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Part I: The changing size of second-round effects -- 1. Introduction. 2.
Policy implications of ERPT and ongoing debates -- 3. Second round
effects, exchange rate depreciation, inflation and average wage
settlements -- 4. Second round effects, remuneration per worker,
exchange rate depreciation shock and inflation expectations -- 5.
Second-round effects, private sector wage inflation and exchange rate
depreciation shocks -- 6. Second round effects of oil price shocks to
consumer price inflation and the unit labour costs channel -- Part Il
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Monetary and fiscal policy credibility and changing exchange rate pass-
through -- 7. Monetary policy credibility and the time varying

exchange rate pass-through to inflation -- 8. Monetary policy

credibility and the exchange rate pass-through to inflation -- 9. Does
the monetary policy channel impact the transmission of exchange rate
depreciation shocks to inflation? -- 10. Does monetary policy

credibility impact the responses of unit labour costs to exchange rate
depreciation shocks? -- 11. Does monetary policy credibility play a role
in transmission of oil price shocks to inflation expectations? -- 12.

Does monetary policy credibility affect market-based inflation
expectations? -- Part Ill: Trade openness, Consumer and business
confidence and exchange rate pass-through -- 13. Does the consumer
confidence channel affect the response of inflation to exchange rate
depreciation shocks? -- 14. Does weak business confidence impact the
pass-through of the exchange rate depreciation shocks to inflation? --
15. Does exchange rate volatility impact the pass-through of the
exchange rate depreciation shocks to inflation? -- 16. Does trade
openness matter for the response of inflation to exchange rate
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credibility on inflation and the ERPT reinforced by fiscal policy
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23. The distributive effects of monetary policy: Evidence form inflation
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pass-through -- 24. Is there any evidence of the amount and
adjustment asymmetries of lending rate reaction to the repo rate
changes? -- 25 Is there evidence of rigidity in the corporate lending
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28. Does consumption growth respond asymmetrically to positive and
negative repo rate changes? -- 29. Does the household financial wealth
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This book focuses on the exchange rate pass-through (ERPT), second
round effects and the inflation process in South Africa. The authors
demonstrate that magnitudes of the second round effects of the
exchange rate depreciation and oil price shocks depend on inflation
regimes. The impact of positive oil price shocks on inflation is
weakened by monetary policy credibility. Evidence shows the influence
of oil price on unit labour costs and correlation between exchange rate
changes and inflation has weakened. In addition, ERPT is reduced by
low business and consumer confidence, high trade openness, low
inflation and high exchange rate volatility which weaken real economic
activity. Both monetary and fiscal policy credibility lowers the sizes of
ERPT to inflation and inflation expectations. Fiscal policy via fuel levies,
administered prices and public transport inflation channel impacts the
responses of monetary policy to inflation shocks. The authors show
that second round effects contribute very little to wage inflation



following an exchange rate depreciation shock. Both lending rate and
household consumption responds asymmetrical to repo rate changes.
This book will appeal to policymakers, students, academics and
analysts.



