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Fuel prices to increase, adding further pressure on food prices – 27 June 2016 

 The preliminary estimates from the Central Energy Fund indicate that petrol and diesel prices could 

increase by 14 cents per litre (c/l) and 47 c/l, respectively, on the 6th July 2016. This expected increase will 

bring the retail price of petrol (95 unleaded) to R13.40 per litre from the current level of R13.26 per litre. At 

the same time, diesel price (0.05%) could increase to R11.75 per litre from the current levels of R11.28 per 

litre (figure 1). 

 

 The key drivers of the domestic fuel prices are the Rand/US Dollar exchange, as well Brent crude oil prices. 

The recent increase in Brent crude oil price seems to be the main contributing factor to the expected fuel 

price increases. So far, Brent crude oil price has averaged $49.93 a barrel in June 2016, up by 5% from the 

previous month’s average. The Rand/US Dollar has strengthened by 2% in June 2016, averaging at R15.10 

against the US Dollar – compared to an average of R15.36 in May 2016. In this sense, the gains from a 

strengthening Rand were offset by the increases in Brent Crude prices over the considered period. 

 

 In grain production, diesel makes up roughly 11% of the total production costs. At the moment, the 

industry is at the harvesting stages, a period that comes with high fuel usage, thus putting farmers under 

pressure. Additionally, about 80% of South Africa’s grain (wheat and maize) is transported by road, 

therefore an increase in fuel prices during the harvesting period could increase the logistical costs of food 

processors (figure 2). Consumers will inevitably see the effects of the fuel price increase through increases 

in retail food prices.  

Figure 1: Retail petrol and wholesale diesel prices           Figure 2: South African grain transport by component 
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