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Summary

• Global inflation rising again; major CBs tightening while response less synchronised in EMs

• Global growth resilient, thanks to AI-related activity & valuations

• SA growth shaken but not derailed; risks are tilted to the downside

• Inflation has risen and is broadening as shock persists…

• Risk of large second-round effects increasing, prompted SARB to raise policy rate
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The Middle East conflict shock has put inflation back in the spotlight
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Oil prices & refinery margins have increased markedly since March & stayed 
elevated
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Shipping costs have risen sharply and supply-chains disrupted, raising supply costs
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…lifting goods prices (but shock yet to transmit to services)
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Prolonged shock raises the risk of deanchored expectations, persistent inflation
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Major CBs have synchronised around a tightening bias
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With few exceptions, policy marginally restrictive to neutral
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Yields at record highs in AEs, helping tighten financial conditions
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While relatively strong currencies moderated imported inflation pressures
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Turning to the real economy, AI-related activity has underpinned global growth 
resilience
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…but performance varied – largely reflecting exposure to AI; SA lagging peer EMs
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SA’s positive growth run interrupted by the conflict shock
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Net exports reversed sharply in Q2 on higher fuel imports
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…outweighing the modest rebound in HH spending growth
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HH spending benefited from easing debt-service costs and credit
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On the whole, household pressures have not abated 
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Investment remains the missing growth engine
…and explains SA’s growth underperformance relative to peer EMs
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Households continue to underpin GDP growth over the medium term
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Middle East conflict abruptly reversed the domestic inflation trend
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Renewed hostilities and constrained global refinery capacity add upward pressure
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…while food’s disinflationary impetus has likely troughed
Fertiliser and diesel costs could affect planting decisions and thus supply 
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Inflation has increased strongly since the shock; intensity of price increases similar 
to 2022 despite muted food pressures
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Measures of underlying inflation also show increasing price pressures
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Expectations have climbed modestly, so far, but group dynamics vary
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SARB forecasts expectations to remain elevated into 2028 but upside risk as 
(poly)shock persistent (break-evens also elevated)
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Shock persistence increases risk of strong second-round effects significantly
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Sharply higher diesel prices a serious threat to underlying inflation
…with possible non-linearities given size of shock
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…while El Niño likely adds to food-price pressure, lifting  expectations further
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Overall, headline inflation markedly higher with risks to the upside, threatening 
the credibility of our target
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SARB adopted a cautious approach, raising the policy rate (by 50 bps) as outlook 
deteriorated
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Policy must prevent shock from becoming embedded in inflation
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SARB scenarios highlight additional risks & their implications on rates
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Conclusion

• The global inflation surge is not purely temporary: the shock has been prolonged and policy 

settings may need to become more restrictive.

• Global growth has been resilient so far, but a two-speed world economy is emerging, and an 

AI-driven asset bubble is a real risk.

• Continued reform progress underpins our growth outlook, though the risks to that outlook 

are tilted to the downside.

• Inflation will only return to target next year if policy succeeds in preventing second-round 

effects.



Thank you for your attendance 

6 October 2026


	Slide 2: Staying the course
	Slide 3: Summary 
	Slide 4: The Middle East conflict shock has put inflation back in the spotlight
	Slide 5: Oil prices & refinery margins have increased markedly since March & stayed elevated 
	Slide 6: Shipping costs have risen sharply and supply-chains disrupted, raising supply costs
	Slide 7: …lifting goods prices (but shock yet to transmit to services)
	Slide 8: Prolonged shock raises the risk of deanchored expectations, persistent inflation
	Slide 9: Major CBs have synchronised around a tightening bias
	Slide 10: With few exceptions, policy marginally restrictive to neutral
	Slide 11: Yields at record highs in AEs, helping tighten financial conditions 
	Slide 12: While relatively strong currencies moderated imported inflation pressures 
	Slide 13: Inflation projected to return to targets from end-2027…but risks?  
	Slide 14: Turning to the real economy, AI-related activity has underpinned global growth resilience
	Slide 15: …but performance varied – largely reflecting exposure to AI; SA lagging peer EMs
	Slide 16: SA’s positive growth run interrupted by the conflict shock
	Slide 17: Net exports reversed sharply in Q2 on higher fuel imports
	Slide 18: …outweighing the modest rebound in HH spending growth
	Slide 19: HH spending benefited from easing debt-service costs and credit
	Slide 20: On the whole, household pressures have not abated 
	Slide 21: Investment remains the missing growth engine …and explains SA’s growth underperformance relative to peer EMs
	Slide 22: Households continue to underpin GDP growth over the medium term
	Slide 23: Middle East conflict abruptly reversed the domestic inflation trend
	Slide 24: Renewed hostilities and constrained global refinery capacity add upward pressure 
	Slide 25: …while food’s disinflationary impetus has likely troughed Fertiliser and diesel costs could affect planting decisions and thus supply  
	Slide 26: Inflation has increased strongly since the shock; intensity of price increases similar to 2022 despite muted food pressures    
	Slide 27: Measures of underlying inflation also show increasing price pressures
	Slide 28: Expectations have climbed modestly, so far, but group dynamics vary
	Slide 29: SARB forecasts expectations to remain elevated into 2028 but upside risk as (poly)shock persistent (break-evens also elevated)
	Slide 30: Shock persistence increases risk of strong second-round effects significantly
	Slide 31: Sharply higher diesel prices a serious threat to underlying inflation …with possible non-linearities given size of shock
	Slide 32: …while El Niño likely adds to food-price pressure, lifting  expectations further
	Slide 33: Overall, headline inflation markedly higher with risks to the upside, threatening the credibility of our target
	Slide 34: SARB adopted a cautious approach, raising the policy rate (by 50 bps) as outlook deteriorated
	Slide 35:  Policy must prevent shock from becoming embedded in inflation
	Slide 36: SARB scenarios highlight additional risks & their implications on rates
	Slide 37: Conclusion 
	Slide 38: Thank you for your attendance 

