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Monthly macro and economic insights report

Our monthly To the Point column by economist Dr Roelof Botha offers in-depth analysis and commentary on the latest economic
trends, market developments, and financial news. Designed to keep you informed and ahead of the curve, each edition delves into
key economic indicators, explores their impact on global and local markets, and provides insights to help you navigate the ever-
changing economic landscape
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suggests that any swift ending to the war in the indicative of any investment.
Middle East may soon lead to a further relaxation of monetary policy — a prospect that has been boosted by the recent
decline in the rate of inflation.

Both the consumer price index (CPI) and the producer price index (PPl) resumed a downward trend in February, with
the CPI declining from 3.5% to 3% and the PPl dropping from 2.2% to 1.8%. Inflation at the factory gate has now been
below 3% for 19 successive months, and this price gauge serves as a leading indicator for consumer price trends.
Although the spike in fuel prices will inevitably filter through to broad-based inflationary pressures, the current low
base of inflation provides the MPC with substantial breathing space to keep the lending rate steady.

Solid trade balance performance
South Africa’s international trade account has started 2026 on a high note, mainly as a result of lower imports and the

record prices for gold and platinum. Despite only half of the top 10 export sections recording a trade surplus during
the first two months of the year, the 39% year-on-year increase in the value of precious metal exports played a key role
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in securing a healthy cumulative trade surplus of
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With the rand exchange rate taking a Knook N the  pormmcefousvae mosos s ot socaneotons mnen "
wake of the Middle East war, the chances for
higher future export earnings in rand terms have improved, whilst the stronger currency is also likely to lead to some
discouragement of imports. The only red flag is the spike in the oil price, which has already resulted in fuel price

increases and will inevitably lead to a higher value for mineral imports during the second quarter of the year.

Building materials boost construction sector

The Afrimat Construction Index (ACI) for the Afrimat Construction Index (ACI) -
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Although the activity levels in South Africa’s
construction sector remain subdued, the ACI’s
seasonally adjusted reading has increased for
the second consecutive quarter (the first time
this has occurred since the brief recession of

Source: Afrimat Construction Index (ACI) - Fourth quarter 2025. Past performance is not a reliable
2020). Five of the 10 indicators recorded guide to future performance. For illustrative purposes only and not indicative of any investment.
positive year-on-year growth rates, whilst seven
of them managed positive quarter-on-quarter growth during the fourth quarter of 2025. According to Afrimat, the rate-
cutting cycle of the monetary policy authorities has played a crucialrole in lowering the cost of capital formation, which
invariably involves construction works and building activity.
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An exceptionally strong performance of private sector capital formation in buildings and construction works has been
observed since interest rates were lowered from a 15-year high towards the end of 2024. It is also encouraging that the
National Treasury has set aside an amount of R141 billion for water resources and road infrastructure in the current
fiscal year. Hopefully, the private sector will also become more involved in the early stages of such projects, including
technical tender specifications, evaluation and, ultimately, also monitoring and evaluation.
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