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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 2004 /2005 from which
expenditure weights are derived for major household goods and
services of that period and adjusted using the December 2006 retail

prices of the goods and services as a base period.

The December 2006 based CPI updates the pervious CPI series (i.e.
December 2000 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 ten major groups
each, namely: Beverages; Cigarettes and Tobacco; Clothing and
Footwear; House Rent, Construction Materials, Water, and Fuel and
Power; Furniture, Furnishing, Household Equipment and Operation;
Medical Care and Health; Transport and Communication; Recreation,
Entertainment and Education; Personal Care and Effects; and
Miscellaneous Goods and Services. On the other hand, the Food
Index has 13 sub-groups. These are: Cereals; Pulses; Bread and

Other Prepared Food; Meat; Milk, Cheese and Eggs; Vegetables and



Fruits; Oil and Fats Spices; Potatoes, Other Tubers and Stems; Coffee
Beans (whole) and Tea Leaves; Other Food Items; Milling Charges; and
Food taken Away from Home. Furthermore, the new CPI based on
December 2006 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

2006 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 95 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 five percent.

According to the weights for food and non-food groups in Table B
below, the December 2006 based CPI is about 57 percent of household
expenditure spent on the food component, which declined by 3
percentage points as compared to the December 2000 based CPI. On
the other hand, the expenditure on non-food components increased
from 40 percent to 43 percent. This indicates that the economic
situation in the country is going in the right direction as postulated by
economic theory. Similarly, in this period larger regions resulted in a
substantial decrease in the average weights for food. despite the
increased food taken out of home. It was offset mainly by an increase
in housing, construction materials, water and fuel and power,

furnishing and transport and communication.

Table B: Major groups in the 2000 and 2006 based CPI and their weights
at Country Level

No. Major Group Weights
2000 2006
based CPI | based CPI

1 Food 0.6008 0.5701
2 Non-Food 0.3992 0.4299
3 Beverages 0.0201 0.0202
4 Cigarettes and Tobacco 0.0051 0.0048
S Clothing and Footwear 0.0926 0.0832
6 House Rent, Construction Materials, Water 0.1544 0.2056

and Fuel and Power
7 Furniture, Furnishing, Household Equipment 0.0494 0.0375

and Operation

Medical Care and Health 0.0120 0.0111

Transport and Communication 0.0199 0.0249
10 Recreation, Entertainment and Education 0.0101 0.0109
11 Personal Care and Effects 0.0092 0.0083
12 Miscellaneous Goods 0.0264 0.0234

Total 1.000 1.000
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January 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 21.1 percent in January 2013 as compared to the one observed in a similar period a year
ago. The country level food inflation increased by 22.5 percent as compared to the one observed a year ago. The
country level Non-food inflation rate increased by 19.0 percent in January 2013 as compared to the one observed in
January 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 January 2013 General year-on-year inflation has increased by 12.5 percent as compared to the one
observed in January 2012. The 12.5 percent rise in General inflation rate is due to the fact that the General
Consumer Price Index (CPI) of 311.5 percent observed in January 2013 was higher than the corresponding 276.9
percent General Consumer Price Index (CPI) observed in January 2012. The year-on-year Food inflation has
increased by 11.3 percent in January 2013 as compared to the one observed in January 2012. The reason for the
increase in the food Inflation rate was that the 332.4 percent Food Consumer Price Index (CPI) observed in January
2013 was greater than the corresponding 298.7 percent Food Consumer Price Index (CPI) observed in January
2012. The total price index of cereals in January 2013 has increased by 18.4 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.
Among the food components, Pulses, Spices Coffee and Tealeaves declined in January 2013 as compared to
January 2012. Moreover, the Non-Food inflation also increased i.e by 14.4 percent in January 2012 as compared to
the one observed in January 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 and Communication

slightly declined in January 2013 as compared to January 2012.

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

The General CPI for January 2013 has showed an increase of 0.3 percent as compared to the preceding
month of December 2012. 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

N+ Yoot (@C)

ePoO TNt vt

Budget Year and months

AMPAL e PPO | P70 Th
P 700+ EAPr PO
700+ 700+
NE+ Govt @&+ Budget Year in Months
Ga0 P KoY, Annual Average
(ch¥A. 1999 - (% 2000) 18.4 23.6 11.6 ((July 2007 - June 2008)
9003 hThgL Annual Average
(h7°0. 2000 - N’z 2001) 40.6 54.1 21.0 (July 2008 — June 2009)
9003 AL Annual Average
(h7°A. 2001 - N2 2002) 10.8 6.4 191 (July 2009 - June 2010)
9003 hThgL Annual Average
(h9°A. 2002 - (0 2003) 9.4 3.4 19.5 (July 2010 - June 2012)
9003 € hommg Annual Average
(h7°A. 2003 - N2 2004) 31.4 36.9 23.9 (July 2012 - June 2012)
TC 2004 343 414 245 January 2012
ehlt 2004 359 44.3 24.3 February 2012
av I T 2004 36.4 45.4 24.0 March 2012
TLEHE 2004 36.3 45.5 23.4 April 2012
20T 2004 353 44.2 999 May 2012
'z 2004 33.7 417 992 June 2012
h9°n 2004 319 392 215 July 2012
1chv, 2004 30.2 36.6 0.9 August 2012
ao(Ind9° 2005 28.4 336 20.6 September 2012
T¢I 2005 26.4 30.4 204 October 2012
145C 2005 24.6 275 20.0 November 2012
Jvan 2005 297 248 19.4 December 2012
TC 2005 211 225 19.0 January 2013
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

P2 700t U3 hada- Yoot +avdA@, @C IC

Budget Year and months

W€+ Goot (OC) A.190C
hmPAL PP P77 ¢P.D P77 Th SAVT
700t 700t P Thnt
NE+ Goot @i+ Budget Year in Months
Gao3P h7Ing Annual Average
(h7"h 1999 - A% 2000) 24.9 34.2 12.3 (July 2007 - June 2008)
Goo 3P h7hg Annual Average
(ch™0 2000 - O's 2001) 38.7 48.6 24.1 (July 2008 - June 2009)
Gav3P h7g Annual Average
(chg°A. 2001 -N% 2002) 3.0 5.0 18.1 (July 2009 - June 2010)
Goo 3P h7hg Annual Average
(h?"0 2002 - A% 2003) 18.0 15.8 21.6 (July 2010 - June 2012)
Gao3 ¢ h71he Annual Average
(h7"A 2003 - A% 2004) 34.3 42.9 22 4 (July 2012 - June 2012)
TC 2004 320 414 19.2 January 2012
ehlt 2004 36.3 474 215 February 2012
ao I\ 2004 325 409 20.4 March 2012
TMENE 2004 298 36.7 19.6 April 2012
77T 2004 o5 & 99 2 196 May 2012
A's 2004 205 215 18.9 June 2012
h9°A 2004 0.0 0.7 190 July 2012
1chv, 2004 202 205 198 August 2012
aonl9® 2005 18.9 17.6 21.0 September 2012
TPI9°T 2005 15.8 13.2 20.1 October 2012
148C 2005 156 134 194 November 2012
JuAan 2005 12.9 118 14.6 December 2012
TC 2005 125 11.3 14.4 January 2013
Inflation Rate based on last year’s similar month
Budget Year comparison

Overall
Inflation

rate

Food

Inflation rate

Non-food

Inflation rate

Note: The September 2012 General Inflation, Food Inflation and Non-Food Inflation were slightly revised.
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Table E: Summary of Comparison of CPI Movements, Current vs. Last month
at Country Level

P Thnt Ui hada oC 2C (190C

Budget Year and

NE+ Goot (@OC) months
AmPAL PO €PO TONT | €95 Th FAU
ePo 700t ePo 700t
et Goot (@i T Budget Year in
Months
Gao 3P hothe, Annual Average
(h?"0 1999 - (% 2000) 3.8 5.0 1.8 (July 2007 — June 2008)
Gav3 ¢ h71he Annual Average
(ch?"0 2000 - A% 2001) 0.3 0.2 1.2 (July 2008 - June 2009)
Gav 3P hothe, Annual Average
(h?°0. 2001 -0e 2002) 0.6 0.0 1.5 (July 2009 - June 2010)
Gao3 ¢ h71he Annual Average
(ch°0. 2002 - (' 2003) 28 3.2 21 (July 2010 - June 2012)
Gao 3P hothe, Annual Average
(h?°0n 2003 - A% 2004) 1.6 1.6 15 (July 2012 - June 2012)
TC 2004 0.6 0.8 05 January 2012
eh-t- 2004 57 3.3 19 February 2012
ao I/ 2004 4.6 6.4 1.7 March 2012
TEHE 2004 21 24 1.4 April 2012
270 2004 0.9 0.4 1.6 May 2012
A's 2004 0 15 1.8 June 2012
h?°n 2004 0.1 02 0.6 July 2012
1chv, 2004 1.9 25 0.9 August 2012
avnl9® 2005 1.5 0.9 23 September 2012
TPt 2005 07 15 0.7 October 2012
148C 2005 05 1.0 0.3 November 2012
AvAan 2005 07 1.2 0.1 December 2012
TC 2005 03 0.3 0.2 January 2013
Budget Year Inflation Rate based current Vs last month comparison
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 January 2013 Country Level Consumer
Price Index has increased by 12.5 percent as
compared to January 2012 (Table 1(a)). This
increase in the General Consumer Price Index
is attributed to the rise observed in the indices
of Food 11.3 percent, Beverages by 13.4
percent, Cigarettes and Tobacco 6.0 percent,
Clothing and Footwear by 22.7 percent, House
Rent, Construction Materials, Water and Fuel
and Power by 12.1 percent, Furniture,
Furnishings, Household Equipment and
Operation by 18.0 percent, Medical Care and
Health by 7.8 percent, Recreation,
Entertainment and Education by 7.1 percent,
Personal Care Effects by 12.7 percent and
Miscellaneous Goods by 6.7 percent . On the
other hand, Transport and Communication has

declined by 2.7 percent.

Most of the components of Food index showed
increase as compared to similar month last
year (Table 1(b)). Especially, Cereals (18.4
percent), Bread and Other Prepared Food (7.8
percent), Meat (39.4 percent), Milk, Cheese
and Eggs (14.9 percent), oils Fats by (2.0
percent), Vegetables and fruits by (6.9
percent), Potatoes, Other Tubers and Stems
(28.6 percent), Other Food Items (14.3
percent), Milling Charge by (12.8 percent) and
Food Taken Away from Home (21.6 percent).
On the other hand, declines were observed in
the indices of Pulses (6.6 percent), Spices by
(14.5 percent) and Coffee and Tea Leaves
(14.3 percent),
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Table 2(a) also displays that the January
2013 Country level General Consumer Price
Index has increased by 12.5 percent as
compared to January 2012. This increase
was attributed to the rise in the indices of its
congtituent regions; namely: Addis Ababa
12.4 percent, Afar 14.5 percent, Amhara
124 percent, Benishangul Gumuz 14.2
percent, Dire Dawa 16.0 percent, Gambella
9.1 percent, Harari 11.1 percent, Oromia
11.0 percent, SNNP by 12.8 percent, Somali
10.2 percent and Tigray 17.2 percent

Table 2(b) reveals the rise in the food
index by 11.3 percent is due to the rise in
the indices of the regions namely: Addis
Ababa 14.4 percent, Afar 13.9 percent,
Amhara 132 percent, Benishangul
Gumuz 8.7 percent, Dire Dawa 18.0
percent, Gambella 5.5 percent, Harari 5.9
percent, Oromia 8.9 percent, SNNP 10.9

percent, Somali 7.2 percent and Tigray

15.8 percent.



2010

2006
2007

2008

2009

General consumer price index of selected Regions
Month
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ALL COUNTRY
100.0
100.4
102.3
104.3
105.8
106.3
107.4
109.6
112.7
115.3
117.1
117.2
118.4
120.2
125.7
135.2
137.1
147.8
166.7
179.9
182.3
184.1
182.0
175.1
165.0
165.6
167.0
167.2
169.2
168.8
171.2
173.3
175.1
176.6
175.3
176.1
176.7
178.2
178.9
179.6
180.7
181.2
183.7
183.1
184.3

Oromia

100.0
100.8
102.3
104.7
106.7
106.5
107.5
109.7
112.1
114.3
116.6
117.4
119.2
121.2
128.4
139.4
141.8
154.6
173.1
188.3
190.4
190.9
187.9
179.8
168.2
171.7
173.6
173.8
175.5
174.9
178.8
178.8
180.3
180.6
176.0
178.3
178.8
181.6
183.3
183.2
183.8
185.0
188.1
187.1
189.3

Amhara

100.0

99.1
104.1
106.5
107.3
108.3
108.9
111.8
117.1
120.7
121.4
121.7
121.4
122.4
125.6
131.2
132.5
144.7
162.8
180.5
182.5
185.1
185.1
179.9
166.5
164.6
164.8
163.5
165.0
163.4
164.5
169.6
171.3
174.3
173.4
172.1
172.6
173.1
172.5
173.9
175.0
175.8
179.1
178.6
179.0

SNNP
100.0
100.4
100.7
101.5
103.1
103.8
105.5
107.2
108.9
110.9
113.4
113.6
115.3
117.6
122.6
135.9
139.0
148.1
174.7
184.1
185.4
187.5
181.1
172.3
164.9
164.9
166.2
166.5
170.3
1711
172.6
174.6
177.1
178.4
180.3
180.5
181.8
183.5
182.6
182.9
184.3
181.6
183.3
183.0
183.3

AA.
100.0
100.5
101.8
103.6
105.1
107.1
107.3
109.3
111.2
113.2
113.0
111.8
115.3
116.0
122.2
129.7
130.3
140.8
149.8
155.4
156.6
157.8
160.8
159.7
155.0
153.2
155.0
156.6
159.0
160.6
160.9
164.0
166.1
172.2
172.9
172.8
171.9
170.7
172.5
174.7
178.4
180.9
182.9
183.0
187.2
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2012
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189.8
194.0
194.0
202.4
209.7
208.7
224.5
233.9
244.1
253.6
254.9
259.2
266.0
271.1
270.2
275.1
276.9
284.5
297.6
303.7
306.5
305.6
306.0
311.8
316.3
314.2
312.7
310.5
3115

193.9
199.0
199.6
208.5
218.5
217.5
232.9
242.4
254.5
265.6
264.9
269.8
277.2
281.6
281.6
288.7
291.8
296.7
313.2
319.6
322.7
320.3
318.6
323.6
325.0
324.8
322.6
321.3
323.8

184.9
189.6
187.7
194.3
199.0
195.9
211.2
219.3
231.5
240.9
245.3
250.8
258.0
265.5
263.1
264.1
264.3
272.6
285.4
288.4
291.8
291.5
293.1
301.2
306.4
301.2
301.1
297.4
297.1

190.7
193.1
194.5
206.4
214.2
215.3
238.8
251.0
260.0
268.5
270.0
272.6
279.9
283.5
281.0
285.6
286.5
301.5
310.4
321.5
319.4
317.4
318.7
325.8
334.8
330.1
326.5
324.0
323.3

195.8
200.1
199.4
204.4
207.3
205.2
216.7
222.9
228.9
233.6
237.9
241.4
246.1
250.9
249.7
254.4
256.3
259.0
268.0
274.1
280.4
284.0
284.9
290.2
292.7
290.7
289.4
287.2
289.3



Food Non-Food
100.0
100.9
101.5
102.9
103.3
104.1
104.5
105.1
105.6
106.5
107.5
108.5
108.8
109.9
114.9
119.6
120.3
123.3
128.7
131