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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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Table A: Number of Markets Covered and Basket of Commodities by
Region

A~ F/7174) £705° NAZ%hh e+htk 6PPF/ Region
Y A NS DF AN TNFF AT
N7 VAN JVAan
1993=100 1999=100
1 176 8 114 143 Tigray
2 LaA 4 85 153 Afar
3 Hh77¢- 20 118 144 Amhara
4 Vst A 24 127 161 Oromia
5 1177}, 6 85 122 Somalie
6 507740 6 111 142 Benishangul-Gumuz
79"
7 LAV 31 130 152 SNNP
8 29°1 3 105 103 Gambela
9 VA 2 102 158 Harari
10 ALn AN 12 175 193 Addis Ababa City
177 Administration
11 LlP 3 121 150 Dire Dawa
ATGR0C Administrative
L9 119 Total
Sr.No. Number of
Markets Basket of Commodities
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April 2010 Inflation Rate

As it is indicated in Table ‘C’ below the country level overall inflation rate (annual change based on 12 months
Moving Average) stood at 2.9 percent in April 2010. This rate is 41.4 percentage points lower than the
corresponding annual average rate of 44.3 percent at April 2009. Similarly, the country level food inflation rate
stood at —4.9 percent and the country level Non-food inflation rate stood at 17.7 percent in April 2010.The —4.9
percent Country level food inflation rate in April 2010 is 62.1 percentage points lower than that of 57.2 percent
inflation rate at April 2009. This decrease in the Food inflation rate was due to the decline in price indices of

the Food components mainly, Cereals.

The 12 months moving average General and Food inflation showed a decline starting in March 2009 and
continued the trend in April 2010. In this regard, the General moving average inflation rate was 46.1 in
February 2009 and consequently declined to 45.2 percent in March 2009, 44.3 in April 2009, 41.6 in May
2009, 36.4 percent in June 2009, 29.9 percent in July 2009, 24.1 percent in August 2009, 18.7 percent in
September 2009, 14.1 percent in October 2009, and 10.6 percent in November 2009, 8.5 percent in December
2009, 6.6 percent in January 2010, 5.0 percent in February 2010, 3.9 percent in March 2010 and 2.9 percent
in April 2010 . In a similar way, the Food moving average inflation rate was declined from 61.1 percent in
February 2009 to 59.2 percent in March 2009, 57.2 percent in April 2009, 52.6 percent in May 2009, 44.2 in
June 2009, 34.2 percent in July 2009, 25.4 percent in August 2009, 17.5 percent in September 2009, 11.0
percent in October 2009, 6.1 percent in November 2009, 3.3 percent in December 2009, 0.7 percent in
January 2010, -1.6 percent in February 2010, —3.3 percent in March 2010 and —4.9 percent in April 2010. The
Moving Average Inflation rate of Non-food components has decreased by 6.9 percentage points as compared
to the one observed in April 2009. In the recent months, except for Cereals, all the other food components
have shown a rise in their indices. Among the non-food components almost all of them are increasing;
specially, the prices of Fuel, Construction materials, Clothing and Footwear, Furniture and Furnishing and
Personal care and effects are on the rise. However, as the numerical figures indicate the increase in prices in

recent months are much lower than the situation observed in the past two years.

Table (D) shows Inflation rate based on last year's similar month comparison. As can be seen from the table
the April 2010 General year-on-year inflation has increased by 6.8 percent as compared to the one observed
in April 2009. The 6.8 percent rise in General inflation rate is due to the fact that the General Consumer Price
Index (CPI) of 180.7 percent observed in April 2010 was higher than the corresponding 169.2 percent General
Consumer Price Index (CPI) observed in April 2009. The year-on-year Food inflation decreased by 0.8 percent
in April 2010 as compared to the one observed in April 2009. The reason for the decline in the food Inflation
rate was that the 186.2 percent Food Consumer price Index (CPI) observed in April 2010 was lower than the
corresponding 187.8 percent Food Consumer Price Index (CPI) observed in April 2009. However, the Non-

Food inflation increased by 19.8 percent in April 2010 as compared to the one observed in April 2009.
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Table C: The Country Level General Inflation Rate

Ne+ oot (OC)

PO Nt vt

Budget Year and months

amPAL £ PO | P77 h

PO 710+ L£OFr PO

700+ 700+
g+ oot @&+ Budget Year in Months
Gao3 P hohe Annual Average
(h°0 1999 - 0% 2000) 18.4 23.6 11.6 (July 2007 — June 2008)

Ga0 3P KOG, Annual Average
(h?°0. 2000 - A% 2001) 40.6 54.1 21.0 (July 2008 - June 2009)
7118 2001 443 572 246 April 2009
270+ 2001 416 526 24.6 May 2009
0z 2001 36.4 44.2 237 June 2009
hg°n 2001 299 342 229 July 2009
‘1ch, 2001 241 254 1.8 August 2009
avOnl9® 2002 18.7 175 20.9 September 2009
TP9°T 2002 141 m 16.9 October 2009
“145C 2002 106 6.1 18.9 November 2009
Avan 2002 8.5 33 182 December 2009
TC 2002 6.6 07 17.8 January 2010
eh-tl 2002 50 16 17.6 February 2010
av I T 2002 39 33 17.7 March 2010
T1LEHE 2002 29 49 17.7 April 2010
Inflation Rate

Budget Year Overall Food Non-food

Inflation | Inflation Inflation

rate rate rate

Note: General and Food Inflation figures for February 2010 are revised.
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Table D: Summary of Comparison of CPI Movements, Current vs. Last year's
Similar Months at Country Level

PO TN0F i3 had.o oot +Havdag @C 2C Budget Year and months
NE+ %ot (@C) A.190C
aAmPAL PP oM PO LM 1 LAUT
700+ 700+ ePo Thnt
Ne+ 9aot (@i Budget Year in Months
QP hoThE, Annual Average
(hN 1999 - 0's 2000) 24.9 34.2 12.3 (July 2007 - June 2008)
Gav P AL Annual Average
(ch?°0. 2000 - A% 2001) 38.7 48.6 24.1 (July 2008 - June 2009)
71.2HE 2001 23.4 25 4 20.3 April 2009
270 2001 14.2 11.6 18.7 May 2009
0n’s 2001 27 3.4 15.0 June 2009
h9°h, 2001 37 12.4 15.4 July 2009
1chv, 2001 3.9 -12.8 15.3 August 2009
aoOnlg° 2002 4.1 -13.6 16.6 September 2009
TP 2002 3.7 127 14.8 October 2009
14C 2002 0.6 -8.0 17.2 November 2009
AvAan 2002 71 0.6 18.3 December 2009
TC 2002 7.6 0.4 20.3 January 2010
eh-tl 2002 71 02 19.8 February 2010
av I T 2002 7.4 0.1 20.4 March 2010
TLEHE 2002 6.8 0.8 19.8 April 2010
Inflation Rate based on last year’s similar month
Budget Year comparison
Overall Food Inflation Non-food
Inflation rate Inflation rate
rate

Note: General and Food Inflation figures for February 2010 are revised.
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Comparison of CPlI Movements, Current vs Last year's Similar Months at Country Level
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N6.8 hovf: 998 AACFHN:: NHY F79L I°h307
PPt oom P N58 hootf: N.945 7I9°NW 216
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woAs Coo@l (203 hootf-P vh9"s 188 hoof:
7N TS 0755 131.8 hovf P oo l55s 19U
N13.7 hoofi PIA 3055 PIA #77 B092F 125.0
hoofe A4S AT 692F (9.3 hoot (PA 2005 Tw-
A6 YL NI T -z (D hd  19°711
ADBHN NE FPO.8 hoot PTIT FCFAhA::

WINLW 1) ARILCACM. AMPAN T°7 A, 2Lk
0.8 hoof. oopi) I°h3ed PPrd- PI°7M h5N-T
TINTI® AUA N15.6 hoot- 4G €3F5 AT Nd 0T
N2.3 hoot (PAI%HOTT@ 16 P57 N°740FFTwm-
ez A A ToTd N8 hovofi 4015 An-T
PLHIZE T°INTF 16.3 hoof-i #29 (18.8 hoof P @14 ¢
ACAS O3 N14.6 hootfi HET5 PILT 4.1
hoo .7 ATHATS G54 M4.1 hoof i oo’y Povg®
N53.2 hoof: PALE) (155 06 +mA N19.9 hoofP
AT IPINF N17.0 hov i PoI04. ATA T01 120.7
hoofo A5 W7 @en, P1ong 7°790F 1149 hoof
0877 NP 2LhOTT @ AE hNCAPA::

WIMLAC (o) POLAP@- PPD TNNE UF hAdo-
Gaol Favddg, OC 2C 0°77190C 1o wImeF
ool & T AILTLFA® PULEHE OC 2002 3.9° AMPAL
P2 00T WAL Goot TLEHE OC 2001 %4.9° IC
AIAAC 06.8 hoot W& ANAchd:: AHY 918 9780k
N°9.eHe ®C 2002 4.9° ¢+ovHIN@® hmPAg P2
aaollF  R1%AN 180.7 hoof (7LEHE ®C 2001
hhaoHMN@  169.2 hoot AmPAL PP  avool§
ALAN NAM  OooTTE Y@ P9I PO TNt
PIULEeHS ®C 2002 9.9° WAL@- Goot holeHS OC
2001 9.9° I2C AMAAC 00.8 hoot PGT AN hA:
AHY PGSO oLk NCLeNe  oC 2002 9.9°
Chaol @ P9I PO gvoolly h7%AN 186.2 hoot:
N°.eH¢ oC 2001 <%.9° ntooHiN@- 187.8 hootf
PN PO ool ATLAN ATO NeoTTE -
M Th CAPT PAILAN NeACT PPO TNt
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The April 2010 Country Level Consumer Price Index has
increased by 6.8 percent as compared to April 2009 (Table
1(a)). This increase in the General Consumer Price Index is
attributed to the rise observed in the indices of Beverages
by 5.8 percent, Cigarettes and Tobacco by 21.6 percent,
Clothing and Footwear by 24.0 percent, House Rent,
Construction Materials, Water and Fuel and Power by 19.5
percent, Furniture, Furnishings, Household Equipment and
Operation by 20.3 percent, Medical Care and Health by
18.8 percent, Transport and Communication by 31.8
percent, Recreation, Entertainment and Education by 13.7
percent, Personal Care Effects by 25.0 percent and
Miscellaneous Goods by 9.3 percent . On the other hand,

the Food index declined by 0.8 Percent.

The 0.8 percent decline in the Food index was observed
due to the fall in the indices of the components of Food
index (Table 1(b)) namely: Cereals by (15.6 percent) and
Potatoes, Other Tubers and Stems (2.3 percent). On the
other hand, increases were observed in the indices of
Pulses (1.8 percent), Bread and Other Prepared Food (6.3
percent), Meat (8.8 percent), Milk, Cheese and Eggs (14.6
percent), oils and Fats (4.1 percent), Vegetables and fruits
(4.1 percent), Spices by (53.2 percent), Coffee and Tea
Leaves (19.9 percent), other Food Items (17.0 percent),
Milling Charge by (20.7 percent), and Food Taken Away

from Home (14.9 percent) respectively.

Table (D) shows Inflation rate based on last year's similar
month comparison. As can be seen from the table the April
2010 General year-on-year inflation has increased by 6.8
percent as compared to the one observed in April 2009.
The 6.8 percent rise in General inflation rate is due to the
fact that the General Consumer Price Index (CPI) of 180.7
percent observed in April 2010 was higher than the
corresponding 169.2 percent General Consumer Price
Index (CPI) observed in April 2009. The year-on-year Food
inflation decreased by 0.8 percent in Aprii 2010 as
compared to the one observed in April 2009. The reason
for the decline in the food Inflation rate was that the 186.2
percent Food Consumer price Index (CPI) observed in April
2010 was lower than the corresponding 187.8 percent
Food Consumer Price Index (CPI) observed in April 2009.
However, the Non-Food inflation increased by 19.8 percent
in April 2010 as compared to the one observed in April
2009.
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Comparison of CPI Movements, Current vs Last year at Country and

Regional Levels
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Table 2(a) also displays that the April
2010 Country level General Consumer
Price Index has increased by 6.8
percent as compared to April 2009.
This increase was attributed to the rise
in the indices of its constituent regions;
namely: Addis Ababa 12.2 percent,
Afar 19.1 percent, Amhara 6.1 percent,
Dire Dawa 5.8 percent, Gambela 0.4
percent, Harari 9.0 percent, Oromia
4.7 percent, SNNP by 8.2 percent,
Somali 9.1 percent and Tigray 5.4
percent. On the other hand,
Benishangul Gumuz Index has declined
by 2.7 percent.

Table 2(b) reveals that the 0.8 percent
decline in the country level Food index
was observed due to the fall in the
indices of the regions namely: Amhara
0.4 percent, Benishangul Gumuz 12.0
percent, Gambella 6.6 percent, Oromia
2.4 percent, SNNP 0.6 percent and
Tigray 2.4 percent. On the other hand,
rises were observed in the indices of
Addis Ababa 6.2 percent, Afar 13.4
percent, Dire Dawa 1.9 percent, Harari
5.6 percent and Somali 3.8 percent.
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