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SA consumers urged to cool spending spree as interest rates jump
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By LAVERN DE VRIES
Staff.Reporter

With 18 days to go before
Christmas, leading economists
are urging consumers to
tighten the reins on spending
after yet another interest rate
rise.

Dawie Roodt, chief econo-
mist of the Efficient Group,
blamed rampant consumer
spending as the driving reason
behind the Reserve Bank's deci-
sion to increase the repo rate
by 50 basis points, a move
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“The wheels are not coming .
off and our economy is doing saying it would make for “the  ployment and poverty
exceptionally wellbut whatthe  worst possible Christmas pres- “It condemns millions to
Reserve Bank is saying is that ent for the people of South remain jobless and poor”
we should cool off the spending  Afriea”. Craven said.
because if we party too long Cosatu spokesman Patrick “People who already face
‘we'll have a longer hangover,” Craven said the policy of infla- skyrocketing increases in the
Roodt told the Cape Argus. tion targeting was inappropri- price of fuel and food ... have to

Roodt explained that be-
cause consumers were spend-
ing too much on credit, on top
of car and home purchases,
"inflation was being pushed up.

And although most borrow-
ers would feel the pinch in their
pockets, savers would benefit
from the 0.5% interest rate
hike.

“Essentially, the Reserve
Bank is encouraging us to save
money and pushing the inter-
est rate up is the quickest and
most effective way to do this. It
is painful in the short-term but
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However, other economists

have stated that the reprimand
as Roodt explains if, would be
vice-like for consumers.

“The rate hikes mean the
average consumer is certainly
under increasing pressure,”
said Ridwan Kajee, executive
director of Oasis Group Hold-,
ings.

The interest rate wupled
with this week's petrol

daterpecpleﬁ'omusmgcredlt
cards, said Eajee. e
“With rate hikes early-in
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of existing debt and attempt to
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in the near future,” he added.

Roodt echoed these senti-
ments, advising people to draw
up budgets with a list of their
expenses and income.

“Things such as bond and
car repayments should be
listed first while things such as
entertainment should be listed
near the end. When things

‘become too tight, just trimﬁ‘om

the bottom to save moue's:
Roodt -concluded that he
expected a rate cut in ‘the sec-
ond half of 2008.
: Iavern.devrae;@lrd_m.za

which will see commercial
banks raise the prime rate to

Meanwhile, Cosatu has-
slammed the intérest rate hike,

ate. for a developing country
struggling with mass tnem-

" bonds and loans.” et
) t

bear rising repayments on

it is better for the country's
economy in the long-term.”

2008 a distinct possibility, it-is
also important to be cognjsant ‘

repay this as it may well be-
come mpre expensive to service
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Households face higher payments on cars, property and credit cards

By SIVUYILE MANGXAMBA
Business Writer

“Just go and enjoy Christmas -
forget about the troubles of the
world.”

Those were the words of
Reserve Bank governor Tito
Mboweni as he announced that
the repo rate would increase by
50 basis points to 11%, making
a total 4.5% increase since last

ar.

The call for festive enjoy-
ment did not go down well
with the press contingency at
the Reserve Bank’s monetary
policy committee announce-
ment in Pretoria, who retorted
that they wouldn’t be able to
afford it.

The rate hike has deep
implications for the festive sea-
son, especially for households
who will now have to fork out
more money on their car, house
and credit card repayments.

The decision -to raise the
repo rate-the rate at which the
Reserve Bank lends money to
retail banks — came just a day
after the fuel price went up 43
cents. The banks are expected
to follow suite and increase
interest rates by 0.5%.

“The assessment of the
MPC is that the balance of
risks to the inflation. outloek
continues to be on the upside.

Therefore the MPC has decided -
to adjust the repurchase rate by

50 basis points to 11% per

annum with effect from Friday,
December 7,” said Mboweni.

“The'MPC will’ cdontinue to
monitorielevant developments
and take the necessaa:y steps to
ensurethat mﬂauorzretu:ns to
within:the target range (of 3%
to 6%),” he said,;adding that
there was still & 1ot of work to
be done.

In spite of the rate hiks,
Stellenbosch-based Bureau for
Economie Research chief econ-
omist Pleter Laubscher was

' opt].xmstlc that consumer confi-

dence would remain high in the
shortterm. = ¢ -
However Lapbs"chér consid-
ered that 'there were tougher
times ahead. e
“There-is a lot: of ‘pressure

coming on the consumer,” said

Laubscher.

He said wage increases in:
the ‘middle of the year were .

still behind the strong con-

sumer confidence that'was

recorded in spite of inflation-
ary pressures,

Some of the factors influ-
encing the decision have been
the recent inflation develop-
ments where the CPIX has
remained outside the 3 to 6%
range that the Reserve Bank
uses to target inflation.

“CPIX inflation remameﬂ.

outside the target range for the
seventh consecutive month,
reaching a four-and-a-half-
year high of 7.8% in October.
Food price inflation has contin-

" ued to accelerate, measuring
.- 12.4% in ° Ocfober,” -
“Mboweni.

said

Despite the- hlgher short-

CPIX inflation in 2008 is now
expected to average 5.9%, com-
pared to the 5.8% expected in
the previous survey.

term trend in inflation, expec- Significantly, CPIX inflation
tations remain: contained expectations for 2009 remain
within the inflation target unchanged at5.6%.

range, said the governor.

“According to the inflation
expectations survey that is con-
ducted on behalf of the Bank
by the Bureaw,for Economic
Research at the University of
Stellenbosch, there was only a
slight deterloratmn in expec-
tations “'in the fourth
quarter compared. -to- those
in the thirdiguarter:when a
s1gmﬁcantmcreasemexpecta
tions was recorded,” said
Mboweni.

In spite of this, Mboweni’
was not optimistic that the
CPIX would edge within its tar-
get range in the next six
months.

Meanwhile, Oasis Group
Holdings executive director
Ridwan Kajee warned con-
sumers to be aware of using
high-cost debt instruments like
credit cards that have become
readily available, particularly
over the festive season.

sivuyile.mangxamba@inl.co.za



