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Annual Inflation Remains Unchande

Headline Inflation for June 2014 remathanchanged at 6.1 percent
on an annual basis, however increased by 0.3 percent on a monthly

basis.

Summary

Headline Inflation for Jun2014 remaned unchanged at 6.1 percent on an annual basis, however incree

by 0.3 percent on a monthly basis. On a monthly basis, inflation was driven by increases in tiseofrice
good in the category adlcoholicbeverages andtobaccoas well afurnishings householdequipment and
routine maintenance of thdouse both of which expanded by 0.8 percent when compared to the preceding
month. On an annual basis however, inflation remains driven by price increases in the categories of
transport and food and non-alcoholic beverages which have expanded by 10.7 and 10.1 percent,

respectivelyAs such, the all items index now stands at 108.9 points, up from peh¥sin June2013.

o

Dr. John Steytler
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Overall Inflation

Overall inflation remained unchanged in June, at 6.1 percent on an annual basis, confirming the continuatior
of the generalipward trend in inflations seen since November 2013. The year leading up to November 2013
saw a decline in inflatiorrdm 7.5 percent to 4.4 percent, however once timflection point was reached

the trend turned and strong increases in inflation has beean subsequently. This change in trend is largely
on account of increases in global commodity prices, particularly fuel and to a lesser extent food, exacerbatet
by a weakening of the Namibia Dollar against major currencies. Moreover, following unprésgden
monetary and fiscal stimulus in Namibia over recent years, increases in national disposable income appear |

be contributing to demand side inflation, which can be seen coming through in a number of administered

prices, including electricity and pubti@nsport costs.

On a monthly basis, inflation was driven by increases in the price ofsgaothe category ofalcoholic

beverages and tobaccas well asudrnishings, household equipment and routine maintenance of the house

both of whichexpanded by 0.8 percent when compared to the preceding month.

Chart1: Namibia GonsumerPrice Index, June2014 (Dec 2012 100)
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Over the past year, inflation has been driven predominantly by two categories
the overall inflation basket, nameliransport andfood and noralcoholic
beverages, whilerdy one category has seen prices fall, namely communicatio

Main Drivers of Inflation

Over the past year, the main drivers of inflativere, both on account ofhe scale of price increases seen

in the categories, as well as the relatively large weighting of these categories in the overall inflation basket

transport (10.7 percent) food and noralcoholic beverage@ 0.1 percent),alcoholic beverages and tobacco

(6.1 percent),and housing, water, elecicity, gas and other fuel@l.7 percent) Additional relatively smaller

contributions to inflation were seen from the minor groups (by basket weighting), sueldasation(8.1

percent), recreation and culturg6.4 percent), andcotels, cafes and restaunés (5.9 percent). Only one

category saw a decline in prices (i.e. negative inflation/deflation) in the past year, naoratlpunications

which saw price declines of 0.4 percent.

Chart2: NCPIJune2014percentchanges by main groups (Dec 2022.00)
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BOX 1: NCPI BASKETRWGHTING

Inflation is calculated based on a basket of goods and services, containing a representative sample of tf
and or services commonly consumed in a country, and weighted in accordance to the relative percen
expendture allotted to each of the said goods at household level. The price of these goods and servii
then tracked over time, to illustrate the change in the cost of living over time. As spending patterns c
new products and services are added to tha&sket, and the basket reweighted so as to better capture
current spending patterns of the consumer at the current point in time. As such, the inflation basket is ge
reconstituted every five years. In Namibia, the basket was last rebased 8) @8ihg household expenditur
data collected in the 2009/10 Household Income and Expenditure Survey. As such, the basket now i
over 350 items, grouped into 12 categories and 55-categories, for which prices are collected on a mont

basis frommore than 900 retail outlets.

Namibian inflation however,is largely determined by three categories of the overall NCPI basket, n¢
housing, water, electricity, gas and other fyetsod and noralcoholic beveragesnd transport which
cumulatively méie up just under 60 percent of the total inflation basket. Additionally, following the rebasii
the NCPI basket in 2018lcoholic beverages and tobacomake up an additional 12.6 percent of the bask
meaning that the four largest categories represemtll over 70 percent of the total basket. As such, la
increases in inflation in these categories has a greater impact on overall inflation than do increases in th
weighted categories. Thus, it is rare to see major increases in overall inf&trdruted to the lower weighted

categories, despite the fact that these categories may have seen relatively high inflation in their own righ

Category Weighting (%) Recreation Hotels, Cafes
and Culture ; Health and
Housing, Water, Electricity, Gas and Other Fuels 3 6% Clothingand , 1o ¢octaurants
o s Y Footwear 1.4%
Food and Non-Alcoholic Beverages 5 Cammunicati 3.1% Sl
ons Education
Transport 28 3.8% 3.7%
Alcoholic Beverages and Tobacco IE.SB A HIGTISHTE;
Miscellaneous Water,
Furnishings, Household Equipment... I:| 5.47 Goods and j Electricity,
. . i / Gas and Other
Miscellaneous Goods and Services I] 5.39 Sepvieas ]/
5.4% [ Fuels
icati 28.4%
Communications [| 3.81 Furnishings, o
Education n 3.65 Household
Equipment...
Recreation and Culture n 3.55 5 5% AR
240 Non-Alcoholic
Clothing and Footwear [J 3.05 Alcoholic Beverages
Health H 201 Beverages Transport 16.5%
and Tobacco 14.3%
Hotels, Cafes and Restaurants ” 1.39 12.6%
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Key Components

Food and on alcoholic beverages
Thefood and noralcoholic beveragesategory of inflationis a key driver of inflation in Namibia due to th

fact that it tends to be fairly volatile, usually above average inflation, and represents a large weight
2OSNItf olaijSioe !'a 27F Wdafabds at d&KlSerceht, folomipaNE Qeicent
increase month on month. This strong increase in food prices largely reflects the increase in globi
prices in Namibia Dollar terms, and has been driven, primarily, by increases in tigeosyis oforead and
cereals meat, milk, cheesand eggsand vegetables which have increased by 12.3, 12.6, 14.5 and 1

percent, respectively, over the past year.

In June, the main categories driving overall food inflation were much the same as those driving the year
on year increases, namelyead and cereal§0.7 percent)milk, cheese and egd4.3 percent)oils and

fats (0.9 percent) andregetables including potatoes and other tubgr) percent)

Chart3: NCPISelected 6od andnon-alcoholicbeverage sukcategoryannual inflation(Dec 2012= 100)
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| ransport:

An additional driver of overall inflation is the categoryt@@nsport, which represents 14.3 percent of the over
basket, and as of June 2014, has experienced a 10.7 percent increase in prices when compared to 1
period of 213. This increase has been largely driven by increases in the cost of operating personal ge
largely fuel costs, as well as a 10 percent increase in taxi fares in the country in April 2014. Due to the re
large weighting in the overall blst as well as the relatively large increases in prices seen in this categ
goods and services, transport is an inflation leader in the country.
Chart 4:NCPITransport annual inflation(Dec 2012= 100)
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BOX 2: CHART OF TRHEONTH

A major deternmant of Namibian inflatior
is the Namibia Dollar to US Doll
exchange rate, as can be seen from 1
chart above. When the Namibia Doll
weakened against the US Dollar (t
yellow line increases in value), inflatic
too tends to increase, and when su
weakness is dramatic, such as was see
late 2008, the inflationary impact can t
notable. The reason for this relationship
that Namibia imports a large number «
goods which are priced in US Dollars, s
as fuel and food.
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