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Food Prices Drive Consumer Inflation Lower 

After being the culprit the past three years, food prices helped to drive 

consumer inflation lower than expected in September. In August 2009 the 

y/y food inflation fell below the overall consumer inflation rate for the first 

time since November 2005 and is set to continue this benign role for the next 

several months. This is because our analysis of producer prices of processed 

food has been a good predictor of the inflation rate of processed foods at 

consumer level three months later. The easing in food prices at producer 

level is the reason why we remain optimistic about consumer inflation, as 

this should flow through into October consumer food inflation near 4% y/y 

from 4.9% y/y in September and 6.1% y/y in August.     

Job Losses Continued in the 3rd Quarter, But Business Indicators Point 
To Improvement    

 The third quarter Labour Force Survey shows the effect of the recession 

on employment. A total of 484 000 jobs were lost between the second 

quarter and the third quarter. While employment fell by a substantial 

amount, this decline did not translate to a significant increase in the 

number of unemployed persons, but rather to the increase in the 

number of persons who are not economically active (510 000) with a 

sizeable proportion (22.5%) of them being discouraged work-seekers; 

the number of unemployed persons increased by 67 000. This resulted in 

a rise in the unemployment rate to 24.5% in the third quarter from 23.6% 

in the second quarter. Employment however is a lagging indicator and 

the August leading indicator and July coincident indicator show that 

economic activity probably bottomed in the second quarter. This is in 

line with most other economies, which have shown an improvement in 

the third quarter. 

Mr. Adam Ebrahim is Chief Executive Officer of Oasis Group Holdings (Pty) Ltd  

CEO Introduction 
“The recession requires us to make substantial changes to our fiscal projec-

tions & plans. It means we have to achieve more, with less.” These words of 

Finance Minister Pravin Gordhan from his Medium Term Budget Policy 

Statement (MTBPS) on 27 October will have an impact on everybody in 

South Africa, as the public sector with its current expenditure and fixed 

investment was the only positive contributor to gross domestic expenditure 

in the second quarter. This was because household consumption expendi-

ture, private sector fixed investment and investment in inventories all 

declined. At Oasis we also strive to achieve more with less, as we improve 

the efficiency of our operations, make sure we get the small things right first 

time to eliminate waste, so that at the end of the day we can consistently 

provide our clients more with superior returns at lower than market risk. We do 

this by rigorously researching each company we invest in. This newsletter 

shares some of our insights, so that you can make a better informed 

investment decision. Should you have any queries regarding your 

investment please contact our client services department at 0860 100 786.

Government Infrastructure Spending Set To Increase

Despite the recession, the need to invest in infrastructure to meet the rising 

demands of a resource-hungry world remains as pressing as ever. The 

result is the MTBPS increased the public sector’s planned spending on 

infrastructure by 10.8% to R872bn over three years from the R787bn 

projected in the February 2009 Budget. The Municipal Infrastructure Grant, 

which will address backlogs in water and sanitation, increases from 

R11.4bn in 2009/10 to R12.5bn in 2010/11, R15.1bn in 2011/12 and R18.3bn 

in 2012/13. Due to funding constraints, the public-private partnership (PPP) 

model, which has been neglected in recent years, jumps from only 

R2.7bn this fiscal year to R15.2bn in 2011/12. From a fiscal policy point of 

view, the MTBPS shows the shift in expenditure from national level to local 

(municipal) level with provinces also having a rising share. This fiscal year 

the split is 50.1% national, 42.6% provincial and 7.3% local, while in 2012/13, 

the respective shares are 46.9%, 44.0% and 9.1%. 
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