage and salary in-
flation was entirely due to a fall in the
rate of increase of public-sector wages
and salartes to 4,9% 1n the first haif of
last year, from 14,9%1n 1994

The public sector belt tightening
was also the only factor behind the

| overall fall in employment mn the first

iyl

chined at seasonally adjusted and an-
nualised rates of 0,87 and 1,6% m the
first two quarters of last year In the
last two quarters of 1994 employment
had picked up, breaking an uninter-
rupted fall in employment for almost
five years

The Bank sa:d the gharp decreasein
pubiic sector employment last year,
particularly in provincial government,
was the first time since the end of the
recession that the sector had witnessed
gubstantial job cuts, after having m-
creased 1ts ranks steadily while the re-
ceasion was in full swing.

It smid non-ggnicultural private sec-
tor employment had increased be-
tween mid-1994 and mud-1995, at
gquarter-on-quarter gseasonally adjust-
ad and annuahsed rates of hetween 1%
and 1,5¢.. Over the 12 months to June
last year 40 000 employment opportu-
nities had sprung up 1n the private sec-
tor. But over the same period there had
been 350 000 newcomers to the ranks
of SA’s Job seekexs

See Page7
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INFLATION cooled to 6,6% in Febru-
ary from 6,9% in January after a drop
in food prices and a wide spread slow-
down in most other price increases, the
Central Statistical erv;gf_ CSS) said
yesterday. 211219 ﬂ

The figure, Iower than expected,
sparked & buyng sprec on the capital
market where long bond rates eaged 15
points shortly after 11 o'clock

The rate on government’s bench-
mark R150 bond finished the day at
14,74% from a previous 14,82% after
profit-taking.

Most analysts had expected the'rate
of change in the consumer price index
(CPI) to stay at January’s 6,9%, but
| were canght out by the larger than ex-

ected dropinfuuifricesw ich'cut the
ood component of the CPIl'by 0,4%
month on month. y

Reonomists sad the figure augured
well for an interest rate cut, although
Reserve Bank governor Chris Stals

Continued on Page 2
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Cﬁi -‘- i%j | few prme; were surveyed. and those ‘

. which were had small weightings in
+ = Zo Z:I'lla q L the basket of prices makingu the CP1.
Continued from Page Mozt of the price mndices owed e1-
ther month-on-month dechines or very
would probably want to see a fewmong. - small mcreases: The CSS said there
impressive mdicators before moving had been month-on-month declimes of
BoE NatWest chief economist Nick 0,9%1n the prices of both meat and veg-
Barpardt said the figure suggested in-  etables and a 2,5% drop m the price of
flation would soon sink below 6%. “At {rmt and nuts. One economist sard the
that level it is very dafficult to justify mad cow digease scare would have a -
the gresent level of interestrates ” trifling effect on inflation, as mnported
l tandard Bank’s economiCs unit meat accounted for only 11% of SA's
gaid inflation could slow to 55% m totalmeat consumpiion
April, before picking up to brng the Feonometrix economst Tony Twine
year’s average to below 1%. sa1d the rate of change 1n the CPI was
It said althongh the overall increase the least important of four criteria the
was hmited by a decline in food prices, Reserve Bank was watching to deter-
other inflation had been subdu Core mine 1its nterest rate pohcy. The more
mflation — mflation excluding food 1mportant ones were the level of the
and housing — was 6,3%, from Jan- forex reserves, foreign mterest rates,

uary’s 6,6%. and the rate of expansion of private
However, there were some techni- sector credit and 1ts effect on “It
cal, statistical reasons for the low fig- does not do chances of a rate cut any

ure February was a month 1 whi harm, butitis not enoughonits own
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Food prices combat
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Lukanyo Mnyanda

ey Co
A DROP m food prices ‘pushed produe-
er inflation below market expectations
to 6,3% m February —its lowest figure
smce April 1994 — compared to 7,2%
m January, figures from the Central
Statistical Service showed yesterday
KEconomists welcomed the figure
which they attributed mostly to a post-
Christmas easing off 1 food prices.
They sard a drop 1n interest rates
might be on the cards, provided that
currency markets stabilised
The figures had been compiled be-
fore the start of the rand’s downward
spiral in mid-February and the curren-
, cy’8 stability until then had contribut-
ed t0 lower producer inflation figures.
Some believed that the currency col-
lapse would start showimg up 1n the
ch figure which they expected to be
about 7%. Also adding to upward pres-
sure in future would be recent petrol
price hikes
¢ According to the February statis-
tics, the imported component. of the

producer price mdex (PPI) mcreased
I

l Food

ep | %ﬂp =
followmg a 3,%# in January

-20n & Holhdge economust laz
%‘E:q}‘nuiarsnn said good rains be:t*.;ee:;
December and January might a:s
contributed to the lower ﬂ:u:,tll1 pric o8
She was also encouraged by t Et?'gl ll
inerease (0,9% month on mon

ducer inflation

=  dm  wm

-

% change 528",
year-on-year 'f""‘-’?/ .
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0,4% toreach a yearly rate of 5,2% com-
pared to 4,7% m the previous month.
The local component of the PPI also

rose 0,4% to bring the annual rate. of
changeto6,7% |

The agricultural food component of
the producer price mdex (PPI) fell 2%,

Continued on Page 2
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manufactured food price 8.

Farquharson said she expected the

cwrrency fall to start showing a major

en
The depreciation could lead to an1n-

crease1n car and o1l prices

Nedeor chief economist Denmis

’ uld
sexd the rand’s collapse wo
?ﬂﬁgﬂmtu the equation during th% neE‘t
few months, but its effects vs.:uuldf e off-
set by the phasing out of tariff reform
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Food prices combat
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Lukanyo Mnyanda

A DROP in food prices pushed produc-
er inflatron below market expectations
to 6,3% 1 February —its lowest figure
since April 1994 — compared to 7,2%
in January, figures from the Central
Statistical Service showed vesterday
Economists welcomed the figure
which they attributed mostly to a post-
Christmas easmng off in food prices.
They sand a drop m interest rates
maght be on the cards, provided that
currency markets stabilised.

The figures had been compiled be-
fore the start of the rand’s downward
spiral n mud-February and the curren-

.ey’s stability untal then had contribut-
ed to lower producer inflation figures.

Some believed that the currency col-
lapse would start showing up mn the

arch figure which they expected to be
about 7%. Also adding to upward pres-
sure 1n future would be recent petrol
price hikes.

According to the February statis-
tics, the mmported component of the

producer price index (PPI) increased

ducer infl

Graphic: KAREN MOOLMAN Sourca CSS
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0,4% to reach a yearly rate of 5,2% com-
pared to 4,7%1n the previous month
The local component of the PPI also
rose 0,4% to bring the annual rate of
change to 6,7%.
The agnenltural food component of
the producer price index (PPI) fell 2%,

Continued on Page 2
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d food prices.
mﬂ#ﬁgﬁ?ﬁsnn sa1d she expected the

currency fall to start showing a major

y depending
t only in April's figures,
Egicn; lnig 1t continued to weaxen. "
The depreciation couid lead toan1

1l prices .
iuf[ggﬁgslagn ?Su Hollidge economst Liz  cF Bﬁﬂggg’ﬂ?ﬁﬁ? ' eﬁ:unﬂmmt. Denn'l.l(si
ins between nd’s collapse wou
Farquharson saud good rains ht have Dykes said the ra during the next
December and danuary IHBLE - " come nto the equation dur gldbe off-
contributed to the 1UWE{{ g“[:.ilwpﬂmall few months, butits efﬂ%?ﬂﬂ%‘iefﬂm
She was also encourage - ymunth} m setbythe phasmgouto

merease (0,9% month
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Rand’s plunge poised to

put squeeze on inflation

(53") tdan gt 16]

Weaker local currency means rhore revenue from gold and

)

By Nikia WHITFIELD

ockets of ‘hﬂpe created by the
Eiummeﬁng rand —mcluding

gher prices for metals and

better business for exporters — are
likely to be shorthived, as our flail-
mg currency puts the squeeze on
mflation

It seems to be a case of what
you win on the swings you lose on
the roundabout, as any gain 15 set
to be neutrahised by rising costs
that feed through to production

Gold, long SA’s economic main-
stay, wall earn more rands per kilo-
gram, but a much-needed shot-m-
the-arm for the gold mdustry 15
unlikely to be forthcoming

“The current situation 1s good
news for gold receipts, but comes
hand m hand with inflationary
consequenices which one does not

——

welcome,” said Kelvin Williams,
marketing director of Anglo Ame-
rican’s gold and uraruum division.
“Prices are gomng to mcrease be-
cause our currency has collapsed
Willams said that wiile a
powerful dollar would change
equations at mune level, so many
of Anglo’s shafts were near the
end of their reserves that any
boost as far as the creation of new
jobs was concerned was unlikely
The rand recovered shghtly to
touch R4,2050 yesterday after hut-
ting a record low of R4,25 on Mon-
day But SA Chamber of Business
chief economust Dr Ben van Rens-
burg said the rand was likely t0
settle “much lower than 1t1s now”
“There will be some benefits
for exporters and local manufac-
turers, but whether protection will
be long term remarns to be seen

other exports, but this is likely t0 be outweighed by price hikes

“There will be mflationary pres-
sures which will result from the
hugher price of the dollar And we
are not just talking about the one-
off price of imported items, but to
what extent business will pass on
cost mcreases to the consumer”

And South African tounsts, al-
ready ree]incig_lﬂf;om the puny pay-
outs when changing rands to for-
eign currencies and the hikes m
ticket prices, will have to fork out
about 20% more for a package tour.

On top of that, tour operators
add a couple of percentage pomts
to currency rates Thompsons Tours,
for example, was yesterday selling
tours based on a rate of R4,40 to
the dollar and R6,65 to the pound.

“Rates change %Dm day to day
and each tour opergtor will have
therr own rates,” saxd Thompsons
financial director André Kruger
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seen at about 8,5%
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THE rand’s fall from grace could hit
consumer price mﬂatmn two percent-
age points to around 8,5% by the end of
the year, Old Mutual and Nedcor
warned yesterday

Old Mutual clnef economist Dave
Mohr saad the rand’s fall would re-
strain spending growth, as prices of
some key imported goods would -
evitably nse. “Thig will effectively cut
the real spending power of the average
pay packet.”

Nedcor's monthly economic review
gaid most of the rand’s depreciation
would be felt in the short term

“Import prices, and hence inflation-

ary expectations, will rise quckly,
whmh comhined with falling reserves,
will reduce the chances of any easing in
monetary policy.”

Nedcor expected the rand to level
out at R4,16/dollar in the thard and
fourth uarters of the year, but to de-
premate to R4,24 and R4 98 durmg the
first two quarters of next: year

“Of critical 1mportance 18 that the

couniry remains dependent on large
capital inflows to help fund necessary
economic restructuring over the next

‘few years.

“It 18 therefore crucial that foreign
confidence 18 restored quickly,” the re-
view sand.

Mohr said a cut in interest rates
would only be possible once the rand
stabilised 1n a trading range and in-
flation did not become uncontrollable

“As long as credit demand continues
to grow rapl.dly, the budget deficit re-
mains large, and the rand remains un-
der pressure, the Reserve Bank will
probably have to postpone its plans for
a first Bank rate cut.”

But a hike m rates was unhkely,
provided inflation was kept under con-
trol and because certain sectors m the
economy were already slowing dowx.

Nedecor said 1t expected the prime
rate to remain at 18,5% throug hnut the
year, with arate cut m the :ﬁrst quarter
of next yearto 17,5%.

It saws the inflation rate at 9% in
1997, whale the long-bond rate would
stabilise around 13,3%.
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A ‘'SHARP fall unpnrted crude o1l
prices helped push producer inflation
we]l beluw market expectations -to
F; ) m March compared with-6.3% 1

‘ebruary, figures from the Central
St“ahaﬁcal Service showed yesterday

*Qome economists — who expected a
figure closer to 7% — welcumed the
drop, while Transnet’s Mike Schussler
Elaestmned its' validity and warned

t policy decisions cuuld be based on

Dlsp ,C? overdropin pro foducer inflatio 5n

t
ey J."||Il'r-. e
;.i' f..j .1-.- 0t

- ENS A HJJ" X

, ]
e w*
H-"‘

maccurate figures M
Statistics for March shnwed the im-

ported component of the producerpice
mdex (PPI) fell 0,5% to an anm rate @

ary The CSS ,g’ttr%?lteat e fall Ili.ﬂnly
tn a 9,9% mtmth,-un-m nth decf ase 1
the price of criide petrolédnis
Schuﬁsler ad:ﬂputed !ﬂtheqa ﬁgures
saymg the rand price o r:lg.td o1l had
A 435 w
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30% rm thrs impo

as 1%—1,5% (on producer

therand "

dlﬁ_art of the PP

v | wall reflect a totally ditferent piu'tm‘e
They could be off the mark by as much
cer inflation) and
;| that could have major imphications for

| mereased 19% hetwaen Fabruanr and
March. “A tdatal dufference of naarly

However, Standard Bank’s eco-
nomics umt saad the surpnaing dropin
crude oil prices ymght have been
caused by salea having been concluded

nn a fixed-contract baﬂlﬂ — before 1he
fall and the fue nmaluka y
A G gpokesman Hﬂl the figuret
had been cun;ﬁﬂed before the rand’
tumbled 1n April and did nnt reflect the
chaos 1n the currency market, Racent%
fuel rices were also not yet reflected1n
PI, wh:ch ghe expected to ata:l.'t
mA
Tﬁa C ﬁE!lJI'EE showed the lotal '
component of the PPl decreased 0,1%:
month on month to reach a yearly ratal!
of 6,6% (6,7%) Economists were sut«.
pnﬂedby e fall 1n all the man cate-
gories 1n the prnmary sector, with foodt,
prices down 2,8% ynonth on month '
while nnnmgfﬂilﬂ 1% ,
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RTY-FIVE pnison warders who
staged a month-long strike at Upington
Prison in the Northern Cape have been
fired, the Department of Correctional
Services said vesterday

“The dismissal of the black warders
can at best be described as an act of
naked racism.” the Police and Prisons
Civil Rughts Unton (Poperu) said fol-
lowmg the sackings on Tuesday

The warders went on strike on Aprid
15 to support demands for affirmative
action They wanted 50 percent of the
admanistrative posts to be reserved for
Popcru members

The department said 1 a statement
that, warders were fired “as a resuit of
illegal strike actons and commmal
offences”

-Northern Cape Correctional Ser-
vices spokesman Mr G Britnell said the
action had been taken after negotiations
failed to resolve the situation

~He said the strikers 1gnored a court
order to return to work and an ultima-
qum from the department

“After ‘carefu! cﬂn eratmn and

evaluation of the reasons and ali rele-
vant facts, 1t was concluded that 35
staff members did not present suffi-

cient reasons for their actions and they
were discharged with 1mmediate
elfect,” Britnell said

The Northern Cape Popcru branch
accused the authonttes of racism and
standing 1n the path of change

“The Popcru action was aimed at
the transformation of the correctional
facihity which 1s stull dominated by
white people,” provincial spokesman
Mr RF Waldick said in a statement
yesterday

“Popcru sees the current action of
the pnison authorittes, especially at
provincial level, as an effort to obstruct
change and therefore calls for the
immediate and unquahfied reinstate-
ment of the 35 warders”

Waldick called on Northern Cape
premier Mr Manne Dipico and Correc-
tional Services Mimster Sipho
Nzimela to mtervene — Sapa
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Protestmg laundry workers at
Baragwanath ~ have been
warned to return to work
today or be 1ssued with warn-
ing notces, the furst step m.dis-
aplinary action whi could
lead to dismussal

The 150 National Educa-
tion Health and Allied Work-
ers’ Union (Nehawu) mem-
bers have been on an 1legal
go-slow since last week

They have said 1t 15 cauged
by unresolved disputes
around the filling of posts at
the hospital

Health department
spokesman Popo Maja said
yesterday the workers had
been told to return to work fol-
lowmg a meeting with health
officials last Friday

He said if they did not re-

Bara’s ‘go-sl

I

I

16 workthey would be 1s-
sued with notices demanding
that they supply reasons for
not returning to work

If they did not supply good
reasons, they would be dis-

rrussed, Maja said.
He said that the health de-

: : -
Fo
4. r “

| accepting

. @mergency
. cases only

partment had agreed to look
nto ther gnevances at Fri-
day's meeting

However, Maja warned
that they would not counte-
nance the llegal go-slow

The department would
take action agamst those

rs warned

ke
) Gaw 20/5/96

workers who had ntumdated
fhree colleagues to such an ex-
tent the hospital had been
forced to redeploy them

Yesterday, the Barag-
wanath Hospital was still only
accepting emergency patients
after freezing the adnssion of
non-emergency patients on
Friday.

A" hospital spokesman,
Hester Vorster, said that 80
workers had been working
around the clock to fry to cut
the backlog of hnen,

She did not know how suc-
cessful the workers had been

About 50 000 items, includ-
ing bed linen and pyjamas, are
usually washed every day, the
spokesman said

Nehawu was not available
for comment on whether the
workers would be returning
to work today
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Real interest rates at all-timé high

CPI falls to
a 24-year

18@%7&??7{1;)(2}’5 9%

By Christo Volschenk
b ECONOMICS EDITCR

Cape Town -— Falling food prices
pulled annual consumer inflation
to a 24-year low of 5,5 percent
last month, but economusts
expect this to be the last drop for
many months
At the same time, South
Africa’s real interest rate jumped
to an all-time high of 14,75 per-
centage points,
The sharp drop in inflation
from 63 percent the month
‘before surprised economists,
who expected a more modest
drop after the petrol price rose 8¢
a litre last month |
The Central Statistical Service
ascribed the drop to lower prices
for fish, other seafood, fruat, nuts
-and vegetables Food price infla- -

March to 1,9 percent last month
The food price index has the
second-highest weighting 1n the
consumer prrce tmdex (CPI)

The core inflation rate, which
excludes food and housing, was
5,9 percent. Econormasts, who had
expected last month’s inflation
rate to be about 7 percent, said
yesterday the good figure would
pull the average inflation rate for
the year down and keep 1t from
nising to double figures

The economic umt of
Standard Bank said the 0,6 per-
cent month-on-month mcrease
the CPI was “roughly half the fig-
ure the'market expected”.

“Since Apnl 15 a seasonally
high month and the increased
exase;duties and merease in the
petrol price was meastired,the

/drop, indicates the underlymng

70

Consumar Price Infiotion .
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'tion fell 'from 33 perceht’ in ~ last in many

inflation continues to be sub-
dued,” the bank said,

It sard nflation could average
below 8 percent this year and
there was very hittle chance of it
reaching double figyres .

The drops expected'to bethe *

- months, however,
Economists sard this month’s
inflation would reflect the effetts
of last month’s prime rate hike,
the petrol price rise and output
pressure from imported mflation.

Liz Farquharson,-an econo-
mist at Mathison and Hollidge,
expected nflation to reach
6,3 percent this month

“From Apnl's figure, inflation
will rise slowly towards the end
of the year. Fortunately, the very
low figure for April will keep
mflation from jumping back mto
double figures this year My
highest, inflation figure between
now and the year-end 1s 9,8 per-
cent,” she said ‘

Some economists, however,
doubted the higher excise duty
was fully re_ﬂgf:t%c} m}l]fxflgures

"
Lo

(] See Business Watch, Page 22
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INFLATION plunged to 5.5% m A ril
from 6,3% March, surprising Iil:he
markets and ramsing hopes that SA
would be able to avert double-digtt 1n-
fation despite the rand’s meltdown

Tlgle Central Et?tllﬂtmal Service gaid
allon was at its lowest level sinc
June 1972, with the consumer price in?
dex (CPI), calculated on a basket of
goods, up only 0,6% month on month.
Economists had expected s dechne
1 inflation as the CPI was calculated
off a high base, but-were surprised by
the extent of the fall, A marginal fall in
food,prices told only part of the story,
They,.agreed that inflationary forces
| were generally well under control.
~herand’s depreciation occurred in
a disinflation environment,” San-
lam economist Pieter Calitz gaid,
Standard Banlk’s economics division
said* “The current environment of in-
creased domestic com etitiveness,
tight monetary policy and a softening
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of demand should prevent nég 1n-
creases from bemng passed mI: toff?on—
sumer goods easily.” o
The relatively small meiﬁf—un—
month rise occurred despite increases

Continued on Page 2

Inflation (7 c—.."aj

Continued from P
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and the rand’s depreciation
Economists again had to revise
therr estimates for the vear, which had
been pushed to double digits by year-
end after the rand ersis. Standard
Bank said the nsk of inflation reaching
double digits again had lessened. San-
lam agreed inflation should average
less than 8%, but Mathison & Hol-
hdge’s Liz Farquharson saw a range of
8% to 8,6%, “depending on when the

prime rate increase 18 reversed”
An nterest rate increase adds about

0,4 percentage ponts to the mflation
rate via morigage costs Iromically,
mterest rate mcreases are usually in-
tended to quell inflation by putting a
damper on spending. Inflation peaked
at 11% m Apnl last year and has been
on a dechning trend since. However,
economsts expect 1t to resume an up-
ward trend this month, partly becanse
mcreases 1 CPI in the second half wall
be calculated off a low base

One economist was sceptical about
the accuracy of the figures, finding the
small increase m transport costs after
the fuel price nise surprising Trans-
port contributed 0,1 percentage points
to the 0,6% month-on-month rse. She
also questroned whether the postal tar-
iff increase was included in the basket
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Hard times ahead. after lowest <’ j

inflation rate in 24
STAFF ‘Rﬁqomns

Consumer price mflation for April
was at a 24-year low of 5,5% —but
economusts have warned of hard
times ahead |

The drop from 6,3% mn Maxrch,
as réported by the Central Statisti-
cal Service, 1s the lowest since
June 1972 k,

But economuists say consumers
can expectto suifer mcreaging m-

flation rateis—the immediate effect
of lugher nnterest rates coupled,

with a weak rand

Nedcot chief economust Den-
rus Dykes said inflation figures for
May were expected to jump back
to between 6 and 6,5%, based on
petrol price mcreases, the increase
in mortgage bond rates and the
weakness of the rand

He foresaw mflation contmu-

—

Yran Vi%;ﬂij; e

ing to rse to aro Yy year-
end, but dropping next year
Standard Bank group 'econo-

- must Nico Czypionka said April’s

drop was below market expecta-
tions, and he predicted a peak of
9,5% later thus year But thus year’s
expected consumer mflation aver-
age of 8% would still' be Jower
thanlast year's 8,7%, he said

‘Dykes said the effect of the
rand’s decline in February had
been delayed, allowing the ‘cur-
rent drop in mflation, but as the
increase I umport prices was felt,
inflabion would creep up.

A decline in food prices, espe-
crally fish, frut and vegetables,
had an impact on April's figures

» CPI's 24-yEE?TUﬁW** I
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frum the Us Space Shuttle Atlantls as the shuttle docked mth the space sta-

ls which supply the space station with the energy it needs to operate.

g fears for astronauts’ safety

Not so ool ...
the Russian
module’s

damaged
radiator
(centre

bottom) and

punctured
solar array

rest of the space statloln but ex-

posing it to the deadl] vacuum
of space

While still try [n\ ko deter-
mine the extent of theHamage
Nasa sa1d it will rethink its pro-

gramme of sending astronauts
to Mar

“Dnce we get the situation

L1732 —
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Financial climate is looking rosy as

inflation and some bond rates come

down and fuel prices set to follow (jﬂ

By Suinrey Woopcare
AND PaTrick PHOSA

ash-strapped consumers
‘ who have been feeling
the pinch of high mort-
gage rates and rising prices

may at 1ast be seeing a glimmer
of hight at the end of the eco-

nomic tunnel

(Good news for the consumer
were Inflation figures released
yesterday, a likely drop n the
price of petrol
and diesel, and
the move by an-
other major fi-
nancial institu-
tion to lower 1ts
capped mort
gage rates

The positive
mdicators co In-
cided with Fi- Sipes
nance Mimster ¥ ...
Trevor Man-
uel’s announce- *
ment on his re-

fion 28 4]

HoME LoAanN

Between Dec '87
and Feb '88

er this year 'tenwners
have been struggling with high
rates for about a year following
two successive 1mcreases early
last year 1n response to the
weakening rand

On the mortgage front, Absa
became the second banking
group to reduce its fixed mort-

gage rate on bonds exceeding

R100 000. The bank said 1t was
domng so In anticipation of a

short- to medium-term reduc-
tion 1 interest
rates Its fixed
rate wil drop
from 19% to
18,20% over a
12-month pe-
riod and from
18,5 to 18,25%
over a 24-month

e period. A new
¥ Between Nov 93 16-month fixed-
ad Oct 94 term rate will

d

" be available at
17,6%, which 1s
2,4% lower

turn from ¢y
London yester-
day that regis-

and Dec '73

Batween Aug 73

tered taxpayvers

than the pre-
valling rate
Standard Bank
made a similar

would be

allowed to take
R200 000 out of the country for
investment purposes This
once-off concession 1s 1n addi-
tion to the annual R80 000 holi-
day allowance His announce-
ment 15 ¢ Major step towards
relaxing exchange controls
On the inflation front, fig-
ures released by the Central
Statistical Service yesterday
show inflation staying below
double digits and coming in at
9,56%, down from April’s almost
two-vear high of 4.9%, pflation
fell inspite of arelativey) sharp
htke '3 food prices, larg sly due
to higher prices fe. fish,
301 milk, eggs, cheese, veg-
$s and sugar
The mnflation figure augurs
weH for the widely expected
rut 1n the prime interest rate

B
1 1973 e B 128 move last week,

Property
economists said only a small
portion of the banks’' home
loans business was conducted
on a capped basis, but the fact
that banks were prepared to of-
fer a fixed rate lower than the
current rate indicated an mm-
minent dovnward shaft

Property economist Erwin
Rode said the fixed-rate de-
crease “precedes an expected
drop 1n the interest-rate cycle,
which 1s now assumed to be at
s peak”

More immediar®ds the price
of petrol 18 expected drop by 3¢
a litre on Tuesday Diesel is ex-
pected to drop by 4c

L L A L

» More reports - - "%
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| Iﬁﬂation jumps 1%
after bond rate rise
iy 2b] 74 (52)

Business Edrtor
FQOOD prices fell again 1in June, but the rise
i mortgage bond rates at the end of May
sent housing costs shooting up, according to
the latest inflation figures

Figures released by Central Statistieal
Service show the inflation rate jumped to
6,9 percent over the year to Juneicom-
pared to 5,9 percent 1n May 4‘?

The acceleration was mainly due to high-
er housing costs, up 2,4 percent over the

month and 13,7 percent over the year
I dousing costs account for one-fifth of the'
average household budget
1gher petrol prices also kicked 1n last

| month The cost of running a car has risen
13,5 percent since June last year,

But food prices fell 0,3 percent in June,
with prices of fruit and nuts, coffee, tea, veg-

.| etables and meat all lower than 1n May
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Some SADC
¢
states ‘hurt
. L ’
by inflatio
15 3) (s
From Reuter | 6
vl m
%’ase — Mns? sngth%rl EE E*i’l
economues are well managed but
high nflation still hampers eco-
nomic recovery m parts of the
region, the Southern Atncan
Development Communuty (SADC)
said yesterday
Mirusters of the 12-nahon group
were meeting 1 Maseru this week
to assess progress made 1n the past
year before a SADC summut of
regional leaders tomorrow .
The SADC's counal of murnisters
said yesterday that 1t was satisfied
that progress had been made dunng
the past year m umplementing the
body’s policies and programmes
“Council noted that on the
whole, the economues of the region
are well managed with structural
adjustment programmes achieving
some of the mtended goals,” the
murusters said
However, the council said, infla- *
tionary pressure continued to
undermne the economic recovery
1n some member states o
SADC groups Maurtus,
Angola, Lesotho, Swaziland,
Zambia, Zmmbabwe, Namiba,
Mozambique, Tanzania, Malawi,
Botswana and South Atrica.
The minusters said state expen-
diture i the region had fallen n the

past five years as a result of strin-
gent fiscal discipline
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CHRISTO VOILSCHENK

ECONOMICS EDITCR

Cape Town — The consumer
price index, or mflation rate, hita
14-month gh of 8,4 percent last
month, pushed up by a sharprise
m food-price 1nflation, the
Central Statistical Service said
yesterday

Food 1nflation surged to
10,4 percent last month, the first
fime since June last year that 1t
has been in double-digat figures,
from 7,9 percent m August

The official inflation rate rose

Soaring food prices rai

0,9 percentage points to 8,4 pex-
cent last month from 7,5 percent
1n Augnst, triggering mild selling
achivity on the capital market

The vield mE the government’s
R150 bond rose 6 basis poimts to
1544 percent as the figures were
released, before gaining some
sround slowly to end the day at
16,42 percent h

Dealers said the bad inflation
news was the only factor at work
1 an otherwise calm day -

The Emmﬂ#:mﬂ-mmwmﬂm@
jump m the mflation rate from
August to last month has causet

some economists to revise themr
forecasts for this year’s average
mmflation rate. It has also
strengthened the view among an-
alysts that a cut in the Bank rate
1s still along way off

Johan Rossouw, the chief
economist at Huysamer Stals,

' em1d the first cut m the Bank rate

could probably be expected after
the Budgef in March
The jump m food nflation

_was caused by ram and cold

weather, which damaged veg-
etable crops 1 the summer rain-
fall areas

se 1
ET (H

tion t

JHNM‘N—.M*& r@ -

Economists e
flation rate to rise to between
7.9 percent and 8,3 percen and
Pireter Calitz, the senior econo-
mast at Sanlam, said the 8,4 per-
cent figure “was 1n the upper
range of forecasts”™

The higher-than-expected
September inflation rate moved
Qanlam and Standard Bank to
revise their forecasts for the
average annual infiation raie
this year from 7,2 percent to

7.3 percent

[1 Business Watch, Page 13
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CHENE BLIGNAUT AND JOE ARANES highest yet, and will have an mpact on the It would have a knock-on effect as busi- sonable” and “logical” consequence of g 25 ™ .
STAFF REPORTERS prices of all other products nesses passed'on the mnerease to already percent increase m the cost of importing
It will bring the total rise m pricesmece hard-hit consumers crude o1l over the past few months 250 DEGEMBER4'|

Only a dramatic strengthening of the the beginning of the year to 87¢c a litre, He expected that 1t would put pressure This could be atinibuted to a steep rise1n | 216

rand can save consumers from a largely as a result of the declmingrandand on taxi operators to raise their faresand demand for o1l worldwide, which had 240 tents per |ltre

predicted 9c rise in the petrol price a steep Increase 11 the price of erude 011 might have a slight impact on car sales,as resultedm a shortage of stock _

before Christmas that is fuelling fears The latest increase will follow a year of motorists opted for smaller, more econom- Mr Jammune said the price of crude oil w 200 -

of rising inflation volatility in the petrol price, mcludinga27¢  cal vehicles was at 1ts highest level yet =

This warning comes from Department increase between April and June which Mr Jammaine said the timing of the A third of the South African petrolprice | £ 190

of Mineral and Energy Affairs spokesman pushedittoR2,13a litre, andadroptoR2,07 increase wo uld perhaps have a positive 1s determmed by the price of crude o1l. The & )

Theunis Burger, who has forecast that 1n Novembper effect on the borrowing binge by con- restismade up of various taxes. 180 — -

motorists will have to fork out the extra Econometrix chief Azar Jammine said sumers, persuading them to reduce their “Only 1 the rand 1mproved to the level of m ﬂmﬂa 1 # _
: , amount from December4 the expected 4,5 percent immcrease would demand for credit and opt for better fman- R4,50 to the US dollar would we witnhess g 70— ™ 766 03 ot s g5 07 04 02 05 ge
Mm N wn _ﬂﬁ. 200 250 300 350 430 450 500 The mncrease will push up the price at- push up the inflation rate between 0,land cal plannming significant reduction m the petrol price,” JAy TEB MARAPR A Tagp UG SEP OCT NoV DEC

cons a e the coast to R2,16 a litre for 97 octane, the * 0,2 percent He said the latest merease was a “rea- said Mr Jammine
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Cape, Town - The spectre of
double digit mmflation in the
neanlfuture loomed large yes-
ter@ay; when the Central Sta-
tlstmql Service announced
that inflation jumped from
8,4 percent m September to
9,1 percent 1n October — the
highest level since last June

Although there was a
mixed verdict on the prospect
of double-digat mflation, most
economists said mﬂatinn
would flirt with the 10 percent
level within months Rates on
the capital market then rase
more than 20 basis pomts

By late yesterday the key
R150 long bond was trading at
16,00 percent after startmg the
da}f at 15,77 percent.

+ Analysts had expected m-
ﬂatmn to rise to just below
9 percent The worse-than-
expected figure caused most to
revise upwards theiwr forecasts
for future mmflation

Food prices were again the
main culprits in October After
jumping from 7,9 percent in
August to 10,4 percent m Sep-

] temher food mflation rose to

12 4 percent last month
; The big rise baffled some

Gloom as mﬂatlon

head to

CT( PR

14

z:? 134

anaiysts “Seasonal factors
must be at play That 1s the
only explanation I can give,”
said Pieter Calitz, a senior
economist at Sanlam ’

Vegetable prices jumped
11 percent from September to
October for an annual rise of
35 percent The official food n-
flabidbn of 12,4 percent 15 a na-
tional average of cosmopoll-
tan areas In the coastal cities
of Cape Town, Port Elizabeth
and Durban food inflation has
long hovered above 10 percent
Last month the highest food
Inflation was measured 1n Pre-
tora, with prices 14,4 percent
higher than a year ago

But most economists are
sfill forecasting mflation to
peak below double digits

Standard Bank’s econom-
1¢s division expects inflation
to peak at 9,56 percent this
month and fluctuate hetween
8,9 percent and 9,4 percent 1n
the next s1x months

Johan Rossouw, a senior
economist at Huysamer Stals,
expected inflation to rise to
9,8 percent this month,-but
said 1t would stay below 10 per-
cent next month

] Business Watch, Page 18
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EIGHTING THE CONSUMER BASKET

CAPTURING THE NEW SA
(783
The newinflation weighting structure
— the consumer basket — to be intro-
duced next year by Central Statistical
Service {%1% ciffer vas?ly from the exist-
Ing one

The basket reﬂgcé hg ép‘?andmg pat-
terns of the average household and sur-
veys to update 1t were made in 1985,
1978, 1970 and 1958 But, this time, the
new basket will not only capture
changes In consumer behaviour If fund-
Ing 1s available, it will include spending
patterns In rural areas not previously
montiored

For the sake of continuity and compa-
rability, over the next year, the weighted
average for the selected metropolitan ar-
cas — now used for determining the
“headline” annual inflation rate — will be
refained

This could have a significant impact
According to the October 1995 house-
hold survey, half of all people ive 1n rural

- dreas

Says Old Mutual economist Johann Els
“The inclusion of new areas in the calcu-
lation means lower income groups will
be a bigger determuning factor for an
eventual composite inflation rate ”

This 15 especially the case with food
which “already has a large weighting
(18,6%) 1n the overall inflation rate And
It 1s one of the more volatile compo-
nents This makes for the posstbility of a
more volatile inflation rate 1n future ”

some of the shifts that occurred be-
tween 1958 and 1990 include increased
expenditure on services from 32,4% to
42,1%, a drop 1n food expenditure from
28,2% 10 18,6%, Increased spending on
housing (16,7% to 20,5%) and transport
(11,2% t0 14,49) and the reduction in

b el

/

g

spending on cloth-
Ing & footweat
from 12,4% to 7%
The 1995 Octo-
ber Household
Survey’s
disclosure has
been used to verify
expenditure on
goods and ser-
vices {(and there-
fore the basket) If
the funding
avallable,
workers will pe

Sent to small towns, rural areas and mn-
formal settlements to monrtor prices

At arecent conference, CSS head Mark
Orkin said the field workers will eventu-
ally monitor the informa SECtor more
closely They will also assist in the pro-
posed quarterly labour surveys of house-

holds in an attempt to get more accurate
figures on unemployment m
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Cape Town
Inflation still
higher than
5;|t|es

0

BUSIN El] 16?( q q
mﬂatmn 1 Cape !&n is still

outrunning the national average,
Central Statistical Service figures for
March show,

For the country as a whole, the year-on-

year change 1 the consumer price index .
dropped 1n March to 9,6 percent from 9,8: -

percent m February
But in the Cape Peminsula, inflation 15
running at 9,9 percent

Of the major cities, only Bluemfnnte1 g

and Durban show hlgher inflation rates
than Cape Town.

But on the food price front, the Cape
Peninsula scores better, with food price
mtlation running at 9,5 percent a year in
March compared to the national average of

8.8 percent o by,

Except for the Wltwatersrand where’
food inflation 1s running at a cnmparatwé-‘

ly low 8,3 percent, all the big South African-
clties showed faster food mflation than

Cape T\swn

In Port Elizabeth, food prices shot up

11,7 percent, 1n East London by 11,5 per-
cent, by 11,2 percent 1n Bloemfontem and a
staggering 13,3 percent in Durban *

In the country as a whole, consumers:
benefifed from a drop 1n meat prices, down
0,4 percent from February to March, whale
prices of milk, cheese and eggs, fats and
oils, fruit and nuts and vegetables all rose
between 1 percent and 1,8 percent over thé
month.

Once again, prices rose faster in chain

stores than in smaller retail outlets.

Food prices 1n chain stores were up 8, é
percent over the year and in other shops 8,1
percent ,

The consumer price 1ndex for March

was also kicked upwards by a 9,6 percent -

hike 1n the costs of education, as the Cen-
tral Statistical Service meluded new fig-

ures for school and university fees after its

annual survey,

Next month’s figures will imclude high-
er prices for water 1in some urban areas,
higher toll fees and mereases in the'prices
of medicines, newspapers and magazines,
and homeowners’ msurance, the Central
Statistical Service said

|
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Expert claims SA's siuble experlence

is unique in modern economic history

Qouth Aty ir.a s experience of inflation was untigue because never
before has a eéuntry had wflation between 10 percent and 20 per-
cent a4 yeadt ol ) vears withouf 1t either going down or increasing
- mto hvpermflation, Phithp Moh, ?{ g,e egonomics depariment at
1

Unisg, said veeterday
Mohr toid a4 Unisa Forum meeting that in this instance South
Afriea iad done tanly wvell begause 1t had been able to i nage its
high nflation from dboud 1470 eowards During this stage it had
¢ the most stible inflation 1ate i the world He said mflation was
pieferable 1o the deflation experienced uinring the grend depres
sion m the Jate 1920s, but the 1dr Al situation vwo1s price s ability
He caid the veduction n Sonth Africh's imflahon rate to 7,7 per-
, cend, last year was brouchi about L, a greater dugtec of. economic
¢ diserpime than T previous vedls - - Rov Cohavne, Pretoriv «
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Belinda Beresford ?

| CONFUSION about the timmng of a
'| possible mterest rate cut was height-
ened yesterday after the consumer
price index (CPI) for June fell 0,7 per-
%Zr;rmgefpultlﬂ:a to B,BEE- while the trade
es for the month sureged -
plus of R4,15bn. gec to a sur
The CPI figure was the lowest for
nmne months and below general expec-
tations among economists of about
9,1% The seagonally adjusted index
rose 0,5% month on month.
However, the gloss was taken offthe

trade statistics by an addendum from
the SA revenue service that the import

figure would have to be adjusted up-
wards by about R1bn. This i]vas du.é1 Eo 6,5
crude o1l consignments which had not

.

- I— I Ll
JJASONDJ FMAM JY

been cleared in time for the rel 97 l
ﬁgtu}fgﬁ }‘hﬁ e e 10! w1llel rgeeagﬁef Graphic KAREN MOOLMAN _Sou v CSS _ 4;:_ #
Wi eduly figures EW Balderson economist M:]éei |

The Central Statistical ‘Servi
(CSS) figures show the core mﬂatu:f;
rate was 8,8% for June agamnst May’s
9,5% The monthly increase in the core
inflation index was 0,3%.

Schussler said the trade figuré

showed that imports were flat ang&lzig

ports were downg better than expected »
rh

Continued on Page 2

1%

Schussler said the lower-than-ex-
pected CPI figure could ndicate a
rapid slowdown 1 the rate of inflation
over the next few months “An interest
rate cut 18 now long overdue, the econ-
omy has slowed down. We cannot af-

Inﬂgaé}i,on .
Continuéd from Page ‘6 ,‘3

However, a “very bix surprise” had

\o3

been that precious metal exports had
‘been. R2bn higher than usual. This 1n-
dicated there may have been an adjust-
ment to the figures for the category If
this extra R2bn was deducted from the
export total, and the R1bn added to the
mmport total, the trade surplus was on-
ly about R1bn - roughly in line with
expectations, he said
The officaal inflation rate rose 0,3%
month on month, Of this 0,1% of a per-
centage pomnt was attmbuted respec-
tively to food, housing and equipment
“Other” items also contributed 0,1%,
while transport subtracted 0,1% ’
The CSS data shows food nilation

rose to 12,8% — the highest smce May
1995 when it was 15,6% The month-
on-month merease in the food compo-
nent was 1,1% Nonfood 1tems showed
a month-on-month mcrease of 0,2%.

ford to look at just one set of figures,
but shonld look at the overall picture

“What is more important — the
price of the food on the table or whether
people have food on the table?”

The Standard Bank economics diva-
ston said the June inflation rate
showed the downward trend was “firm-
Iy established and a rate of about 7% by
the end of the year 18 a distinct pos-
sihility”. The annual inflation rate was
hkely to be below 9%. :

The bank said the jump 1 the trade

surplus for June was not surprising

“due to the erratic nature of SA’s tll'B.dE

figures” .
The R2,2bn rise in precious gems
and metal exports was probably main-

ly driven by diamond sales
Comment: Page 15
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YEAR-on-year producer inflationr was

6,9% 1n July, lts lowest rate 1n a year
and a substantial drop from June’s
1,6% figure

Economists welcomed the lower
than expected figure after predicting a
consensus rate ﬂf 7,3%, and the bond
market mtially strengthened to a
14,08% yield on the.- R150 government
gﬂt fmm. 14,115% before the fisure was
released Huwever a weaker rand saw
bonds give up their gains

“This 15 a good figure and I expect
the year-end rate to come in helow 6%,”
RMB economist Rudolf Gouws saud If
the average monthly i1ncrease since
February of 0,3% was projected for-
ward, a rate of 4,2% would be reached
by December. However, he expected
the dechine mn o1l prices to end soon,
which would lift the monthly increases

I .

EW Balderson Ecunumlst Mike
Schussler was equally upbeat “Itisnot
often that we beat the Germans in the
inflation stakes, so I must really crow

In mnflation terms it 1s hke winning the
World Cup ”

He said the annual inflation rate for
1mmports was 3,9% whereas German 1m-
port prices rose 4,2% “My worry 1s
what the relatwely low depreciation of
the rand 18 doimng to our export com-
petitiveness as I doubt that most of our
exporters secured 12-month forward
rates of R6 a dollar and above when
they were available at the end of last
year and the beginning of thas year ”

Huysamer Stals economust Johan
Rossﬂuw predicted a 6,5% rate 1n Au-
gust, with a year-end rate near 5% “I
think this low figure will feed through

Continued on Page 2

Pr duc er inflati 02“&; owest rate in a year
for the remAainder of the year Pmduce \ *

m H-_#f--ﬂﬁ \

9,5

|

% change 0 :.~
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9,01

year on year V
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into consumer inflation with a one- or
two-month lag, so I will be lowering my
consumer inflation forecast,” he said.
The annual rate of mcrease in the
roducer price index for locally é:ro-
uced cummud.ltles was 7, 5%
while for imported goods it was
3, ‘09 (4,1%), the Iuwest since April last

Len itwae 3,2%.
yeaé::rall the Central Statiatical Ser-

vice saud, there was a 0,18% monthly
increase, with the blggest individual

)| 8,6%,

[ _ i

U VY AL LTV Y Ll y 315 Dokl

|HJ‘

contributors being electricity (0,15%)

and gas and water (0,10%).
e seasonally a justed quarter-

on-guarter ann

rice reductions, w1
ing these were close

as a dechne of 7,1%
TO 1% dec]me in June and an 18,1% in-

crease in December

The rate for SA-produced goods,
80,74% of the index, was 5,0% in July
from 6,3% in June and 11 A% 1 De-

uember — J-Net.

its recent decline mth the overall
:11'.2 4% from 2, 7?‘31 mJune and 12,7%1in
December laﬂt year
ponent saw a 8 Omtﬁ
toanend The rate
compared with a

rate continued '.
rate "

The lmported com-

in the recent o1l

economists say-
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rate goes down

[

I ni 10,5 percent

*

SA inflation 3

"By Business Reporter

LOWER food prices pulied South Africa’s official
nflation_rate down by 0,4 percent 10 August,

L

Central Statistical Service figures released yester-,

The CSS snd the consumer price index (CPD
dropped to 8,7- percent from July’s disappointing 9,1
percent _ B | '

The monthly and seasonally adjusted mcreases were
measured at.0,2 percent

However,the core inflation rate, which excluded
volatile commodittes such as frozen foods and veg-
etables, and-morlgage rates, rose by 0,1 percent 10 8,3
percent: e % N

Food inflation dechned by an annualised two per-
cent to 10.percent, while the nonthly mdex fell by 0,1
percent The fall 1 the monthly food CPI was attrib-
uted to lower meat prices (-0,5 percent), fats and o1ls (-
0,2 percent), and vegetables (-1,2 percent)

The monthly mcrease for all stems excluding food
was 0,3 percent, largely due tO higher prices for NOTE
alcoholic beverages (0,1 percent), alcoholic beverages
0,3 percent), cigarettes, C1Zars and tobacco (0,9 per-
cent), and fuel and power (1,1 percent) o,
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r.:..-.l._.ull...— L ey | R . T . T TR

DEVENties piaved 1or Show-bands wha niaves

E:l.lﬂ.._—l GRMAITF o es e e -~ ewm o=

Isnany
ul JIodsuer) pue suisnoy ‘1amod pue [anj
‘T23M]00] pue SUTY)00 *saaIesIo ‘SHurIp
J0 sad1ad o] UT SOSBAJOUI LM ‘AB3L 31[]
I9A0 %¥'8 9501 STHS]I POOJ-UOU JO S3ILIJ

"0pL°L, 03 S801Id POOT UT SSESIOUN

o[} UMOD pIaY SiSIno JS[[eWs a[IMm jsniny

0] Je34 3] I9A0 %901 9S0J $9101S UIBRYD
UT S30LIA pooJ yet)) Moys S9.m31y 980 a1y,

591

-JN0 JATRWS UI UL} $2.10]S Urel]d 51q 13 Ut
I9)s€] SUISLI a1e S90tad Poo} ‘utede adu()

"TeaA

B 66¥% 67y uey) arow spuads dnoas sinjip

-nadxe YSIY LI9A a3 PUe 86% 67 PUE 016 124
usamlaq dnoJs axmjrpusdxs YST s ‘606 12
PUE 165 TTY UaaM]19( dNOJS S[PPIUT 9} J1edk
€ 069 ITY PUE T3¢ 9 Usamiaq spuads dnosd
aInjipusdxa mo7 atf) Lxead e Opg 9y uey)
5S9] puads oTyM sployasnoy se 880 aus £4q
pauLjep st dnois amipuadxa o] A19A ],
"JUOLH 3] I9A0 3S0.1 SAILId pooJage.aase
‘apdurexs Joj ‘Jeawl U0 $597 pue sjonpoad
uIe.ld uo aJow puads oym ‘sdnoas mEcuﬂ
MO] PUB MOof AIDA 91} UT SPIOTasnoy .Ha.m

sdnoJs

UIOOUT YSIY 0] STPPIUE 9} UL SpIoyasnoy
paljouaq Arjsowr sadLid pooj I1aMof ],

"BOJ0D pUR Bd)

‘99JJ00 pue ‘JeEns ‘SInu pue 1ng ‘s83a pue

88330 ‘YTWr ‘s1onpoad UTels 10Y sostI aorId

m fdl_.‘,,f,hw,wuﬂ
W ‘MoYs mmmamm\i i
- 1$SD 150i07 ‘StapIno

OIS UT UDY) SAL0IS -

En&u 31q a3 Sﬁ&mﬁ.
1514 w@ﬁu& ﬁauhm J

% ?.mr L LP#%%:&!&#@% Ay s;.:h {#.___?mrhh -

Aq Josgo L1.red sxom SaUI[Oap asa) Ing

Jjuow a3 1940 % Z'T
UMOD $a]qe13394 JO S901.1d pue 9,z 0 umop

STIO pue s}ej Jo sootad “9,6°0 umop saotad
_Jeaul 1M ‘moys mmnﬂmﬂm o] Hmﬂmﬁw ur

drp 03 ajeJ uorjepyuy 8y Surjoadxe ussq pey

oYM ‘sJsTUION009 Aq SUoIIoTpaad [} TM aUTI|
I ST 94 '8 JO IMST] UOTjR[JUl [eUotjel U,

"BITISUTUR 91} UT 86X UOTJeuUl

JOYSIY B MOYS Op £31]) 1INy 'Sa}II IS0 UT

UE} SAISUSdXS 910 ST UMO], ade ) 'l SUTAL]
JOIL 10 JOUaUM MOYS J0U OP S2IN31] a1y,

"%01 J0a3e

* ~IOAR TEUOTIRU 3]} 0] PaTedurod ‘TeaA 3] A0

% L°0T 9s0x umoJ, ade) ui saotxd pooy
05G°0T UOPUOT ISEH UL PUR Jeas o)

¢ JDA0 9,07 SULSLI Asfaaquury] ur sa8011d yim

‘umof, ade) wery] asIom pip Uopuo T ISR pue
A3]IoqUUII] AJUO S8} R}S UOIIB[JUI 8} U]
s % L8 JO 9FeJoAE [EUON)BU 1]} (1M Paredmion

t ¥ of TG SEM JSISNY 03 T894 A1) JOAO MO, aden
* UL @12 UOLYRTJUL 31} Jelf} MOTS BLI0301J UT

Amwov SJTAJSS TEOTISTIE)S [enUs) o) Aq Aep
-131S9A PINSST ejep xapur s0L1d Joumsuo)

*MOYS SIS [BIdJ0 ‘SonIo

WeILY YINOoS JOJ0 SO Ul UEY} JO)Se]

SUISLI (S 8T UMo], ade) uy seoLig

mm.w S[0TM B 5B ATJanoD a1} 10§ $a801xd pooy

AMPuraesie ﬁﬁmsmﬁﬂu.ﬂmﬁ%

s

, , HOLI( SSINISNG

SIONSYA 3dny

| m _, .. tbl6/9z VY .,
280.090D 10 Sﬁé S102q 2511 moEQ %co,m

A * E L R m m .
.- r.. | _ - -# _* - -
.
| | y f%ﬂrﬁmr‘.ﬂnL

._._.1..,. tm 1
S U ..mmwf
R ! cogp w
h n

i
N At

=

——

e s By Sy ] e o sty 0 Wl
Te

[T I-.'H'u

.—.u o_— —u_._w ﬂ_ﬁoz

i
5
g
,ﬁ i___q - ol fqmwi o wu
u-.......-.-..--.-.-f-i.:-.---..t..___.-u-n-tinlﬁin-u-t#-ric.-.._--i._n_--l-ni-wui-_-rnr-i..- F_____f e WL

i L e

LA LN LN

f.l...i.- .1.-'.-.



i
-

50

ECONOMY & BUSINESS

]

MONETARY POLICY

Emayl fmeco bus€tml o za

Inflation fingered to
take the fall _

=D

2410 | 9

But views divided on whether SA is on the brink of gaining low
CPI status or just moving towards a stable band

R:serve Bank Governor Chris Stals’s
move to cut Bank rate by a per-
entage point 1s taken as a strong
signal that he 1s confident SA has moved
Into a lower inflationary environment

But given his preoccupation with bring-
Ing consumer Inflatton down In line with
SA’s main trading partners (about 2,56%}, 1s
Stals confident that his decision heralds a
trend that will move the country towards

the low-Inflation economy he wants?
Low nflation can broadly be seen as
falling below 5% and staying there SA'S

consumer nflation during the past 18

months touched 5,5% but headed straight
back towards the 10% level again

Stals's priority will surely be to see in-
flation settie into a stable and sustainable
band as this will temper inflationary ex-
pectations and suggest to labour and con-
sumers that inflatton n the future will be
close to 5%

Economusts are divided on whether the
economy will aitract the low inflation
badge Broadly, there are those who are

confident that iflation will break below the
5% level and remain there as long as El
Nifio doesn’t play havoc with food piices
On the other hand there are those who
expect inflation to move within a band of
about 6%-8,5% for the next year or so

Underlying trends in demand for con-
sumer credit show that monetary policy has
been more successful In dampening ex-
cesstve demand than was generally as-
sumed Latest private-sector credit exten-
sion figures, smoothed by annuahsing and
seasonally adjusting the monthly figures on
a three-month basis, show a significant
slowdown I credit extension Whereas
growth was around 20% earlier this year,
the figure dropped to just above 6% In
August

Stals relies on a quarterly version of the
figure because he 1s wary of monthly fluc-
tuations But he has set an informal 12%
guideline for M3 money growth n place of
the more ngid 6%-10% guideline that has
not been met in years

Among the financial institutions that

have taken a bullish view of mflation are
Chase Manhattan, ABN Amro, Merrtll Lynch
Smith Borkum and Old Mutual

Chase Manhattan emerging markets
head Nick Griffiths sees consumer Inflation
at below 5% by the end of next year Metrili
Lynch Smith Borkum chief economist jos
Gerson forecasts that by mid-1999, the In-
flation rate could be as low as 3%-4% He
stresses that a speculative attack on the
rand would undermine this possibility

ABN Amro economist Anastasia Gekis
positions Inflation at 4,5% by the end of
next year But she qualifies this with the
possible impact of El Nifio on food prices
and says this could push inflahion up to-
wards the end of the year

“If the environment stays as it 1S now,
then inflation will stay below 5% from then

— @

on,” she reckons Gekis expects two per-

centage pomt cuts next year but notes that
SA will have to move towards international
norms If inflation does settle under 5%
because “a 14% base rate would sull be
high in a low-inflation environment “

Old Mutual economust Johan Els also
foresees inflation dropping below 5% and
staying there 1if fiscal policy 1s ightened and
monetary policy remains restrictive But he
adds that the effects of El Nifio wiil have to
be taken Into account

The economists who believe that nfla-

tion will settle 1n a band above 5% are by
far 1n the majority They cite the still rel-
atively high wage settlements as a primary
reason for consumer inflation to stick n
this range The effects of El Nifo — difficult
to quantify — promise te be another wild-
card in the inflationary pack

DMG economist Gordon Smith sees cor-
sumer inflation moving mto a “lower In-
flationary environment” but cautions that
calling a rate under 5% "1s very risky

Smith argues that wage settlements are
the best indicator of future inflation “We
need to see wage seitlements moderate to

between 6% and 7% before 5% inflation will

be reached,” he stresses “They are now
between 9% and 10% "

He would like to see SA get to a stage
where the central bank, government and
labour support each other on meeting an
inflation target, as 1s the case m New

Chris Stals
fluctuations

wily fox wary of monthly

—

T

Zealand “It has taken a long time to
develop in Latin Amenca,” adds Smith,
“but eventually expectations must re-
flect wage settlements "

On the El Nio inflationary factor,
{1 Smuth 1s "benign” on its likely impact on
food prices "Our studies show that
thcre will be some food price pressures
o[ but these may not be as much as In
previous El Nino periods ”
| Smith expects inflation to fall to a low
| of 6% next year but to tick up again to
7% by the end of 1998 because 1t will
come oft a lower base, set this year
“This still represents a major success
and the outlook will get more bullish 1f
wage settlements fall 1 think they will
fall, but am not sure how quickly

SBC Warburg equity director Tim
Hacker expects consumer nflation to
fall to 7% by the end of this year and to
end 1998 on the same note, with an
average for next year of 7,5% He
doesn't expect consumer price inflation
to dip below 5%

ING Barings economist Nick Barnardt
doesn't believe consumer inflation
needs to go much lower than around
6% as the top emerging economies of |
the world have an average nflation rate

FINANCIAL MAIL - OCTOBER 24 - 1997
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of about 8,5% He poimnts out that service
price inflation tends {0 be far more robust
than goods nflation globally and sees con-
sumer nflation at 7% by the end of next
year after reaching 7,2% late this year His
Zs;;gnated bottom point dunng 1998 1s

Barnardt warns that the favourable credit

extension trends are difficult to interpret
because the low growth may be a result of

an adjustment after -
consumers  overex-
tended themselves kS

during the previous Mk
months He points out

that the second-quar- EK
ter growth in private-
sector credit extension
seasonally  adjusted [’
and annualised was [
23% and that mitial in- |
dications are that this _
may drop to about 5% [amrrEerIE—e
In the third quarter | 1905 .
“You cannot con-
clude that credit de-
mand has necessarily gone Into a massive
downswing,” he argues “In July and August
credit demand virtually came to a standstill
after a big increase in June We will have to
see whether that was a pause for breath or
really the start of a new, softer trend ”
Barnardt expects privatessector credit ex-

0}

the number of rate cuts and what happens
to the rand Therefore 1 see nflation en-
tering a fawly flat period ”

JP Morgan economist Peter Worthington
15 “quite bullish” on inflation and puts it at
7% by the end of this year and 6% or lower
by the end of next year But he adds that El
Nifio and food prices may be a big swing
factor He sees the benchmark R150 bond
yield to slow to about 13,1%-3,25% by the

PRIVATE-SECTOR CREDIT

‘Seasonally adjusted, 3-month annualised.
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end of the first quarter and views other
banks as “far too optumistic because In-
flation prospects are largely already priced
in, government will miss 1ts fiscal targets

and the global environment will see some
rate hikes in the US " Sharon Wood

tension to slow toand stop at, about 10,5%
by the middle of next year*

FBC Bank econpmist Hama Farhan ex-
pects inflation to rémain 1n the upper band
because there are still inflationary pres-
sures In the SA economy “The structure of
our economy 1s not yet that of a low-
inflation economy,” she says

The mam unknown for next year 1s how
severe the drought will be, she comments,
“but we are better prepared than before and
therefore the price increases during the
initial phase are likely to be lower than
expected by some ”

Wage settlements will also be inflation-
ary If they remain at the same level as those
negotiated this year Farhan would like to
see the settlements decline to 7% next year

Huysamer Stals economist Johan Rous-
soux forecasts that the lower turning point
of the inflation cycle next year 1s likely to be
just above 5% and predicts that inflation
will reach 6,8% by the end of this year and a
relatively hugh 7,7% by the end of next year
But by his own admission he takes a more
conservative stance when forecasting and
says that based on the good inflation pro-
ducer figure he may revise the forecast
downwards

“I won't be surprised if we move below
5%,” he remarks, “but that will depend on
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BUSINESS EDITOR

The inflation rate in Cape Town
fell sharply in September 1n hine
with a fall in the national rate,
official figures show.

Figures yesterday from the Cen-
tral Statistical Service show Cape
Town’s inflation rate dropped from
9,1% a year 1n August to 7,6% 1 Sep-

tember For the country as a whole,
the inflation rate, as measured by the
rise m the consumer price mndex, fell
from 8,7% to 8%

Food price mflation m Cape Town
also slowed, from 10,7% year-on-year
1n August to 8,5% m September

But food prices are stiil rising
faster than the national average of
8,3% over the year to September

1% to

9
2’#/ O/Fz%e Co

Inflation in Cape slows from

535

try as a whole,
Increases m the prices of meat, milk,
cheese and eggs, fats and o1ls, frmit
and nuts, vegetables and sugar i Sep-
tember were partly offset by lower
prices of grain produets and fish

For the year, prices of milk, cheese
and eggs are up 12,1% and of fats and
0ls 10% Meat prices have risen more
than 9% over the year
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Slow consumer
in ;l n ahead

Producer inflation at 26-year low

—/777 70

o) think we're gomng to be surprised by just
how low inflation falls next year,” says Old
Mutual Asset Managers economist Rian le
Roux And the October producer price index
certamnly bears him out

Producer prices in October were only
4,9% higher than thelr level mn October
1996 That's well below the 6,1% year-On-
year increase for september, and below
~conomists’ consensus forecast of 5,4%

The price of locally produced goods rose
5,7% year-on-year, compared with 6,5% In
September

And nflation on mported goods was a
feeble 1,3% year-on-year, compared with
3,8%

That supports Syfrets economist Sandra
cordon’s theory that ihe year-on-yeat
change in crude o1l prices — with a lag of
about three months — 1s a rehable leading
mdicator of imported inflation (Trends
September 12)

So far, her prediction that imported price
pressures would continue to ease during
1997 has been right on targel o

Sl ——
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Jail hunger strike after month

No sentence and no bail - Pollsmoor prisoners

2e
GAYNMIS UNDERHILL

-7
Twelve prisoners have embarked
on a hunger strike at Polismoor
Prison after being denied bail.
Some have been languishing
without triail for months

f, The proposal by Correctional Ser-
vices Minister Sipo Mzimela to 1ntro-
duce legislation to prevent people
hemng held 1n prison for years without
being charged, has come toolate for
these prisoners

=, __ a1 a _. = _ —

After being dented bail, the first
awaihng trial prisoners began refus
ing meals on Wednesday this week
and more have since Jjomed . .

Mike Green, supervisor of mter-
nal seeurity at Pollsmoor, confirmed
the hunger strike was taking place
He said that some prisoriers had indi-
cated they were tahing some meals
but wanted to be moved to single cells
where attention would be focused on

thear hunger strike
Mr Green said 1t was 1mpossible to
« I |

-

meet this request as there were no
smgle cells avaiable With prisoners
1n large cells holdng between 20 t0 25
people, the authorities could not
wEMmH.E monitor a hunger strike, he
sal

Saturday Argus was alerted tothe
hunger strike by the relatives of pris-
oners who have joined the hunger
strike Some of the prisoners claum
abase at the prison 15 another reason
for the hunger strike

Shane Ismail, a dentist who 1s

being held in the maximum section of
the prison and 1s awaiting trial for
fraud, 15 one of these prisoners

“My brother told me there were 20
prisoners on hunger strike They are
striking about some abuse 1 the
prison and human rights vielations,
including bemg denied bail,” said his
brother Shuhad Ismail

Shane Ismiail had been 1n prison
for five months awaiting trial, he
said. “That’s the crazy thmgofitall
He has stiil not been charged with

| | -

anythmpg, and they have denied him
g-u

All of the prisoners have rtot been
senienced and were demied ball,
which they had given as the reason
for the hunger strike, he saad.

Pollsmoor prisoner Rashid Abra
hams had embarked on a previous
hunger strike after not appearing in
court for three months, according to
his mother Lillian Abrahams

Mrs Abrahams saiad he now had a
January court date for his appear-

withe

AR

highlight their plight

ance on housebreaking and theft
charges Her son had asKed her to
help highlight the plight of the other
prisoners on hunger strike, she said.

Mr Mzimela recentty out about the
“horrendous” plight of some of the
prisoners awaiting trial 1n South
Africa’s chronically overcrowded
jauls

In May a special task team was
appointed to probe allegations by
Pallsmoor prisonets that they had
been sertously assaulted by warders

-

it ¢

ia

}3/)a

After the attacks, President Mandela
paid a special visit to the prison,
described by warders as a “timebomb
waiting to happen”

The final report on the “orgy of
violence’ at Pollsmoor, m which hun-
dreds of prisoners were brutally
attacked, recommended that warders
found gnnlty of the attacks be sacked.

At present 132 warders face
charges of assanlt, theft and mal:-

cirous damage to property I connec-
tion wtth the incident.
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South Africa’s official inflation
rate dropped to a better-than-
expected 6,8% in November, 1ts
lowest level since May last year.
The Cape Peninsula shared the
lowest mflation rate m the country
with Port Elizabeth/Uitenhage at
5,7%

ast London and Kimberley
recorded the highest inflation rates
of 71,.9%

Figures released by the Central
Statistical Service yesterday showed
the year-on-year consumer price
mdex (CPI) dropped 0,7% last month
from7.5% In October

Theé monthly mndex fell by 0,3%
from October to Novemper.,

The core mnflation rate, which

lllllll_ii-!ililitﬁu

excludes volafile

price move- (1,4%)

ments such as » 2 The increases

those for frozen N..Nn& hwﬂ.umum. wgm.&\. or were partly offset

e ond over. food increased %y 0 N ectn

- R egeta-

draft rates. was HHAFEIN @mm.ﬁ .\. ¥Yont 6,8 1vles (1,4%) and
D

MH_M o lower @ to 6.9 percent msmﬂgm_w%q for
The price 1n- non-food goods

dex for food 1n- decreased by 0,4%

creased margin- between October

ally from 6,8 to and November

6,9%, with the monthly CPI also
expanding ¢,1%

The monthly mcrease was largely
attributied to mncreases 1n the price
ndices for meat (0,7%), fats and o1is
(0,3%), fruat and nuts (1,1 %), and cof-

Relatively large falls occurred for
price mdices for housing (2,2%) and
recreation and entertamment (0,1%)

The monthly trade account
swing into deficit in November afier
surprising the market m October

wings into
(752 2R G A4

with a impressive R1,73-billion

surplus

Meanwhile, Customs and Excise
figures released yesterday showed
mmports exceeded exports last month
by R73,7-million, a disappomting
deficit after a strong pick-up 1n
exports over the year

The cumulative trade surplus
declined to R11,374-billion from
R11,45-billion at the end of October

Exports dropped sharply to
R10,924-billion from R14,73-billion I
October, while 1mports declined
from R11,21-billion to R10,997-bulion.

Cumulative exports at R130,7-bil-
lion were runnmg 13,1% up on last
year, with mmports of R119,33-billion,
11,5% Ingher — Sapa Y
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Cape Town is
the inflation stakes,
according to the latest
figures from the Central
Statistical Service.

The Cape Peninsula and
Pietersburg recorded the
lowest inflation rates in the
country over the vear to
December, with prices ris-

ion lowest - survey

ingonly 5% For the coun- fats and o1lsup 0,5% Prices
try as a whole, the imflation _ of fruit and nuts (up 1,9%)
rate was 6,1%, down from q;and of vegetables (up 1,8%)
6,8% over the year terecorded bigger jumps but
November, these were partly offset by
Food prices rose 6,4% \drnps 1n the prices of tea,
over the year, the lowest (\ coffee and cocoa
annual rate of increase & Among the major urban
smce 1998, areas, Kimberley recorded
Over the month, foodWthe highest mnflation rate
prices rose 0,7%, with meat%Durban had the highest
prices up 0,9% and prices of * level of food inflation,

R
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Reducing inflation to low _@,mo_m ma not be a cure-all
55 Ob5/2.] 7

/
THE behef that macrgeconomic Moderate inflation might not be as bad as moo:o_.:._.% envisage, new studies suggest. Robert Chote reports

The proportion of people’s sav-
policy should be directed first and s

ings held as cash appears not to

rmmm_‘cumEamw at the achievement of
ot iflation i5 ehgraved on the
* hearts of finance ministers and
central bank governors

The case for low inflation rests
on two central assumptions that
mflation reduces people’s well-
being by hindering the operation
of the market economy, and that it
results m a redistmbution of
wealth from poor to rich

Squeezing inflation out of the
economy might be painful 1n the
short term, policymakers tell us,
but the eventual benefits out-
weilgh the costs

There is much to be saad for
these arguments Yet 1n an era 1n
which mflation 1s relatively low,
they should not be accepted un-
critically. Empincal evidence sug-
gests that reducing inflation from
relatively modest levels does not
1mmprove the performance of the re-
al economy. Nor does 1t produce
beneficial redistrbutive effects.

Ewvidence on both these counts
has been provided by Michael
Sarel, an economist at the Inter-
national Monetary Fund.

In two thought-provoking stud-
ies he has exammed inflation’s ef-
fect on economic growth and the
relationship between inflation
and income distribution

Mainstream economists argue
that reducing inflation 1mposes a
temporary cost in terms of real
economic activity. To reduce infla-
tion, policymakers must depress
national output below its “poten-
t1al” level — and, analogously,
. push unemployment above 1ts

““natural™rate — untl wage bar-
gamers reduce their expectations
of inflation and restrict demands.

This will depress economic ac-
tivity temporarily but subse-
quently growth should be higher
than 1t otherwise would have
been Why? Inflation wastes re-
sources by forcing people to hold
more of their money than they
would hike in relatively thquid 1n-
terest-bearmg instruments

It also forces supphers to
change their prices more fre-
quently and distorts the way m-
terest payments and capital gains
are treated by the tax system.

Unexpected inflation makes 1t
hard to allocate resources eff:-

ciently as it obscures the signals of .

scarcity and oversupply imphlied
by changes in relative prices.

The damage that high and van-
able 1nflation rates can nflict
have been demonstrated on many
occasions, but m the earher of his
two studies, Sarel demonstrates
that long-term economic growth is
strongest 1n economes where in-
flation 18 about 8%

If anything, reducing mflation
below that rate weakens econpmic
performance This helps explain
why the fad for independent cen-
tral banks has cut inflation wath-
out promoting growth.

dvocates of mndependent cen-
tral banks argue that even if re-
ducing mnflation does nothing to
promote growth, lower inflation 15
worth having for its own sake. In-
flation 1s assumed to have unde-

sirable distribufional conse-
quences, itting the poor hardest.
Sarel confirmed the pervasive-
ness of thas belhef by conducting a
survey of “eight hghly qualified
economists working in an interna-

tional” financial mstitution”. All
saxd higher rates of inflation
would, other things bemg equal,
be associated with greater in-
equalify of incomes.

The arguments are famihar

" Income distribution:

- does inflation matter?
National income share of the poorest 10%
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Less affluent members of society
are assumed to be more vulnera-
ble to inflation because thewr in-
come is often defined mm cash
terms and they have less access to
financial mstruments that offer
mdexationor hedging

Second, the mcome thresholds
at which successively higher rates
of tax are 1mposed typically nse
less quackly than inflation and be-
come less progressive over time

And third, if the less well-to-do
hold a large ﬂuc@nﬁ—nﬂ of their
savings as cash, inflation will re-
duce the real value of their sav-
mgs more than 1t will those of rich-
er people with more mterest-bear-
1Ing assets

However exammming a sample
of 45 countries, Sarel found no eva-
dence that the level, variabihity or
the rate of change of inflation has
a significant effect on income dis-
tribution He did find that higher
growth and investment rates ap-
peared to promote greater mnﬁm-
ity of mncomes — a finding only
half of Sarel's panel of eight
economists had predicted.

There are several reasons why

reducing inflation maght not be
the pro-poor pohcy that conven-
tional wisdom assumes it tobe.
It may be mddie-class fammlies
whose incomes are most often de-
fined in nominal terms, not poor
ones Sluggish alteration of tax
brackets may affect the capital
gaing and interest income of the
well-off more than the wage in-
come of ordinary workers.

fall sigmficantly as mcome nses,

- as economsts frequently assume

Some people argue that reduc-
ing inflation 18 good for the poor
because 1t promotes economac
growth and because the income
distmbution 1n richer countnes
tends tobe more equal.

Yet, as Sarel shows, reducing
inflation from low levels appears
not to mcrease economic growth,
rising mcomes I poor countries
tend to he accompanied by greater
inequality, and the effect on the
poor of reducing inflation in the
short term -—which often involves
cutting sogtal spending — could
outweigh the long-term benefits in
net present value terms

This evidence should not be
taken as an argument for deliber-
ately rawsing the rate of inflation
The possible benefits to growth
are small compared with the risk
thatinflation gets out of control

And raysing inflation, hke low-
ering it, does nothing to 1mprove
income distribution.

However the fact that the em-
pirical evidence suggests modest
inflation 18 not as damaging as
policymakers claim, suggests
counterinflationary policies ought
not to be pursued too zealously.

When external shocks — like
the Asian finanaal crisis — push
inflation lowet, policymakers
should lock 1n the gains.

It is, however, less clear that
they ought to actively engmneer a
slowdown 1n order to reduce mfla-
fion from already low levels. — Fi-
nancral Times.




flock to fill up, while protesters man blockades

outside depots to prevent trucks making deliveries

STarF REPORTERS,
Own CORRESPONDENTS
AND Sapa

irtual war was declared

‘ ; between 47 000 striking
chemical workers and

thelr bosses yesterday in block-
ades outside refineries mn Jo-
hannesburg, Cape Town and

Durban
The blockades, coupled with

the rush before today’s fuel
price hike, added to a growng
crisis as filling stations
throughout the couniry began
to run out of petrol

In Alberton, petrol delivery
frucks could not leave the Al-
rode Shell depot vesterday he-
cause a group of strking dri-
vers were toyr-toying i front of
the company’s gates.

Only at about 5.30pm did the

first two -frucks ~leave - the -
43 nises under.police eeeert‘e dyg
feun String =members- of wthe ¥, |

(,ilem ical Workers’ Induetr_lal

Unimtr jeered ‘as “the***ﬂz*‘ueke ~* fected, many petrel ‘statidn
managers’ across the country’

paesed them, a

CWIU shop steward at the
depot, James Mmekwa, said
they had been protesting at the
gates since 6am and were pre-

spared to continue with the

strike untﬂﬁthelr hosses ac-
ceded to thelr 1(1 504 salrar},ir mn-
crease demand ;l4 i

But in Cape Town, CWIU
spokesperson } 111 Western Cape,
Fazel Earnest said tensions
were exaeerbated ﬁy;,esterday

when:police myured four strik-

-ers with rubber- bullets aimed

at pickefting workers at the
Kynoch fertiliser plant near the
Ca]tex refinery 1 Milnerton

STAFF REPORTERS AND SAPA

. Motorists all over, Greater Jo-

hannesburg, Pretoria and the
Reef besieged filling stations
yesterday.on the eve of today’s
11¢ fuel price hike

This, coupled with panic
sparked by the chemical work-

ers’ strike, caused long queues
at many garages and expecta-
tions that many would run dry
foday, - : . !

The Star surveyed abeut 30
garages and found a similar
story - the demand was
much higher than usual during
the ,day and most feared that
they< would 'not ,get any
more supphes until the strike
ended, T

During the day, some -mo-
torists said they were trying to
avoid a last-minute rush, while
others said the increased erime
rate, ; especially hiyackings at

v -

Industﬂal actlon aﬂects cruﬂal dellverles

: STAFF REpnnTEH

FI‘ o L-F

f

' The strike by the 47 000 chemi-
“eal 'workers is ‘affecting -major
infustres and 1s cripphing the
erueial dehiveries of medieines

‘and petrol

Tha affocted mdustries are

‘B The petroleinm imdustry

}‘i The chemie als Imduasixy such
,ae AKCL which moduces ex-
Pploswves and fertiisers

® Glass producers euch as Con-
seL w

‘Ml Consumer ?fmr]'?_. ]HHI]U_LIC
tured by compamnies such as
Revian and Unilever - whele-
Salers and producers in the
pharinaccutical mdustiy

One worker was arrested and
charged with pomting a
firearm

“One of our members might
need plastic surgery, he was so
badly attacked. It is all-out war,
We will not give 1n,” added

Earnest.

The CWIU is the only chem-
1cal workers’ union not at the
negotiating table

In Durban, striking workers
were teargassed by police after

they blockaded trucks at the
Shell refinery.

Confrary to staiements by
the National Petroleum Em-

ployers’ Association that fuel
distribution had not been af-

1 Police use

{ teargas on
" strikers .
ﬁ at depw&e %

iql

had either run out of petrol by
last might or were expecting
their stockpiles t0 run out 1n
the course of today ..

A snap survey by The Star
on the avallablllty of petrol at
about 50 Gauteng. petrel sta-
tions showed that about 20%

‘had run out by last night, with

no wmdication from: suppliers

that.there would bé deliveries.

About -30% predicted they
would be “dry” by this morn-
g, and the rest were hoping
for supplies to last until Friday,

The position last night as re-
gards essenfial services and

filhng stations, had forced them
to “top up” durmg thelr Iunch
breaks.

At Kensington She]l which
claims 1t is the biggest pumper
m the country outside the Shell
Ultra City chain, father and
son Mohammed: and Faizal
Hajat had to pull up thewr
sleeves and join their 56 atten-
dants in'the forecourt as mo-
torists drove 1n to beat the dead-
line.

Faizal said they were ex-
pecting all thelr service sta-

tions - Southgate Shell; Castle .

Garage and the flagship Ken-
simgton Shell -to run dry by the
end of the might -

At thewr Kensington outlet
they had the capacity to store
140 000 hitres and the last deliv-
ery was on Monday

Christian‘ Giyjana of Elhs
Park Auto Select saxd they had

one of their busiest days n

l Induetrnl rubber pretiutere
such as Dunlop Industrial :
Already the peiroleum in-

~ dustry has eonfirmed that its

contmpeency ans amed qt
maitaimming the level of sup-
plics to 1ts 15 (HK) oullets arc not
1p to serateh

Fante Ernst, spnkesner<don .

tor the employers’ association,
sa1d mtimdation and attacks
on staft had rendered the
dso0¢ lation’s contingency plans
unworkable, and that cer-

jamn 1 talders could not' be -
. suppliers ~chemical and phar—

reached
‘T'he normal schedwles of
our disimbution network have

been changed to priorHise vet-

U

busmess was*

B Police services® Senior Su-
permntendent Andrew Lesch,
communication officer for
SAPS support services, said
they had stockpiled enough fuel
for at least a week to keep their
32 000 vehicles on the road 24
hours a day The police are also
negotiating for more supplies.
The SAPS uses between 11 and
14 million hitres a month

B Emergency services: Charles
Terreblanche, deputy ‘director
of Gauteng emergency man-
agement services, said they had
enough fuel for two weeks
They also had contingency

plans if the strike lasted longer
than that

W South African Anrways A
spokesperson would not detail
plans but gave the assurance
that services would not be dis-
rupted
H"Eublle transport. Tont van
‘Niekerk 'manager of cusfomer
services fof the Greater Johan-
neeburgMetrepehtan Couneil,
said all 528 buseés on all 108
routes would run as normal.
“We have eneugh fuel to keep
our buses running for five days
We are lhaising with our sup-
phers.”
M Business, Many indusiries
and companies with large fleets
are stockpiling to make sure
they do not run out of fuel.
Degpite these precautions,
some companies fear they may
not weather the storm
B Transpori companies. Peter
Farmerey, managing director
of Biddulphs, said- “I suppose

» JoFage 3

_qu'ecourts full as motorists rush to fill up

years yesterday when they sold
more than 40 000 hitres between
6am and 6pm.

In one two-hour period they
sold 10 000 litres — three times
their normal amount.

Mereury Engen Service Sta-
tion manager, M du Toit of
Ferrarmere in Benont, said she
ran out of patrol at about 6pm

yvesterday and she was not
certam whether there would be
any delivery today.

John Nlcelae of Andrews
Shell Servme Station m Webber
Road,- Germiston, said they
would be hucky if their petrol
lasted unti today, considerig
the customer stampede due
fo the impending price -
crease,

Contingency measures have
been taken to ensure that bas:c

services, mehuding police, am-
bulances, buses and planes, are

not left dry.

tam ﬁ]llng stabions because 1t
would be'] Jmp ossible to supply
11 an effielent and reguler
manner’

“There are some statlene
that will be negatively affected
and will aven ‘be cempletel;r
dry, Lcost said. T

Although he’ dld not have
‘dclails of the effecte,ef the
‘strike on the health sector, he
believed that heepnale and
emergency clinics -could’ be

badly afiected. exf o

He-said: the hospitals’ main

maceutical wholesalers — were
also’ experiencing” In ndnuctior’
and delivery probléms
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dbumped up .. shop steward James Mmekwa leads a group of striking drivers in a song while soldiers and a police officer lock on.

Chemical workers consider wage offer  ‘Fuel strike émﬁ%@ﬁw, workers clash over demands
ert™—we

TOILET FACILITIES OF ASIAN RESIDENTS OF THE

SO

- - -

The South African Chemical The umons have engaged W  From FPage 1 have taken contin- force employers mto submis-
Workers' Union has agreed to  the employers on an mdividual gency plans to keep our fleets sion”. 4 \
take the 8.5% salary mcrement  basis, with the Chemical Work- we will run out of fuel eventu- running but ... by next Thurs- Ernst said it wasa eriminal .
& offered by the National Petro- ers’ Industirial Union demand- ally We do have fuel at all our day we will be in serious trou- offence to block the gateways of [
<t leurn Employers’ Assoclation Ing themaximumof 10,5% - -  depots ble.” depots and warehouses 10 deny
© to 1ts membetrs cluding maternmty leave of s1X “Fuel does not last very Pick 'm Pay supermarkets employers the right to find al-
L Sacwu spokesperson Ma- months, four of which should long; not more than a week to 10 and hypermarkets were stock- ternative means of supplying
] sind1 Maviva yesterday said the  be paid. days Some of cur long-distance piling as much produce as pos- customers
_.M unicn had demanded at least The Congress of SATrade trucks need to refuel along sible. He was adamant that sup- 5
= 10% across the board Unions has alsobacked the five  their routes The negotiator for the Na- pliers would survive the ©
The chemical mdusiry 15 uUnions. Spokesperson Noma- “It could happen that they tional Petroleum Employers’ strike. £
currently negotiating with five wethu Mpati saad the R2000 get stuck out on the road some-  Association, Fanie Erust, said Meetings were held yester-
unions that have common de- minimoum Wwage “was m hne where.” yesterday that picketing was day between the South African
mands of, 2 minimum wage of with ihe ever increasing costs M Retail stores: Martin Rosen, notforbidden butit was regret- Chemical Workers’ Union, the
R2 QB_ 2 maximum of 40 hours of accommodation, fransport marketing director for Pick 'n table that “workers still re- plastic converter mdustry and
eek, and a 13th cheque. and food”. — Staff Reporter Pay, said: “We are on full red sorted to criminal actions to petroleum employers.
: A
_
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By Isaac Moled!

having its consumer prl
mflation jump from the cur-

year to about eight percent by

firm Salomon Smith Barney (SSBA

ouTH Africa runs the risk niﬁ\

5

on

Aepende labour

G@narkct, which SSB described as “a

key 1ssue”
“Monetary and fiscal policy
robably are tight cnough to prevent

rent five percent }rear-un-%a lasting inflation deterioration, and

thus allow the external accounts to

and

end of the year, international bl‘ﬂkﬂ&f&ﬂﬂtﬂﬂl]y benefit from the weaker

said at the weekend

In a statement on Friday SSB, a

speciahst m economic and marke
analysss, said 1t was concerned abou

the country’s wage growth and a
recent wave of strikes, These, the

firm said, couid have an effect on
CP1 inflation

It said a recent wave of strikes ha
somewhat refocused investors’ atien-
fion on the economy's structural

problems South Africa’s labour

market mnflexibility in particular, was

of major concern, said the firm
Although the jump 1w CPI 1nfia-

tion from five percent to eight pei-

~cent,was expected to be reversed
throughout 1999, this, to a large

“However, a pass through of
higher import prices to wage growth
would nisk damaging long-term
nflation enpectations,” the SSB
tatement saxd

The firm said m, the wake of a

evere downward rand adjustment
and amud concerns on ihe emerging
markets i general, mnternational
investors would be watchuing the out-
come of the recent strikes, particu-
larly as some of them had been
accompanied by militant and even
violent demgnstrations

Investon attitude on a country like
South Africa would largely depend
on how far they (investors) percetve
the crisis was damaging the eco-

flation’

fundamentals, and on how

policymakers were responding to the
new challenges

“In our view, the risk of a new
acceleration m wages as a response
to the rand depreciation appears lim-
ited  Simlarly, while showing
increasing awareness that structural
labour ngidities 1mpede job creation
and growth, the ANC-led Govern-
ment 1s unlikely to reverse the pro-
labour legislation of the past few
years soon ™

The firm saw the unlikelihood of
a break 1n the alhance beiween the
AMC, the Congress of South African
Trade Unwons and the South African
Communist Party before the 1999
general elections

“Sumlarly, the Government 1s
unlikely to embark on ambitious
programmes such as labour market
deregulation or accelerated privati-
sation before the election, given
grassroots perception that such shifts
would favour the whate, upper class
minority,” the firm said



|
P" '-.PLL' 'l-.llm l"'u_ﬂﬂut ‘\
nalgdditilinuucg it 'l .

SA inflation rate
remains same
Mm
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SOUTH Africa’s year-on-year infla-
tion rate for March was unchanged at
3.4 percent, the Central Statistical
Office said yesterday

Econorusts were mixed as to the
probable trend the inflatton figures for
March would take with some predict-
ing a significant decline from 5.4 per-
cent 1n February to 5.2 percent

Others had predicted a margmally

higher figure of 5,5 percent, based on
an assumed month-on-month rate of

an ncrease of 0,7 percemt

“Although the figure came as a
surprise, this 1s not the beginning of a
new irend 1n the CPI,

“The downward trend remains
intact, with the March core mflanon
figure beaning testtmony to that”
Genbel Secunities chief economist
Loyiso hiya said

Jiya said the CPI was expected to

K

o)

23 /+/98

reach its lowest level of 4,5 percent by
June and to maintamn the 5,5 annual
average

The CPl for metropolitan areas
increased by 0,7 percent while the
seasonally adjusted index increased
by 0.4 percent

Increase In rate

The inflation rate for metropolitan
and other urban areas was 5,3 percent
as at March — an increase of 0,7 per-
cent

The increases were shightly coun-
teracted by a decrease in the price
mdex for transport (-0,1 of a percent-
age point).

The pnice index for food showed
an annual rate of increase of 6,1 per-
cent in March - 0,2 of a percentage
pomnt higher than the corresponding
rate of 5,9 percent in February
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Producer inflation jumps to-3,7% oﬁ S€ of ﬂ
p . 3183

CHRISTO VOLSCHENK
+ ECONOMICS EDITOR

another 17,2 percent 1n July

. fus The r1se of producer mflation
was 1 Iine with market expecta-

prices, but forecast only “moder-

ate” rises m producer mflation

H The economics unit of

Cape Town — A sharp rise in  tions There 18 a close historical Standard Bank said producer

' the mﬁcﬁ rand price of ollpushed  relationship between the spot ~ inflation could reach 5 tg per-

| rﬁwm,mzﬂﬁm_ rate’ of producer rang .ﬁﬂﬁﬂn@mﬁnﬁm@mﬂnﬁuéﬂ ,a.nmﬁgumnmacmwﬁmnc:i peak:

* milation up sharply to 8,7 per-’ HcHJwamm in-producer prices ratabout? Eﬁmﬁ next year

cent m July from 2,8 percent 1m . usually filter through to Oﬁﬂm Stals, the Reserve
Bank governor; said he did not

June, the Central Statistical consumer prices with a lag of

Service said yesterday two to three months expect higher producer prices to
-The o1l price rose when the Fconomists said the effect of push consumer inflation mio
rand weakened-by 4,5 percent . the dvop inthe rand had not yet double dagits’

agamst the dollar m .H_Em and been fully Eﬂmﬁmm i wholesale The shde’m the rand since

late Emw an. aaverse mm.mnﬁ
on all yEchma goods, and
mmported mflation rose sharply
from 0,9 percent 1n June to
5,1 percent n July

= 3The monthly uﬂcmﬂnmu.@ﬁnm .

- - ged

nEnmm_ yose 4 percent from’ June

Em monihly rise EEcm.,.
unchanged at 0,4 percent On an
annual basis the 1mdex rose
3,5 percent n July from 3,2 per-
cent m June.

. mmﬁmﬁ Rossonw, the chaef -
economist of me.PEE as-

“{o July, its highest monthly rise .cribed the stabihity of the mndex
smee November 1990 when 1t for locally produced mcc_mm tothe
rose 8,1 percent. slowdown 1n naEmmﬂn economic

ﬁﬁ rise m the price mdex of - activity and slack %EE&.,
locally produced goods
HmEﬁEmm subdued m July, with

[1 Business Watch, Page 2

i - '
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Furopean Commission to offer easier access for some SA exports

. ...Sse@&m

il

he European Commussion, 1n an ef-
fort to wrap up a free trade pact with
SA soon, 15 studying ways of im-
proving access to 1ts markets for some SA
industrial and farm products
The nihative comes after a signal from
SA Trade & Industry Minster Alec Erwmn
and European Development Commissioner
Joao de Deus Pmheiro last month that they
wanted speedier progress in the long-
standing discussions The aim 1s to com-
plete the negotiations by mud year, sign the
pact at the end of 1998 and prepare for
implementation in early 1999
Though the timetable 1s not in doubt, EU
and SA negotiators who will continue talks
in Pretoria on March 9 admit the dewil
continues to be in the detail
Officials in Brussels are preparng to table
proposals which would give easter access
to the EU for about 30 industral products
and 480 farm goods produced by SA The
officials wam these products are not part of
the EU’s “exclusion hst” of goods which
Brussels has said will not be covered by the
free trade agreement Also, the imports (nto
Europe will not be liberalised immediately
Instead, the plan 1s for a gradual elim-
mation of tanffs or to install a system of
tanft quotas under wiuch some of the farm
products could enter the EU market duty-
free
The products include ferro-alloys, wines,
spints and dairy products that have pro-
tected trade marks or dencminations All
fall into the category of semisensitive ttems
which were put on a waiting list by the EU
last year because the European Commus-
sion was unable to decide on thelr pace of
liberalisation
The EU 1s hoping the new liberahisation
move will give added impetus to the free
trade talks "This wouldn't be as good as
complete free trade, but it would be an
improvement,” says an EU official The aim,
he adds, 15 to increase the percentage of
EU-SA trade that would be opened up
during the course of the agreement
“For the moment the EU offer covers 90%

of our bilateral trade, while the SA 15 of-  Ehas Links

- \ - rr

gohiator "We would like both sides to im-
prove their offer by 5%

The EU argues that such an mmproved
deal would have the added advantage of
meeting World Trade Organisation stan-
dards for regional free trade agreements

A further look at the exclusion list has not
Deen ruled out The commission says
Pretona should provide a detailed cata-
logue of the changes 1t wants to the list so
that it can discuss the i1ssue with EU gov-
ernments

“Getting changes In the excluston list 1s
going to be difficult because we are tied by
the mandate EU Ministers gave us last
year,” says an aide to Pinheiro

“But we can have another
look at 1t once we have

a final package tied up
with SA,” he adds
Though Britain —
which holds the six-
month presidency of
the EU Council of
Ministers — has
promised to secure a
better trade deal for
SA, key farming na-
fions such as France
and Spain remain

L L r._

translating Ministenal promises 1ntc mean-
ingful trade and tanff concessions i1s not

proving easy But they also insist talks on
nitty-gnitty issues are always tnicky

“We're at a debicate point in our ne-
gottations,” says SA Ambassador to the EU
and chief SA negotaior Elias Links “But
we're moving forward ”

Negotiators are also talking about the
development aid and economic co-opet-
ation aspects of the future pact But, 1t 1S
trade 1ssues that continue to be the main
focus of discussions

By now both sides recognise that there
are products in their bilateral trade whose
tariffs cannot be brought down immed:ately
But neither side is happy with the other's
choice of items to be kept out of the pact

In addihon to the exclusion list, SA's
decision to have some sectors of the econ-
omy ringfenced by protocols 1s turning out
to be equally difficult for the EU

Brussels 1s pressing Pretornia to clanfy the
contents of these protocols, which will pro-
vide temporary protection to at least 10
sectors of the SA economy, including tex-
tiles and clothing and the automotive -
dustry

"We need to know the timetable for the
hberalisation of these products,” says an-
other aide to Pinheiro “We also want to
know just which products will be covered
by these protocols *

Brussels has asked SA to reduce the
number of products mcluded n
the protocols “SA has
asked for special trade
freatment for eniwe
sectors,” says an EU
negotiator “We be-
lleve certain proc-
ucts within these
sectors are strong
enough to withstand

foreign competition
and can be hber-

alised at a faster
pace ”

The commission 1S
also pressing for an
accelerafion 1n  the
dismantling of some
tariffs 1n areas such
as chemicals and

mli b 1 w vl b (W S = |

statesman with the delicate touch jewellery
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Security guards

Frank NXumalLo

LABCUR EDITOR

Johannesburg — More than
130 000 security guards belong-
ing to 11 security industry
unions are expected to take part
this morning in an mdefinite na-
tionwide strike for more pay and
improved working conditions

Mick Bartmann, the chaw-
man of the South African
National Security Emplovers’
Assoclation, said the strike
could plunge the couniry mnto a
crigis as ecriminal elements
might take advantage of the
securty vacuum to hit vuinera-
ble companies

But security guards workmg
for SBV, the cash-in-transit com-
pany owned by the big four
banks, will not take part in the
strike as their union, the South
African Society of Bank Offi-
clals, 1s not 1nvolved in the
mdustrial impasse

“SBV has mformed us that
their cash-in-transit division wilt
not be participating m the strike,
Operations relyimmg on cash-in-
transit, ike full ATMs, should
therefore remain unaffected

“As far as the physical guard-
g of banks 1s concerned, bank
branches have been warned of
the situation and we have been
assured that plans have been
made,” said Lincoln Mal:, a

O11 1l
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MASS AC’ITON Secunty guards, who are demanding a pay tncrease and better workmg
conditions, at a strike that began in Johannesburg on Friday
1

spokesman for the Council of
South African Banks

The strike, which started on
Friday, was marred by violence
and mtimdation along the route.

Jerry Ngcobo, the president
of the Transport and General
Workers’ Union, said the secur:-
ty guards would march to the

southern Gauteng labour
department this morning to
hand 1n a memoranduwn of their
demands to a “semior official”
Workers are demanding,
among other things, a 12 per-
cent wage increase, a full 13th
cheque, a 4 percent employer
contribution towards a provi-

PHOTO KOHN WOODROCF

dent fund and double pay for
Sunday work.

A revised offer by employers
of a 10 percent wage 1ncrease
and a 3 percent contribution
split between a provident fund
and an annual bonus was reject-
ed by the umons on Thursday
night, precipitating the strike
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fhﬂghun is still latting the
poor hardest, official figures
shnw

Consumer inflation 1 South
Africa is running at 5,4% a year,
according to the Central Statistl-
cal Service m Pretoria
: The service publishes figures
K furhnusehnlds 1n five spending
X % ’ce”nrles very low, low, middle,
1gh and very hl

T

The f1 ures show' that the
downward trend in mflation has
benefited the poorest households
Jeast.

In February, inflation for

“very high” spenders (house-
holds spending R49 459 or more a
year) was 5,3%, while for the
“high” spenders (R21 910 to
R49 498), the rate was 6.4%

For the “mlddle” group
(R11591to R21909a yéar); 1t was
8,6% “Low" spenders (R6 34110

Rll 590) faced an mﬂatmn rate nf

poor ha Ed
6,9% and the “very lnw s ders

were hardest hit with an inflation
rate of 7,2%

The main reason for the differ-
ences 1s that poorer households
are particularly vulnerable to
r1ses m food prices,

8l Petrol prices are fogoupaca
11tre from next Wednesday The
price rise follows the 10c rise 1n
fuel tax announced 1 the Budget
and an increase 1n transport
prices charged by Spoornet and

Petronet to the o1l maustry
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NEWS

Inflation in SA is still too high, says Stals

JAMES LAMONT

Johannesburg — A South Afr1-
can miflation rate above b per-
cent was too high, Chris Stals,
the governor of the Reserve
Bank, told the Johannesburg
Chamber of Commerce and
Industry last week

Consumer nflafion in July
was recorded at 6,6 percent In
March, the mmflation rate dipped
close to 5 percent

“We still behieve inflation 1s
too high 1n South Africa At
5 percent it 1s too high,” Stals
said He said South Aﬂ'ma S M-
flation rate was above the aver-
age world rate and this affected
South Africa’s ability to export.

Stals has made the reduction
of mnflation the central pillar of
his tight monetary policy Con-
sumer Inflation accelerated to
6,6 percent last month from
5,2 percent mm June, maimly be-
cause of higher mortgage bond
rates mtroduced at the begin-

(152) r(pe

07, dki

Mowsumvmnmmenowmt%mm g
May v Jﬂﬁe +~3 !JUb’ i
MO » 12.0 9. 3 “111#5}( *
MIA 273 23.3 22%
M1 26.0 35.3 40,6
M2 16.6 214 22.3:‘;#}
M3 16.1 19.4 19.2°
M3 q/q, saar 127 160 . 155,
CREDIT BREAKDOWN: L5 .
Investiments 358 200 - 2946
Bills discounted 26.4 352 . " 3s .
Installment sales 9.3 91 %,- 95
Leasing finance 4.5 A6 e 29
Morigage 11.2 > 11,2 114
Other loans & advances 26.6 25.5 29.4
Total private sector 16.4 16.0 17.6
Toral credit . 7.9 19.8 214
ning of July Banks mcreased November 1884 Since May, the
thewr lending rates i response  central bank has raised interest
to the local currency and finan-  rates more than 6 percent io try
c1al market turmoil which to counter the rand’s volatility
began at the end of May Left-wing economists have
Commercial banks lifted proposed that an easing of the
therr mortgage rates to between  mfiation rate, the budget deficit

23.5 percent and 24 percent last
week — the highest level since

and mterest rates would stinu-
late economic growth Econom-

g

1¢ growth 1n the secnnd quarter
was down to 0,3 percent

Inflation 15 expected to rise
over the second half Its increase
15 only likely to be stermuned by
cuts m the mterest rate

L} “I's gomg to be tough getting
“fHhore loans from the banking
_system m the next six months

Jnterest rates have risen to high

levels, telling consumers they
can't afford all that spending tn-
less they save more money,”
Stals said “These high rates are
part of the adjustment process ”
But hopes for an easmg of
monetary policy took a knock
this week when credit extension
figures for July rose 17,57 per-
cent year on vear, much higher
than the expected 16,4 percent
Stals did not expect an 1m-
med:ate recovery n the local {i-
nancial market after a sharp
outfiow of foreign mvestment
in bonds “Idon’t see signsof an
immediate recovery, but the
basic situation 1s still sound
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e dmidtern review of )t s success, Investors take a medium-

G orasuppoTtyinlatigmtarseting cal)

Y A « . polidies 2% Promoted )ob creation
}! THE Congress of SA Trade Un“iunﬂﬂﬁgatu) has,'%g‘,ﬁ ‘He wasr;écgptlcal about the cyt

{| expressed support for the cali hyReserve Bank i tax fro
{| governor Chris Stals for the intrgifuction of ip. ;

N company
m 35% to 30%, Saying it might “create an

+ ] . Snvirenment for more Profiteering (for con.
flation targeting, saglngu.thié‘ uld be qn_ﬁ‘étp@iei)ggbsidrsed by public resources” )
“effective togl fop econoniic deve pment and >

O IR L rkers’ Union (Nehawu) yester.

| u;;l get Spee 17 i:r!a_';f accused government of a;dnptmg d Narrow
Finance Minister Trevor Manuel,; the fed= %ﬂt}'-drivqn approach to retrenchments in the

J st} Y while, the National Education, Health
)| jobcreation™ <. v, WA 4y ¥ “ﬁ‘*ﬁﬂ?ﬁ"ﬁeﬁ?éd W
el €ration said Yesterday that infl.f;tti%“*t::ﬁrgﬂtlngq.1t A pblie Service, Government ;5 €xpected to he-

i{ could helpimprove government planning .4° ¥ g, laying off workers after a skills audit cyr.

Z; Cosatu general  secretary x Ibhazim’a" "r 2y way completed later th)s year
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The consumer price
index plays an
Important rolein the
determination of our
annual increases.
Tony Twine explains
whatit’s all about

1 around the world, John
Citizen takes on a shghtly
bl  clazed expression when-

¥ WBAcver the term consumer
price inaex (CPD and 1ts associated
mflation rate are reported or brought
up at annual increase time

The main reason for this 1s that
idividual John Citizens have daffi-
culty 1n associating their cost of
Living increases with the John Citi-
zen represented by the official CPI
data If the given data does not rep
resent our cwn circumstances, 1t
must surely be wrong But 1s 1t?

The most common mistake made
by the uninitiated 1s to confuse 1n-
flation which 1s the rate of change
of a given price level, with the price
level itself Thus inflation reducing
from, say, 9% to 5% does not mean
that prices have fallen — they are
merely rismg more slowly

A second reason for common pubhc
mcredulity comes from the breadth of
items covered within the CPI (271
Items 1n 17 groups, m South Africa)
Few imndividuals or households spend
equal amounts of money on all these
1tems every month, or even every vyear;
distancing the commeon experience
from the overall movernent of prices
This 1s demonstrated by the fact

0m catiz

(763)

that so-called headline inflation is ac-
tually media shorthand, borrowed
from economsts, for “the rate of
change of the CPI for all items, all m-
come groups and all areas”™ as pub-
hshed by Statistics South Africa
Most print or broadcast media do not
have the space or time for the title,
let alone any meaningful disaggre
gation of the data, presented 1in some
detail by Statistics South Africa

In South Afinca, a base year for the
CPI 1s researched and constructed
once every five years. Countries with
sustained lower inflation rates may
rebase atlonger intervals The basmg
exercise consists of a huge survey of

........
- _
S
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more than 15 000 households 1n 15
imetropolitan areas around the coun-
try, which sets out to establish, with-
1N the bounds of reporting accuracy,
how households disposed of thewr -
Come on consumer goods and services
over the previous vear Reported
spending 1s then analysed for the base
year, and a table of weights for each
Individual item, adding up to 100% of
consumer spending, 1s created
Those welghts are frozen for as
long as the particular base yearis n
use On a monthly basis, usually on
the seventh day of each month, the
prices of the 271 mdividual 1tems are
measured m the 15 metro areas, ex

; 't all be w

CIIS Can

cept for prices which do not move
very often, like telephone and postage
rates Weighting mdividual items al-
lows price mdicators for 17 groups
(for example, food, transport, educa-
tion, clothing) to be calculated, with
the 17 grouips contributing by welght
and price level to the all 1tems 1ndex
Clearly, different income groups
wall aliocate their resources differently
over the 1tems and groups of goods
and services withm the CPL Because

ﬁ

wrong

27
price changes for ;ndividual 1tems are
not wform, the overall weighted price
changes for each mcome group will
differ from time to time

Statistics South Africa publishes
not onty headhne CPI and mflation fig-
ures on a monthly basis, but also five
income groups (reflected by expen-
thiure, rather than claimed mcoie)

Every mndividual will have their
particular set of weights for their own
consumption basket Those weights
will change from month to month. Un-
fortunately, fiscal, monetary and cor-
porate policy cannot be set agamst a
backdrop of price movements for
more than 40 mallion mmdividuals, and
measures of central tendency have to
be used o form an information base
for mformed decision-making The
CFI principles described here are

“used around the world, although they

.aré sometimes known as “retail

price” or “cost of Iriving” 1ndices

Therefore, John Citizen should
be more suspicious if the rate of head
hne inflation matches his own per
ceptions of hus mndvidual inflation sta-
tus, rather than if there 1sa difference

As mdividuals’ perscnal circums-
stances change, they may well move
between specific weighting groups,
further confusimg their own mflarcton
pictures with that of price movements
as a whole. CPI-measured infiation 1s
neither flawed nor maccurate, szmply
because 40-rmllion John Citizens are
not all Mr Weighted Average

Tony Twine 1s a director at
independent consultancy Econometrix
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Inflation rate drops
to a 29-year low ()
EDWIN NAlnuaT 3 LB’ a9

WHILE mflation in South Africa has dropped to
4,9%, 1ts lowest level m 29 years, the man n the
street will already have felt the benefits of having
a little more cash to spare

Economist Azhar Jammine said the drop in
mflation was good news for consumers, but they
would have already felt the benefits from the
drastic drop m mortgage bond rates from a high
of 24, 5% last September to 1ts recent 16, 3%

The inflation rate dropped to 4,9% mn July —
the lowest 1t has been since since March 1970
The rate, as measured by the Consumer Price
Index, was 2,4 percentage points lower than the
7,3% for the same period last year

Jammine said the impact to consumers wouid
be minimal since bond holders would have been
paying less on their monthly instalments, due to
the gradual decline in the interest rates

He said 1t was obvious from the statistics that
consumers had benefited
® Soe Business Report




ECONOMY Stubbornly- hich core rate could worry Mboweni

Inflation at Bends take

its lowest
in 29 years

Lukanyo MnYanDA
ECONOMICS EDITOR

Johannesburg - Lower interest
rates pushed consumer 1nfla-
tion to 1ts lowest level in almost
29 years m July, figures showed
yesterday,

Inflation fell to 4,0 percent
from 7,3 percent in June, Stats-
t1cs South Africa said

But core mflation, which ex-
cludes mortgage, food and other
volatile costs, remained stub-
bornly high, increasing to
8,2 percent from 8 percent 1n
June This mdicated that mter-
est rates were uniikely to drop
much further despite the huge
drop m headline mfiation

Higher o1l prices were likely
to lead to another mecrease of up
to 10c a litre 1n the price of
petrol during September, mean-
g core mflation was unlikely
to drop much below current
levels mn the short term

Economists said the drop in
the headime figure was largely
aresult of technical factors The
figure for June excluded a
0,5 percent drop 1n interest rates
during the first week of that
month This meant the July fig-
ure had recorded a 1,5 percent
drop, compared with a 2 percent
rise m the corresponding month
last year

“Core 1nflation won’t g0
much below 8 percent and this
will stop prime falling by a full
percentage pomnt by year end,”
sald Mike Schussler an econo-
mist at FBC Fidelity Bank

Tito Mbowen, the governor
of the Reserve Bank, has ind-
cated that fighting inflation was

or () |
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his main priority so the latest
figure 18 likely to result in the
Bank mamntaming a fanly tight
grip on monetary policy Core
Inflation 1s seen as a more
significant determinant of
future Bank policy than the
headline figure.

Economists at SG Frankel
Pollak argued that the prime
rate might still drop below
15 percent Core mflation rose
because of higher ofl prices, not
increased local demand. -

Since the Bank was usmg an
“elastic” approach to monetary
policy, factors hike the mmprove-
ment in the current account,
lower credit growth figures and
other data showing flat econom-
1c growth would probably count
as much as core inflation in de-
termiming its rates policy, .

The bottom line for the mar-
ket was that the mterpretation,
would focus on headline infla-
tion, the economasts sard.

—_—— —_ —— _—

“Having broken the psycho-"

logically umportant 5 percent
barrier, this will be seen to be
opening the deor for further
reductions in interest rates ™

 a step back

over local

CPI fears

CATHY POWERS

I r

Johannesburg - The bond
market softened shghtly early
yesterday 1 reaction to local
consumer infiation data, with
the yield on the R150 kicking
up to 14,55 percent from an
opening 14,52 percent.

“The headline inflation
number went down well, but
the core number 15 becoming a
concern It looks like the core
number wiil be used for mnfla-
tion targeting,” a trader said

The market took some
heart from US inflation fig-
ures, which were 1 Line with
expectations US bonds rallied
after the figures were released
and gave some support to the
local R150, which finished at
14,51 percent from a previous
14,53 percent :

A trader said US bonds ral-
lred because 1t was unlikely the
Federal Reserve could justify
another 25 basis pomt after the
pleasing consumer inflation
numbers

But the local market’s per-
formance on thin volumes and

' little foreign and mstitutional

interest disappointed ob-
servers “The market 18 taking
a sideways stance It’s beyond
me,” one said

The rand softened to a last
bid of R6,1175 to the dollar
from R6,1050 on Monday

The JSE resource mdex lost
L9 percent to 5162,1 Indusiri-
als ended 1,31 perceit firmer at
7120,3 but the all £hare mdex

| shed 10,2 poin g to end the

day’s trading at 7150.4

The gold pHjce kicked up
slightly, fixing 1n London at
$259,65 from a previous after-
noon fix of $259 This pushed
the all gold mndex up a margm-
al 7,1 points to 1024,3

il viallial
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'Headline inflation

qyezg? low

figures rise |n September

reaches 30-

- ; 415.* ﬁb '?'al q
Anincrease in the petrpl pnce could see

! cast of 8,1%.

Samantha Enslin

and Reuter %

e L o

A FALL 1n the prime lending and mort-
gage rates has takem the headline con-
sumer nflation rate in August to its low-,
est level m 30 years, but economsts
caution that the effects of mgher fuel
prices will result in an uptick in mflation
in September Y
Figures released by Statistics SA yes—
terday show that August’s headline in-
flation rate stood at 3,2% year-on-year
from 4,9% the month before, exceeding

Stats SA said that the August headline
rate was the lowest level since Septem-
ber 1969 when cnnsumer inflatton’
stood at 2,1% ,,ﬁ“ ;
The core inflation rate, ‘which ‘ex-
cludes mortgage costs, fresh food ;
prices and municipal rates, stood ati
7,9% year-on-year from 8,2% the r&pnt!;
beiure It also beat the cnnfensuzﬁ fore-;
k"

F1 the Resgwe

gures released by
the current account of the balanice’ of #¥%

nuahsed) had fallen to a deli

' | R3,4bn i1n the second quarter fnm

eurplue of R4,9bn in the first 4 arterg.;

the figure as a deficy} had been hnphed
in the annual economic revleﬁ re-}
leased in August &1

The chuef reason for the deteriora-
tion was due to a fall in nongold ex-
i | ports, a rise in merchandise impnrts
and rise in net current transfers.

The Bank said “the shghtlv_weakgr
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the Reuters consensus forecast of 3,7%; ¢
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expurt performance m the second quar-
‘ter was probably related to some fal-
termg n the global ecunomic recovery
and the oversupply of metals and min-
erals on international markets”

. The hnancial account of the balance
of payments showed an inflow of cap-
ital n the second quarter of R3,8bn
This was the third consecutive quarter-
into the economy and was
again largely the result of foreign pur-

| chases of SA securities, the Bank said.

5 _,Peter Worthington, economist for JP

Morgan S : eai thé current account
will l In the red this year,

combin
re inflati
ratés fle ng below 15,5% %

The Bank said the fand price of M-
portecf crude mf and the effect this has
on vehicie running costs, and the extent
to which mflation expectations are
accounted for [n sominal wage settle-

hlhc

_ments, will determine theT:Lutlﬂu.k for by thetarget date of 2004

filodity exports to;

h ﬂt, ing, nil prices and a
which was revised down from Rﬁﬁbn “ae gru -led Burge mports 4

Economists were not surprised byt i) with pers:stentlyf

! is hikely to prevenf.

KAHEN MOOLMAN Source RESERVE BANK
]

inflation for the remainder of the year
ABN Amro Securities economist
Elize Swart saxd an increase of 13¢/l n
the petrol price should see core infla-
tion rise 1n September v
Meanwhile, Reserve Bank governor
Tito Mbowem said at the University of
Pretoria yesterday that since March
1995, the Bank has given the green light
for SA companies to mvest nearly R8bn
in the 14 member countnes in the
Southern Afncan Development Com-

_mumty {SADC).

Outside the SADC SA comparmes

_ have received approval for fixed direct

investment worth R74,5bn SADC coun-
tries had fixed mvestment of R7bn mn 5A
at the end of December 1997.

Mbowem said the extent of intra-
regional investment supported looser
exchange controls, which would be cru-
c1al to the formation of a free trade zone
in the next five years The target date of
2004 for the creation of a free trade
zone imphed that all intraregronal ex-
change controls should be ?;E‘jlﬁhﬂd
ﬁteﬂw
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‘Monthly inf
lowestin 31 years
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Jonathan Katzenellenbogen

THE consumer mnflation rate fell to its
lowest level last month since Septem-
ber 1968, but the core or underlying

—h rate remained close to the 8% level of

the past year

Market reaction to the data was pos-
iive, but muted, although most
economists iewed the latest consumer
price index, (CPI) figures as bolstering
their forecasts for further dechnes m
the nflation rate and permtting the
central bank to allow the careful low-
ering of interest rates

The mim reason for the decline 1n
the headline CPI number 1s the drop n
the average rate on home loans from
923.7% to 16,5% over the past year Per-
sonal borrowing costs are excluded
from the core rate, which is more heav-
ily influenced by the weightings given
to the petrgl price

The official inflation rate dropped o
1,9% on 4 year-on-year basis from 3,2%
in August, Statistics SA reported yester-
day On a month-on-month basis head-
tine CPl remamned at the previous
month's level of 0,5% The headlne f1g-
ure came i 0,3% lower than the consen-
sus forecast But the level of the core
rate, although n ine with expectations,
continued to disappoint the market

Core nflation mm September on a
year-on-year basis was 7.9% and 0,7%
on a month-on-month basis This rate,
which excludes interest rates on per-
sonal and home loans, food prices
which are seasonally volatile, and VAT
has become the rate that s more close-
ly followed by most market operators

Market reaction to the local data
was positive but muted, with dealers
awaiting the release of U5 consumer m-
flation data Later 1n the day, the U3
headlne inflation for September came
mn at 2,6% on a year-on-year basis,
which was 1n line with expectations

Dealers sard the rand did not react
to the data, but the benchmark govern-
ment R150 bond strengthened slightly
and closed at a yield of 14,425% from
14,5% previously The ISE found sup-
port from the locat and US data releases
and the all share index ciosed more
than 1% lmgher at 7071,5

James Cross, semor deputy Reserve
Bank governor, told Reuters in Copen-

lation

(/63)

Core steady and
headline faliing

10 — 7o change yéar on year

9 ’N\ m
2 i Gore mflation *
ﬁ -

5

4 £PI headiine

3 r infiation

2 |- | 1,09 gul

1 I D O 2 T D DS S DO O L

SONDJFMAMJJAS
98 99

KAREN MOOLMAN Source STATS SA

hagen that the inflation figures confirm
a declimng inflationary environment
Economists largely agree, with many
expecting the October figure to he
about 1,4%, largely due to the one per-
centage point drop 1n interest raies to
15,5% This i1s expected to outweigh the
effect of the rise in the petrol price ear-
lier this month by 8c alitre

Gordon Smith, chief economist at
Deutsche Morgan Grenfell, expects the
dechmng trend to continue as the SA
economy recovers 1 the months
ahead He says ds capacity utilisationin
factories rises, greater economies of
scale will permit a dechne 1 umt costs,
mcluding labour He says the free trade
agreement with the European Unmion
will make 1t difficult for businesses to
increase the prices of goods

In preparation for the adoption of an
mnflation targeting approach to mone-
tary policy next year, the Reserve Bank
1s considering the price index for which
it should aim Bank officials have said
that 1t 15 unhkely to be the present core

There ts debate as to whether the
present core is approprate in View of
the mclusion of energy prices, which
are externally determmed Some
econonusts say this 1s mappropriate if
the core to be targeted will form the
basis for wage settlements

Report eases fears: Page 21
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JOHANNESBURG: The South African Consumer 1s 1eap-
ing the fruits of the massive fall 1r interest Tates, paying
much Iess for goods and services compared to a year ago
when interest rates hut the roof

Statistics South Africa (SSA) announced yesierday that
official mflation m the country had declined to 1,9% in
September, down from 3,2% 1 August and 4,9% m July,

The cutrent mnflation rate 15 the lowest in 3] years and
statistical and fiancial analysts said that the present rate
of 2,3% represented the first time since 1950 that South
Africa’s inflation rate was better than that of the US

“This 1s 2 wonderful set of numbers Our inflation rate
is below the US. For the currency market it 1S very
promising,” said Colen Garrow at ABN Amro

Analysts agreed that core inflation, which excluded
mortgage rates and some volatile elements, was still high
at7,9%

Interest rates have tumbled from a massive 23,7% 1n
September last year to 16,5% a year later wath consumers
paying less on their home loans K

But Johann Els, an economist at Old Mutual Asset
Managers, said the prospects were that core mflation
should declne 1n the next year to about 6% by December.

Chief economust at Econometrix, Azar jammine said.

“It means a lot to the consumer It1s a reflection of the
change 1n the interest rates .

“That 1s a big benefit, the fact that you are paying
much less than you were years ago.”

Jampnurie said although overall prices are MCreasing,
South Africans are much better off than. they were exactly
a yearago The annual rate of increase food prices was
4,3% 1 September et ,

“Ttys will benefit the consumer substantially, | be said

Dr Mark Orkin of SSA said yesterday that the large
decrease 1n mortgage interest rates had offset annual
mcreases in transport, food, household operations and
medical care which contributed to the 1,9% mflation rate

“QOverall prices are rising quite significantly, and by
much more than the cost of living has increased,”
Jammune said |
#The cost of hiving for the average consumer has

[

mcreased by only 1,9% over the past year in relation to his

[]

salary increase This will leave lnm with a lot of extra
| money to spend compared with earlier this year,” Jam-
s mne-added
! “RejaneWoodroffe, of Merndl-Lynch, warned that inter-
estqates should start to move up agam around September
next year and this should impact on the inflation rate She

predicts an average of 59 mflation rate next year

@ Seco Business Report
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