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Inflation
May 2012 0.2 51
April 2012 0.2 5.3

Year-on-year inflation dipped to 5.1 percent in May, the lowest since
August 2011. The decline was due to a fall in inflation from “other
expenses and services”, which stems from lower gold prices.

Annual change in inflation
(percent)

Food & beverages 40 39 43 51 43 48
Fabrics, clothing & footwear 21 25 27 27 29 28
Housing & related items 80 91 93 89 92 9.2
Home furniture 31 30 32 30 31 31
Medical care -0 00 00 00 00 00
Transport & telecoms 24 25 23 22 18 17
Education & entertainment 34 35 36 35 35 35
Other expenses & services 96 81 81 71 69 51
Total 53 53 54 54 53 51

Inflation for “other expenses and services” fell to its lowest level
since March 2010 in May. This component of the cost of living index
moves closely in line with gold prices, as they are the key
determinant of jewelry prices, a large element of this sub-index. Gold
prices have fallen in recent months and in year-on-year terms at the
end of May were only 1.7 percent above their level of one-year
earlier, the lowest annual growth since June 2009. If gold prices
remain around current levels, “other expenses and services” will
exert a significant downward impact inflation from the third quarter.

Food prices were the only component of the cost of living index
where inflation rose in May. International food prices (measured by
the US Food and Agriculture Organization) dropped in May, so the
higher prices probably reflect disruption to regional supply routes
through Syria. Rental inflation remained the main source of inflation
and was unchanged at 9.2 percent. Inflation for two of the
components primarily driven by consumer spending fell, which points
to an easing of domestic inflationary pressure. Inflation for transport
and telecoms eased for the fourth consecutive month, to its lowest
level since July 2011, while clothing and footwear inflation dropped
for the first time since July 2011.
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“Other expenses and services” inflation and
gold prices
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Monthly change in inflation

(percent)
2011 2012

Dec Jan Feb Mar Apr May
Food & beverages -0 -06 05 07 01 012
Fabrics, clothing & footwear 1.2 07 02 00 03 01
Housing & related items 05 17 07 05 08 06
Home furniture 03 00 03 00 01 02
Medical care 00 00 00 00 00 00
Transport & telecoms 01 08 01 00 0.0 0.0
Education & entertainment 00 01 01 -01 0.0 0.0
Other expenses & services 02 -18 00 -05 00 01
Total 02 01 03 03 02 02

Monthly inflation was unchanged in May at 0.2 percent. Most
components of the cost of living index rose, though the increases
were small apart from rents. At 0.6 percent, monthly rental inflation
was the same as in May 2011, indicating that the planned new
supply of housing has yet to impact on the rental market.

Home furniture inflation was the next highest climber, pushed up by
higher prices for some locally produced items and carpets. The small
increase in food prices hides significant changes; potatoes, carrots
and the prices of some fruits all rose by over 10 percent, while fish
prices dropped notably. Food price inflation may pick up in June, in
line with the seasonal trend in advance of Ramadan, which starts in
mid-July.

Annual inflation rates

(percent)

2007 2008 2009 2010 20112012*
Food & beverages 70 141 20 6.2 52 45
Fabrics, clothing & footwear -24 04 05 -07 04 27
Housing & related items 81 175 141 95 7.7 9.1
Home furniture 13 77 85 28 05 31
Medical care 42 50 07 04 08 0.0
Transport & telecoms -09 02 10 11 21 21
Education & entertainment 02 21 13 09 16 35
Other expenses & services 53 107 43 74 90 7.1
Total 41 99 51 53 50 53

* Year to date

Disclaimer of Liability

Unless otherwise stated, all information contained in this document (the “Publication”)
shall not be reproduced, in whole or in part, without the specific written permission of
Jadwa Investment.

The data contained in this Research is sourced from Reuters, Bloomberg, Tadawul
and national statistical sources unless otherwise stated.

Jadwa Investment makes its best effort to ensure that the content in the Publication is
accurate and up to date at all times. Jadwa Investment makes no warranty,
representation or undertaking whether expressed or implied, nor does it assume any
legal liability, whether direct or indirect, or responsibility for the accuracy,
completeness, or usefulness of any information that contain in the Publication. It is
not the intention of the Publication to be used or deemed as recommendation, option
or advice for any action (s) that may take place in future.



