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Introduction

The Consumer Price Index (CPI) measures the average change in the
price paid by consumers for a fixed market basket of goods and
services. It is usually based on household expenditure weights of the
goods and services in the basket and their current market prices. The
twelve CPI’s (i.e., the CPI's of the 11 Regions and the CPI at Country
Level) presented in this report are based on the results of the
Household Income, Consumption and Expenditure Survey (HICES)
conducted by the Central Statistical Agency in 2010/2011 from which
expenditure weights are derived for major household goods and
services of that period and adjusted using the December 2011 retail

prices of the goods and services as a base period.

The December 2011 based CPI updates the pervious CPI series (i.e.
December 2006 based) and the newly selected baskets are more
diversified and the weights are more accurate. It also showed various
improvements and incorporates non-food index as an independent
group. The new series is constructed for country as a whole and
Regional States including Dire Dawa and the Addis Ababa City
Administration. However, similar indices had been utilized at Addis
Ababa Level since 1963 and at Country, Urban and Rural Levels since

1995/96 and in Country and Regional level since 2000.

All the twelve general indices are divided into two major groups that is
food and non-food index. The non-food index has eleven major
divisons each, namely: Alcoholic Beverages; Cigarettes and Tobacco;
Clothing and Footwear; House Rent, Construction Materials, Water,
and Fuel and Power; Furniture, Furnishing, Household Equipment
and Operation; Health; Transport; Communication; Recreation,
Culture; Education; Restaurants and Hotels; and Miscellaneous
Goods and Services. On the other hand, the Food Index has 9
classes. These are: Bread and Cereals; Meat; Milk, Cheese and Eggs;
Oil and Fats Spices; Fruits; Vegetables and Pulses, Sugar, Honey and

Chocolate; Food Products n,e.c., and Non-alcoholic beverages.



Furthermore, the new CPI based on December 2011 also includes
more detailed #Housing, Construction materials, Water and Fuel and

Power; components.

For the construction of the current consumer price indices, up to date
data on retail prices are collected in the purposely selected sample
market places located in representative urban centers in each
zone/special weredas of the country. Hence, a total of 119 market
places were selected for the retail price survey. In each market place
an enumerator is assigned to undertaking the data collection
activities. The price data is collected from the 1st day though 15t days
of European Calendar month under consideration. To calculate the
monthly regional consumer price indices, geometric means of prices of
the specific regions are used. The distribution of the market place of
each region and items included in the basket of commodities are given

on Table A on page 2.

An important factor in constructing a Consumer Price Index is to
select the representative basket of goods and services. Including all
consumption items into the market basket of goods and services is
both cumbersome and unnecessarily costly in term of data collection
and processing. Furthermore, it doesn't make sense to include an
insignificant weight into an index basket which could not move the
price relative up or downwards compared to the general market trend.
As a result, basket of goods and services included in the regional
baskets are determined by expenditure cut-off point. The total
numbers of items included in the regional basket in the December

2011 based indices are given in Table A on page 2.

Country level CPI aggregates the regional group indices and the
contributions of the five relatively big regions in terms of the
magnitude of the expenditure account for more than 94 percent.
These regions are Oromiya, Amhara, SNNP, Addis Ababa and Tigray.
On the other hand, the contributions of the remaining regions to the

Country Level Consumer Price Index is about six percent.



According to the weights for food and non-food groups in Table B
below, the December 2011 based CPI is about 53 percent of household
expenditure spent on the food component, which declined by 4
percentage points as compared to the December 2006 based CPI. On
the other hand, the expenditure on non-food components increased

from 43 percent to 47 percent.

The 2011 CPI adapted the full version of the latest Classification of
Individual Consumption by Purpose (COICOP) while the 2006 based
CPI was an earlier version of COICOP. The following table shows the
different CIOICOP versions by Comparison. In the 2006 based CPI
Recreation, Entertainment and Education; and Transport and
Communication were put in the same divisions while the 2011 based
CPI separated them as standalone divisions. A new division called
Restaurants and Hotels was introduced in the 2011 based CPI by
moving the food taken away from home previously categorized with
Food to this new division. Non-Alcoholic beverages were taken out of
the Non-Food division and moved to the Food division.

Table B: Major groups in the 2006 and 2011 based CPI and their weights

at Country Level

Comparison of COICOP Divisions(2006 Vs 2011) December 2006=100 December 2011=100
1. FOOD AND NON-ALCOHOLIC BEVERAGES 57% 53%
Non - FOOD 43% 47%
2. ALCOHOLIC BEVERAGES AND TOBACCO, NARCOTICS 2.5 4.85
3. CLOTHING AND FOOTWEAR 8.32 6.62
4. HOUSING, WATER, ELECTRICITY, GAS AND OTHER FUELS 20.56 16.34
5.FURNISHINGS, HOUSEHOLD EQUIPMENT AND ROUTINE 3.75 5.41
MAINTENANCE OF THE HOUSE
6. HEALTH 1.11 1.08
7. TRANSPORT 2.5 2.80
8. COMMUNICATION - 1.08
9. RECREATION AND CULTURE 11 0.60
10. EDUCATION - 0.45
11. RESTAURANTS AND HOTELS - 5.46
12. MISCELLANEOUS GOODS AND SERVICES 3.2 2.56
Total 100 100
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June 2013 Country Level Inflation Rate

a) 12 months Moving Average Inflation at Country Level

As it is indicated in Table ‘C’ below the country level overall inflation rate (annual change based on 12 months Moving
Average) rose by 13.5 percent in June 2013 as compared to the one observed in a similar period a year ago. The country level
food inflation increased by 12.6 percent as compared to the one observed a year ago. The country level Non-food inflation
rate increased by 14.8 percent in June 2013 as compared to the one observed in June 2012. The 12 months moving average

inflation rate shows the longer term inflationary situation.

b) Inflation based on comparison of Current vs. Last year's similar month at Country Level

Inflation based on comparison of Current vs. Last year's similar month shows the current inflation situation. Table (D)
shows Inflation rate based on last year’s similar month comparison. As can be seen from the table the June 2013 General year-
on-year inflation has increased by 7.4 percent as compared to the one observed in June 2012. The 7.4 percent rise in General
inflation rate is due to the fact that the General Consumer Price Index (CPI) of 119.6 percent observed in June 2013 was higher
than the corresponding 111.4 percent General Consumer Price Index (CPI) observed in June 2012. The year-on-year Food
inflation has increased by 3.7 percent in June 2013 as compared to the one observed in June 2012. The reason for the increase
in the food Inflation rate was that the 120.1 percent Food Consumer Price Index (CPI) observed in June 2013 was greater than
the corresponding 115.9 percent Food Consumer Price Index (CPI) observed in June 2012. The total price index of Bread and
Cereals in June 2013 has increased by 8.0 percent as compared to similar month last year which significantly contributed to
the rise in the indices of Food and the General Consumer Price Index. Oils and fats and Non-alcoholic Beverages and Coffee
have declined by 2.4 percent, Food products n.e.c; by 0.9 percent and 11.3 percent, respectively. Moreover, the Non-Food
inflation also increased i.e by 11.9 percent in June 2012 as compared to the one observed in June 2012. Rise in Inflation in the
Non-food component is mainly due to rise in the prices of Clothing and Footwear, Firewood and Household goods and
furnishings. However, Transport has slightly declined by 2.9 percent in June 2013 as compared to June 2012. There was no

change in the Index of communication as compared to similar month last year.

¢) Inflation based on comparison of Current vs. Last month at Country Level

The General CPI for June 2013 has showed an increase of 0.7 percent as compared to the preceding month of May
2013. The monthly inflation rate measures the price change between the two latest months. Although up to date, it can

be affected by seasonal and other short term effects.
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Table C: The Country Level 12 months Moving Average Inflation Rate

Ne+ oot (@C)

PO 700t ULt

Budget Year and months

hmPAL e PO | P ia
ePo J00t | 700T [ U
eP.o 70Nt
NE+ Gavt @i+ Budget Year in Months
Gav 3P h1L Annual Average
h9°0 2004 - (s 2005 July 2012 — June 2013
0% 2004 June 2012
34.1 42.9 22.4
7", 2004 July 2012
325 40.7 21.6
1che 2004 August 2012
30.9 38.5 20.8
aonl9® 2005 September 2012
29.3 36.1 20.5
TPI° 2005 October 2012
275 33.2 20.3
14C 2005 November 2012
25.8 30.5 19.9
Jvan 2005 December 2012
24.1 28.1 19.3
TC 2005 January 2013
22.3 25.6 18.5
ehtk 2005 February 2013
20.3 22.6 17.7
ao I\ 2005 March 2013
18.2 19.7 16.7
7,019 2005 April 2013
16.2 16.7 16.0
70T 2005 May 2013
14.6 14.4 15.1
A% 2005 June 2013
13.5 12.6 14.8
Budget Year Inflation Rate
Overall Food Non-food
Inflation Inflation Inflation
Rate Rate Rate
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Table D: Summary of Comparison of CPI Movements, Current vs. Last year's
Similar Months at Country Level

Ne+ oot (@C)
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Budget Year and months

hmPAL, e PO | P97 ha
ePo 700t 200+ f£or'r
PO
700+
NE+ Gavt @i+ Budget Year in Months
Gav 3P h1L Annual Average
h9°n 2004 - OB 2005 July 2012 — June 2013
0% 2004 June 2012
20.8 25.4 15.8
ho°A. 2004 July 2012
215 24.9 17.7
1che 2004 August 2012
21.6 25.2 18.2
ao(\nl9° 2005 September 2012
21.3 22.9 20.5
TP+ 2005 October 2012
17.9 17.4 20.0
14C 2005 November 2012
17.9 17.1 19.5
Jvan 2005 December 2012
14.9 15.2 14.5
TC 2005 January 2013
12.7 12.7 12.6
ehtk 2005 February 2013
10.9 9.3 12.7
ao O 2005 March 2013
7.6 5.2 10.5
7. HE 2005 April 2013
6.1 1.6 11.5
70T 2005 May 2013
6.3 3.4 9.8
A% 2005 June 2013
7.4 3.7 11.9
Budget Year Inflation Rate
Overall Food Non-food
Inflation Inflation Inflation
Rate Rate Rate
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Table E: Summary of Comparison of CPI Movements, Current vs. Last month
at Country Level

NE+ 900t (@C)

P 700t Un

Budget Year and months

hAmPAL e7e1N PO | e Yh
P, 70t 700+ AP PPD
700+
Ne+ Goot N+ Budget Year in Months
Gav 3P hoe Annual Average
h9°n 2004 - Oz 2005 July 2012 — June 2013
0% 2004 June 2012
-0.3 0.0 -0.7
h9°n 2004 July 2012
1.1 0.1 2.2
1chv. 2004 August 2012
1.8 2.8 0.7
ao(\nl9° 2005 September 2012
2.3 1.6 3.2
TP 2005 October 2012
-0.9 -2.3 0.8
14C 2005 November 2012
-0.3 -1.3 0.8
AuAan 2005 December 2012
-0.8 -1.4 -0.2
TC 2005 January 2013
0.3 0.5 0.1
eh-t-- 2005 February 2013
0.6 -0.3 1.5
ao D\ 2005 March 2013
0.6 1.0 0.1
T1.HE 2005 April 2013
0.7 -0.3 1.7
70T 2005 May 2013
1.0 2.9 -1.0
0’z 2005 June 2013
0.7 0.3 1.2
Budget Year Inflation Rate
Overall Food Inflation | Non-food
Inflation Rate Inflation
Rate Rate
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Comparison of CPlI Movements, Current vs Last year's Similar Months at Country

Level
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The June 2013 Country Level Consumer Price
Index has increased by 7.4 percent as
compared to June 2012 (Table 1(a)). This
increase in the General Consumer Price Index
is attributed to the rise observed in the indices
of Food and Non-alcoholic beverages 3.7
percent, Alcoholic Beverages and Tobacco
12.2 percent, Clothing and Footwear by 10.1
percent, House Rent, Construction Materials,
Water and Fuel and Power by 14.2 percent,
Furniture, Furnishings, Household Equipment
and Operation by 12.9 percent, Health by 26.4
percent, Recreation and Culture 5.3 percent,
Education by 1.0 percent, Restaurant and
Hotels 15.2 percent and Miscellaneous Goods
by 9.4 percent . On the other hand, Transport
has declined by 2.9 percent. No change was
observed in the index of Communication.

Most of the components of Food index showed
increase as compared to similar month last
year (Table 1(b)). Specially, Bread and
Cereals (8.0 percent), Meat (12.8 percent),
Milk, Cheese and Eggs (8.5 percent), Fruits by
(12.4 percent), Vegetables and Pulses,
potatoes and Tubers by (1.1 percent) and
Sugar, Jam, Honey, and Chocolate (6.1
percent). On the other hand, decline was
observed in the indices of oils and Fats by (2.4
percent), and Food Products n.e.c (0.9
percent) and Non-Alcoholic beverages and
Coffee by (12.8 percent).
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