Notable drop in April 2017 headline inflation to 5.3%
Lowest income-earning deciles have reaped the largest benefit of a drop in inflation in recent months ______
Headline consumer price inflation (CPI) dropped from
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The breakdown of the CPI basket suggests that inflation in
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Food disinflation continues ___________________________________________________________
Food inflation decreased from an average of 10.8% y/y for
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Lower 2017/18 electricity tariff to benefit near-term inflation ___________________________________
The National energy regulator of SA (Nersa) has approved
a 1.9% average price increase in electricity tariffs for
2017/18, which will be implemented in July 2017 for
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application is stalled, regulated tariffs could remain
steady into the next financial year, posing risks to
Eskom’s finances.

Underlying measures of inflation decline for the fourth consecutive month _________________________
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strength. Momentum Investments expects core inflation
to average 4.9% for 2017, declining to around 4.5%
for 2018.

SARB to exercise caution at upcoming interest rate-setting meeting ______________________________
The SARB has warned, in its April 2017 Financial Stability
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end of the inflation target band and remains
uncomfortably high. Should the rand weaken considerably
in light of above-mentioned reasons, inflation
expectations could pick up again.
Even though Momentum Investments projects inflation to
reach close to 5% on average for 2018, the above
arguments limit the scope for interest rate cuts.
Ongoing political noise has raised the risk of higher
inflation and lower growth outcomes in the domestic
environment, while SA’s ongoing vulnerability to foreign
capital flows sustains rand risks. As such,
Momentum Investments expects the SARB to maintain
interest rates at the current 7% level at the upcoming
meeting.
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