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Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes
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Overview

The world economyhas been severelyaffectedby the Covid-19
pandemic. GlobalGDPdeclinedby3.5%inrealtermsin2020, according
toInternationalMonetaryFund(IMF)estimates.

Theevolvingcrisisandmeasurestakenworldwidetocontainthespread
of thevirusacceleratedcertainlong-termandemergingtrendsin global
production,trade,financeandinvestment.

Productionand logisticalinterruptionsdue to confinementrestrictions,
alongsideintensifyingcompetitivepressuresworldwide,haveled to a
reassessmentof supplychainsby companiesaroundtheglobe. These
haverealisedthe importanceof diversifyingtheirsourcesof inputsto
minimisesupplydisruptionrisksandenhanceperformance.

Theadverseeconomicimpactwasreflectedin themarkeddeterioration
in manufacturingactivityas the globalmanufacturingPMI plunged
sharplyat the start of 2020. A strong reboundwas, however,
subsequentlywitnessedasrestrictionswereeased.

Althoughnegativelyaffectedbytheglobaleconomicdownturn,a steady
improvementin activitylevelssawoverallworldtraderecoveringto pre-
crisislevelsbyDecember2020.

Shiftstowardstheregionalisationandlocalisationof production,largely
onthebackof nationalistictendencies,intensifiedduringthecrisis. The
pacemay,nevertheless,subsideto someextentgoingforwardas the
UnitedStates(US) underthe Bidenadministrationadoptsa more
collaborativeapproachin itsbilateralandmultilateralrelations. Thishas
beenreflectedinimprovingmarketsentimentinmorerecenttimes.

A low inflationenvironmenthas permittednumerouscentralbanksto
maintainaccommodativemonetarypolicystances. With real interest
ratesat historicallowsor evennegative,thereis limitedspacefor
conventionalmonetarypolicyactionin manycountries. Hence,various
centralbanksopted to supporttheir economiesthroughcontinued
quantitativeeasing,increasinglycomplementedbyfiscalinterventions.

Thesepolicy interventions,which may eventuallyprove difficultto
unwind,areleadingto escalatinggovernmentalindebtednessin several
countriesandthusposingseriousriskstoglobalfinancialstability.

Whiletheintroductionof lockdownmeasures,firstlyinChinaandshortly
afterin otherpartsof theworld,initiallytriggereda significantdeclinein
industrialcommodityprices, the subsequentreopeningof major
economies,accompaniedby significantfiscal policy support,saw
commoditypricesrising.

Infrastructureinvestmentactivityin Chinahas alsobeenpropping-up
industrialcommodityprices. Moreover,improvingrisk appetiteamong
globalinvestors,amidtherolloutofCovid-19vaccinationprogrammesin
manycountries,hasprovidedfurthersupporttocommoditymarkets.

Afterhavingplummetedsteeplyat the startof 2020, equitymarkets
aroundthe worldralliedin recentmonthson the backof improving
sentiment. Emergingmarketshave benefittedfrom renewedcapital
inflows,bolsteredby increasedriskappetiteas investorssoughthigher
yields.

Globalforeigndirectinvestment(FDI)flowsplummetedtoUSD858billion
in 2020, from USD1.5 trillionin 2019 (UNCTADestimates)as the
pandemic-inducedeconomicdownturntooka firmgripon investment,
FDIflowsintoAfricadeclinedby 18% to USD38billionin 2020, a level
lastseenmorethanadecadeago.

TheIMFprojectsthatglobaleconomicgrowthwillrecoversubstantiallyto
5.5% in 2021and4.2% in 2022. Therolloutof Covid-19vaccinationsis
supportingtheimprovedoutlook,butuncertaintyprevailsregardingthe
impactofrenewedwavesofinfectionandnewvariantsofthevirus.

The Covid-19 pandemicand measurestakento containit inflicted
severedamageon an alreadyfragileSouthAfricaneconomy,which
hadbeenexperiencingrecessionaryconditionssincethe 2nd halfof
2019. RealGDPconsequentlydeclinedby an unprecedented7% in
2020.

ManufacturingGDPfell by 11.6%. Sharplyloweroutputlevelswere
recordedby keymanufacturingsub-sectorssuchas thoseproducing
motorvehiclesandparts; ironandsteel; chemicals; aswellasclothing,
textiles,leatherandfootwear. Miningoutputdroppedby10.7%in2020,
takingit toa40-yearlowinrealterms. Althoughthisdecliningtrendhas
largelybeentheresultof thelong-termdeclinein goldmining,multi-
yearlowshavealsobeenrecordedbyseveralothersub-sectors. Value
addedintheagriculturalsectorexpandedby13.1%in2020, supported
by the secondlargestmaizecrop on recordand a strongexport
performance,especiallycitrusexports. Thetourismindustryhasbeen
themostdetrimentallyaffectedbytheglobalCovid-19pandemicandit
maytakemanymonths,if notyears,forthisimportantlabourintensive
industrytorecover.

Householdspendingdecreasedby5.4%in2020duetovariousfactors,
includinga steepdropindisposableincomes,massivejoblosses,high
debtlevels,reducedappetitefornewcredit,aswellas lowsentiment.
Durablegoodsandsemi-durableitemsweremostaffected.

SouthAfricaôsfiscalpositionisparticularlychallenging. Itsbudgetdeficit
is estimatedat 14% of GDPfor2020/21, whilethedebt-to-GDPratio
mayreach87.3%by2023/24. Theperturbingfiscalmetrics,alongside
the inadequatepaceof structuralreformsandtheeconomyôsweak
growthprospectsrisk furtherdowngradesof the sovereigncredit
ratingsif fiscalconsolidationand debt sustainabilityplansare not
effectivelyimplemented.

Fixedinvestmentdeclinedby17.5%in2020, a dropofR105.4 billionin
real termsto its lowestlevelin 14 years. Manyprivateenterprises
postponedor reconsideredtheirinvestmentplansin a veryuncertain
environment,whereasfinancialconstraintsforcedthepublicsectorto
reduceitsinfrastructurespending. FDIinflowsdeclinedby31%in2020
toR51.1billion.

Asubstantialrecoveryinmerchandiseexportsin thesecondhalfof the
year,alongwithsignificantlylowerdemandfor imports,resultedin a
tradesurplusof R270.6 billionin 2020. Thiscontributedto theR108.2
billionsurplusrecordedon the currentaccountof the balanceof
payments,comparedtoadeficitofR153.2 billionin2019.

Havingrecoveredsomewhatin thesecondhalfof 2020as lockdown
restrictionswereeased,businessconfidencefell againin the first
quarterof 2021. Manufacturersremainparticularlyconcernedwith
currenteconomicandoperatingconditions.

On the employmentfront,1.4 millionjobswerelostduring2020as
lockdownmeasurestooka firmgriponeconomicactivity. Massivejob
losses(2.2 million)wererecordedin the secondquarter,but some
recoveryensued. Nonetheless,theunemploymentraterosesteeplyto
32.5%bythefourthquarter,with7.2millionpeoplewithouta job.

TheRandôsperformancesurpassedall expectationsby postinga
remarkablerecoveryin recentmonths. It tradedaroundR14.75 per
USDon 31 March2021, comparedto aboutR19.00 perUSDat the
startofApril2020.

Consumerprice inflationaveraged3.3% in 2020, a 16-year low,
assistedbya 7%dropinthepetrolprice. Asthecrisisunfolded,theSA
ReserveBankreducedthereporateby300bpssincethestartof2020.
Thereporatecurrentlystandsat3.50%, thelowestinalmost50years.

AreboundinSouthAfricaôseconomicgrowthisexpectedin2021, butit
islikelytoberelativelymodestinlightofpersistentchallenges.
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ÅThe South African economyexperiencedits sharpest
contractiononrecordin 2020, primarilydueto theeconomic
crisisbroughtaboutbytheCovid-19pandemicandmeasures
tocontainit. RealGDPfellby7%, followingthemarginal0.2%
growthrecordedin2019.

ÅWiththe exceptionof agricultureand generalgovernment,
sharplyloweroutputlevelswerereportedbymostotherbroad
sectorsoftheeconomy.

ÅNotwithstandingthe gradualliftingof lockdownrestrictions
fromtheirmostseverelevelsduringQ2 2020, relativelyweak
demand,bothdomesticallyandexternally,continuedtoaffect
ontheperformanceofthemanufacturingandminingsectors.

ÅLoweractivitylevelsinothersectorsof theeconomy,suchas
trade and accommodation,transportand communication,
financialandbusinessservices,as wellas construction,all
contributedtothesharpdeclineinoverallGDP.

Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes
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Notes: 

(i)Figures in brackets in the above graph refer to the sectorôs percentage share of total GDP at basic prices (constant 2010 prices) in 2020
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Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:
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Real GDP growth in the manufacturing sector

Source: IDC, compiled using Stats SA data
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Real GDP growth in the mining sector

Source: IDC, compiledusing Stats SA data
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Real GDP growth in the agricultural sector

Source: IDC, compiled usingStats SA data
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Real GDP growth in service -related sectors

Source: IDC, compiledusing Stats SA data

Services sectors include:

Electricity, Construction, Trade, 

Transport, Finance, Government 

and Other services.

Agriculture, forestry 

& fishing

2.7% Mining & quarrying

8.4%

Manufacturing

12.9%

Electricity, gas & 

water

3.8%

Construction

3.2%

Wholesale & retail 

trade, catering & 

accommodation
14.8%Transport, storage & 

communication

8.9%

Finance, insurance, 

real estate & 

business services
19.9%

Community, social & 

personal services

6.0%

General government

19.4%

Source: IDC, compiledfrom Stats SA data Note: Sector share according to GDP at basic prices (current prices)

Sectoral composition of the South African economy in 2020 



Domestic expenditure

Gross domestic expenditure

Final consumption expenditure by households

Final consumption expenditure by government

ÅThesharpdeteriorationof the localeconomicenvironment

wasevidencedbyveryweakdemandconditions,asreflected

by the 8.9% dropin grossdomesticexpenditure(GDE)in

2020(+0.7%in2019.

ÅWiththeexceptionofgovernmentconsumptionspending,all

othercomponentsdetractedfrom overallGDEgrowthin

2020. A difficult consumer environment,challenging

operating conditions for business enterprises and

governmentôslimitedfiscalspaceconstrainedspendingby

householdsandoverallfixedinvestmentspending.

ÅConsistentwithdeeprecessionaryconditions,demandfor

importedgoodswassignificantlylowerin 2020. Thiswas

reflectedina lowerimportpenetrationratioof24.9%(i.e. real

merchandiseimportsasa ratioofGDEordomesticdemand)

ïthelowestlevelin9 years. A modestrecoveryindomestic

demandisexpectedin2021.

ÅOverallspendingby householdsdeclinedby 5.4% in real
termsin 2020, reflectinga particularlydifficultconsumer
environmentandtheimpactoflockdownrestrictions.

ÅHighconsumerindebtednessandreducedappetitefor new
credit,massivejob losses,alongwith concernsover the
outlook for the economyand employmentprospects,
restrainedhouseholdspending. This was despitea low
inflationandinterestrateenvironment.

ÅSpendingon durablegoodsand semi-durableitems fell
sharplyin 2020, by8.4% and18.3% respectively,compared
to the marginallypositivegrowthratesof 0.6% and0.5%,
respectively,recordedin 2019. Expenditureon non-durable
goods(-3.9%) andservices(-3.2%) alsocameunderstrain.

ÅHouseholdspendingis expectedto recoverin 2021but
challengesin theconsumerenvironmentarelikelyto persist,
affectingtheabilityand/orwillingnessofhouseholdstospend.

6

ÅFacing enormousfiscal constraints,governmentwas

compelledtocontainitsconsumptionexpenditurein2020.

ÅConsumptionspendingby generalgovernmentslowedto a

marginal0.5% for the year,comparedto 1.5% in 2019. A

slowerrateofincreaseingovernmentemployeeremuneration

inrealtermswasevidentinthefinalquarterof2020.

ÅNonetheless,theshareclaimedbygovernmentconsumption

expenditurein nationalGDP remainedrelativelyhigh at

22.6%in2020, upfrom21.3%in2019.

ÅGovernmenthas committedto containingoverallspending,

particularlyits massivepublicsectorwagebill. Thelatteris

expectedto rise at an averagenominalrate of 1.2% per

annumoverthe nextthreefiscalyears,representingabout

32% of totalconsolidatedexpenditure. However,concerns

remainoverthesuccessfulattainmentoftheseprojections.
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Gross fixed capital formation

Fixed investment by type of organisation

Inventories

7

ÅChallengingeconomicconditionsandheighteneduncertainty
tooka toll on fixedinvestmentactivityin SouthAfrica,with
overallcapitalspendingfallingsharplyby 17.5% in 2020
(-0.9%in2019).

ÅDespitesome recoveryin the secondhalf of 2020 as
lockdownrestrictionswere eased and sentimentlevels
improvedto some extent,persistentlyweak confidence
amongprivatebusinessenterprisesandconstrainedpublic
sectorfinanceskepttotalfixedinvestmentexpenditureat its
lowestin 14yearsin realterms. Its relativeshareof overall
GDPdeclinedfurthertoaratioof15.8%in2020.

ÅAll broadsectorsof the economyrecordedlower fixed
investmentspending,with the strongestratesof decline
havingbeenreportedbytheelectricity,gas&water(-30.5%);
financial,realestate& businessservices(-26.4%); transport
& communication(-25.2%); manufacturing(-14.7%); and
construction(-14.2%) sectors.

ÅFixedinvestmentspendingbytheprivatesectorfellby19.3%
in 2020(+1.1% in 2019). Thiswaslargelydueto reduced
capital expenditureon transport equipment(-22.7%),
residentialbuildings(-12%) andconstructionworks(-10.9%).

ÅFinancialchallengesandsubdueddemandforutilityservices
such as electricity,transportand logisticscontinuedto
constraininvestmentspendingby publiccorporationsin
2020. Investmentspendingbypubliccorporationscontracted
by25%inrealtermsin2020.

ÅDespitesomeinvestmentoutlayson Covid-19 emergency
infrastructureandequipmentduring2020, capitalspending
by governmentdecreasedby 1.3% to R88.7 billionin real
terms,itslowestlevelsince2012. Aprecariousfiscalposition
has limitedgovernmentôsabilityto investin muchneeded
infrastructurein recent years. Overall growth in fixed
investmentactivitygoingforwardis thus likelyto remain
predominantlyreliantoncapitaloutlaysbytheprivatesector.

ÅThechallengingdomesticenvironmentresultedin a sharp
reductionininventoriesinthefinalquarterof2020, withstock
levelsdecliningbya massiveR115billionin realterms(from
ïR144billioninthethirdquarter).

ÅIn2020, inventorylevelswereR89.8 billionloweratconstant
2010prices,thelargestreductiononrecord.

ÅMostsectorsof theeconomycontinuedto reducetheirstock
levels to meet domesticdemandfollowingthe national
lockdown,as well as externaldemand. Key contributors
includedthe mining& quarryingsector(-R52.5 billion);
wholesale& retailtrade,hotels& restaurants(-R28.9 billion);
andthemanufacturingsector(-R13.3 billion). Incontrast,the
electricity,gas& watersectorincreasedits stocklevelsby
R3.8billion.

ÅTheratioof industrialandcommercialinventoriesto GDP
declinedto9.5%in2020, thelowestonrecord.
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Employment

Formal and informal  sector employment

Productivity and unit labourcosts 

Unemployment

8

ÅTheformalandinformalsectorsof theeconomycollectively
sheda massive1.4 millionnetjobsoverthecourseof 2020,
addingtotheunemploymentplightandrisingpovertylevels.

ÅAlmostall thebroadeconomicsectorsreportedemployment
lossesin2020. Themajorityoftheselosseswereinfinance&
businessservices(-256000); communityservices(-241000);
manufacturing(-230 000); trade and accommodation
(-186 000); as well as in construction(-184 000). Other
sectorsalsodetractedfromoverallemploymentfrontin2020.

ÅParticularlyconcerningis the continueddeclinein the
economyôsemploymentintensity(i.e. thenumberof jobsper
R1 millionrealGDP),whichhasfallento justbelow5 jobsin
Q4 2020. Hence,a substantiallyfasterpaceof economic
expansionwill be required to create much-needed
employment.

ÅLabourproductivityin the formalnon-agriculturalsectorsof

the economydecreasedby 3.9%, year-on-year,over the

periodJanuaryto September2020. Nominalunit labour

costs,inturn,increasedby4.9%overthisperiod.

ÅGrowthin theremunerationof employeeswithingovernment

deceleratedto -1.0%, in real terms,over this nine-month

period, whereas the compensationof private sector

employeesdeclinedby5.3%.

ÅSouthAfricaôsunemploymentratereachedanall-timehighof
32.5% in Q4 2020, withabout7.2 millionpeopleunableto
finda job. Thisrepresentedan increaseof 507000in the
numberofunemployedpeoplecomparedtoQ42019.

ÅApproximately60% of all unemployedpeoplewereyounger
than35years,and72% (5.2 million)of theunemployedhad
beenwithouta job for morethan12 monthsin the final
quarterof2020.

ÅAmongtheyouth,theunemploymentratestoodat 63.2%for
thoseintheagegroup15to24years,andat41.2%forthose
betweentheagesof25and34years.

ÅNotwithstandingthevariousinitiativesaimingto addressthe
unemploymentchallenge,particularlyamongtheyouth,the
weakgrowthprospectsfor the domesticeconomysuggest
that the recoveryprocesswith regardto employmentwill
likelybeprolonged.
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Employment (cont.)

9

Employment according to main economic sector

Agriculture, forestry 
& fishing

5.4% Mining
2.7% Manufacturing

10.1%
Electricity, 

gas & water
0.7%

Construction
7.7%

Trade, catering & 
accommodation

20.5%

Transport, storage & 
communication

6.1%

Finance & business 
services
15.8%

Community, social & 
personal services

23.1%

Private 
households

7.7%

Other
0.10%

Sectoral composition of employment in South Africa in 2020 

Source: IDC, compiledusing Stats SA data

Note: Data is for the formal and informal sector as per data from the 
Quarterly Labour Force Survey (QLFS).  
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Transport, storage & communication

Agriculture, forestry & fishing

Private households

Construction

Trade, catering & accommodation

Manufacturing

Community, social & personal services

Finance & business services

Change in number ('000)

Change in employment : Q4 2020 vs Q4 2019

Source: IDC, compiledfrom Stats SA data

Total job losses = 1.4 million



Manufacturing sector

Manufacturing GDP and volume of production

Physical volume of production per sub-sector of manufacturing

Gross Domestic Product

Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes

ÅManufacturingoutputdeclinedby 11% in 2020ïthe worst
performancesince the 2009 global financialcrisis. This
reflectedthe persistentlydifficult trading and operating
conditionsfacingthesectoringeneral.

ÅProductionvolumesfellsharplyacrossallbroadsub-sectorsof
manufacturingin 2020, includingfoodandbeverages(albeit
draggeddownlargelybyitsbeveragessegment).

ÅThe manufacturingsectorôscontinuouslypoor performance
overtimehas resultedin its relativeshareof overallGDP
decreasingtoa lowof12.9%in2020

ÅGraduallyrecoveringconfidencelevels, improvingworld
demandandrelativelymorefavourableeconomicconditions
locallycould underpinthe manufacturingsectorôsgradual
recoverygoing forward. However,demandmay remain
inadequateinseveralsub-sectors,whilecompetitivepressures
and structuralchallenges(particularlyelectricitysupply
shortages)arelikelyto weighon thesectorôsperformancein
theshort- tomedium-term.

10

Note: Figures in brackets refer to the sub-sectorôs percentage share of total manufacturing production.
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Manufacturing sector (cont.)

Fixed investment and capacity utilisation

Utilisationof production capacity per sub-sector of manufacturing

Gross Domestic Product

Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes

ÅConsistentwiththereboundin manufacturingactivityin the

lasttwoquartersof 2020, albeitfromtheveryweakbaseof

Q2, theutilisationofproductioncapacityin themanufacturing

sectorimprovedsubstantiallyto79.3%inQ4 2020. However,

itwasstillbelowthe81.1%recordedinQ42019.

ÅNevertheless,fixed investmentspendingin manufacturing

declinedsharply(-14.7%) in real termsin 2020(+3.2% in

2019).

ÅWithproductionactivitystill generallyunderpressureand

severalcompaniesreportedlyoperatingwell belowdesign

capacity,theremaybeno immediateneedfor investmentin

additionalproductioncapacityin severalsub-sectorsat least

intheshort-term.

11

Note: Figures in brackets refer to the sub-sectorôs percentage utilisationof production capacity in the fourth quarter of 2020.   
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Manufacturing sector (cont.)

Expectations regarding employment creation

Expectations regarding employment creation per sub-sector of manufacturing

Gross Domestic Product

Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes

ÅManufacturersôexpectationsregardingemploymentcreation

havebeenconsistentlynegativesince2007, highlightingthe

difficultiestheyhavegenerallybeenfacing.

ÅEmploymentin the manufacturingsectorhascontractedby

around200000jobssince2007andexpectationsarethatthe

unfavourablelong-termtrendwillcontinue.

ÅAccordingto recent BER surveys,all sub-sectors of

manufacturingexpectemploymentlosses,eventhosethatare

performingrelativelybettersuchastheautomotiveindustryas

wellasfoodandbeverages.

ÅThelimitedfixedinvestmentactivityin thecountryhasbeen

reflectedin the construction-related manufacturingsub-

sectors,such as thoseproducingglassand non-metallic

mineral products,for these hold the most pessimistic

expectationsregardingemploymentlevelsgoingforward.
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Inflation and monetary aggregates

Consumer price inflation

Producer price inflation

Credit extension to the private sector

13

ÅInflationarypressureshavebeenwell containedin recent

years. Ratesof increaseinconsumerinflationhaveremained

belowtheSAReserveBankôsuppertargetlevelof 6%since

2017. During2020, headlineinflationdeclinedto its lowest

levelssince2004, cominginatonly2.1%inMay.

ÅVariousfactorshavecombinedtodraginflationlower. Onthe

externalfront,weakglobaldemandledto verylowoil prices,

whilehighlyaccommodativemonetarypolicystancesacross

theworldledtoa searchforyield,inturnsupportingtheRand

exchangerate. These factors limited importedinflation.

Domestically,lower fuel prices combinedwith favorable

weatherconditionsresultedinlimitedfoodpriceinflation.

ÅInflationhas trendedupwardlysinceMay2020, measuring

2.9% in February2021as crudeoil pricesrecoveredon the

backofimprovingeconomicactivityglobally.

ÅTherateof increaseinthefinalmanufacturedgoodsproducer

priceindex(PPI)slowedsignificantlyduring2020towardsa

lowof0.3%inMay,comparedto6.4%ayearearlier.

ÅTheprincipalcontributorsto thedownwardtrendin producer

priceinflationhavebeenthesharpdeclinesin fuelpricesas

wellassubduedfoodinflation.

ÅProducerpriceinflationincreasedto 4.0% in February2021

asfuelpricesrecoveredsignificantlytowardstheendof2020

andearlyin 2021. Othercontributorsto thehigherproducer

inflationin recentmonthsincludedrelativelyhigherpricesof

foodandmotorvehicles.

ÅGrowthin householddemandfor credithadbeentrending

highersince2017. However,this trendwasbrokenby the

outbreakof the Covid-19 pandemicand the consequential

economiccrisis.

ÅThesubstantialslowdownin the rate of increasein credit

extendedtohouseholdswasnotonlyduetolowerdemandon

the back of weakerconsumerconfidence,restrictionson

individualmobilityaswellasonactivityinspecificsegmentsof

the retail industry,but also a resultof fallinghousehold

incomes.

ÅInthecorporatesector,demandforcreditincreasedsharplyat

the onset of the pandemicas companiessoughtcash

reservesto carry them throughthe initialhard lockdown

measuresimposedduringQ2 2020. However,theprotracted

natureofthepandemichasweakenedtheabilityofcorporates

toincreaseborrowings.
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Interest rates and yields

Repo and prime overdraft rates

Inflation and interest rates

Long- and short-term yields

14

ÅIn responseto the extraordinaryeconomiccrisisbrought

aboutbydomesticandglobaleffortsto containtheCovid-19

pandemic,theMonetaryPolicyCommittee(MPC)of theSA

ReserveBankreactedswiftlyandaggressivelybycuttingthe

repurchase(repo)rateby300basispoints(bps)during2020.

ÅA relativelylow inflationenvironmentenabledthe MPCto

respondin thismannerto lightenthedebtburdenon South

Africanhouseholdsandbusinessenterprises,in theprocess

alleviatingtheimpactofharsheconomicconditions.

ÅThereductionin interestratesprovidedsomereliefto highly

indebtedhouseholdsand companies,with the ratio of

householddebtservicingcoststodisposableincomedeclining

from9.5%inQ22020to7.7%inQ4.

ÅAs a resultof the highlyaccommodativemonetarypolicy

stanceadoptedby theMPCsincethestartof theeconomic

crisis, the real repo rate (i.e. the SA ReserveBankôs

repurchaseratelessconsumerpriceinflation)declinedfrom

over2%in2019tojustabovezerointhesecondhalfof2020.

ÅConsideringthatinflationarypressuresandexpectationsare

stillrelativelysubdued,monetarypolicyinSouthAfricais likely

toremainquiteaccommodativeforsometime.

ÅTherealreporatemaythuspotentiallymoveintonegative

territoryas inflationincreasesgraduallygoingforward,while

the MPC refrainsfrom raisingthe repo rate for as long

possibleinsupportoftheeconomicrecoverymomentum.

ÅSouthAfricaôssovereigncreditratingwasloweredbyMoodyôs

toasub-investmentgradeearlyin2020, resultinginlong-term

governmentbond yields movinghigher on a relatively

sustainedbasis.

ÅThe adverseeffectsof the ratingsdowngradecouldhave

beenmoreseverein theabsenceof highlyaccommodative

monetarypolicystancesacrossthe developedworld,for

theseinducedglobalinvestorsto searchforyield,supporting

demandforSouthAfricanbonds.

ÅIn contrast,short-datedtreasurybillsmovedsharplylowerin

responsetotheinterestratereductionsbytheMPC.

ÅTheresulthasbeena sharpsteepeningof theyieldcurve,as

theperceivedrisksassociatedwithlong-termSouthAfrican

governmentdebtincreased.
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Capital markets

Johannesburg Stock Exchange (JSE) performance 

Shares traded on the JSE

Net portfolio purchases/sales by non-residents

15

ÅHighvolumesof liquidityandaccesstocheapcreditglobally,

duetocontinuedquantitativeeasingandinterestrateskeptat

or belowzeroin severaldevelopedeconomies,providedthe

idealenvironmentforequitymarketsto recoversharplyfrom

thelowsofMarch2020.

ÅSuchconditions,combinedwithexpectationsof aneconomic

recoverygloballyanddomesticallyas Covid-19 vaccination

programmeswere progressivelyplanned,also supported

SouthAfricanequities.

ÅConsequently,themajorindicesof theJohannesburgStock

Exchangemovedsubstantiallyhigher,particularlyduringthe

secondhalfof2020andearlyin2021.

ÅAs portfolioinvestorsfranticallyattemptedto assessthe
potentialimpactof theCovid-19pandemicandaccompanying
lockdownson corporateperformances,volatilityon theJSE
increaseddramatically,especiallyinMarch2020.

ÅTheactionsof fiscalandmonetaryauthoritiessubsequently
calmedequitymarkets,with volatilitylevelsearly in 2021
beingonlyslightlyhigherthanatthestartof2020.

ÅThevolumeof sharestradedon the JSEalsoroseduring
2020dueto increasedtradingactivityin a highlyuncertain
environment,includinginvestorsseekingopportunitiesin a
rapidlychanginglandscape.

ÅNon-residentsremainednetsellersof SouthAfricanequities

during2020, continuinga trendthathadstartedin 2015. The

net outflowsof R125.6 billionrecordedin 2020werethe

largestonrecord.

ÅHowever,sentimenttowardslocal equitieshas seemingly

altered more recently, as non-residents became net

purchasersinDecember2020andJanuary2021.

ÅSouthAfricaôsbond marketexperiencedmixed fortunes

during2020. Non-residentswerenetbuyersof SouthAfrican

bondspriorto theMoodyôsdowngradeof thesovereigncredit

ratingto sub-investmentin March2020. Netsellingensued

until the final quarterof 2020, whennon-residentsagain

becamenetbuyersofdomesticbonds.

ÅOverthecourseof 2020asa whole,however,non-residents

soldR39.9billionworthofbonds.

 0

 5

 10

 15

 20

 25

 30

 35

 40

 45

0

100

200

300

400

500

600

700

800

900

12

  |

3 6

2010

912

  |

3 6

2011

912

  |

3 6

2012

912

  |

3 6

2013

912

  |

3 6

2014

912

  |

3 6

2015

912

  |

3 6

2016

912

  |

3 6

2017

912

  |

3 6

2018

912

  |

3 6

2019

912

  |

3 6

2020

912

  |

V
o

la
ti

li
ty

 i
n

d
e

x

V
a

lu
e

 o
f 

s
h

a
re

s
: 

R
 B

il
li
o

n

Shares traded on the JSE

Value of shares traded (Lhs)

SA volatility index (SAVI) (Rhs)

Source: IDC, compiled using SARB and JSE data

-150

-125

-100

-75

-50

-25

0

25

50

75

100

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

R
a

n
d

 B
il
li
o

n
s

Net purchases of Shares Net purchases of Bonds

Source: IDC, compiledusing SARB data

Net portfolio purchases / sales by non -residents

 0

10 000

20 000

30 000

40 000

50 000

60 000

70 000

80 000

90 000

100 000

3 6

2008

912

  |

3 6

2009

912

  |

3 6

2010

912

  |

3 6

2011

912

  |

3 6

2012

912

  |

3 6

2013

912

  |

3 6

2014

912

  |

3 6

2015

912

  |

3 6

2016

912

  |

3 6

2017

912

  |

3 6

2018

912

  |

3 6

2019

912

  |

3 6

2020

912

  |

3

In
d

e
x

JSE performance

All Share Index

Industrials

Resources - Top 20

Source: IDC, compiled using Bloomberg data

Monthly averages

2021



Government finance

Budget balance 

Government debt

Government savings

16

ÅSouthAfricaôsfiscalpositiondeteriorateddramaticallyasthe
economiccrisisintensified. Lowerhouseholdandbusiness
incomedueto restrictionson individualmobility,production
and tradingactivity,as well as job losses,affectedtax
revenue. On the other hand, increasedspendingwas
requiredto confrontthe healthcrisisand providefiscal
supporttobusinessesandhouseholdsindistress.

ÅNationalTreasuryhasestimatedthattheunder-recoveryof
revenuein the 2020/21 fiscalyearcouldbe as muchas
R312.8 billioncomparedtoits2020Budgetestimates.

ÅThemainbudgetdeficit,in turn,is projectedby National
Treasuryto reach14.6% of GDPin fiscalyear2020/21,
comparedtoa6.7%ratioin2019/20.

ÅGrossgovernmentdebtrosesteeplyduringthefirsthalfofthe

2020/21 fiscalyear. ByDecember2020it wasequivalentto

77.1%ofGDP,comparedto63.3%inMarch.

ÅThesustainabilityof the debtburdenhasbecomea major

concern. Accordingto NationalTreasury,the debt-to-GDP

ratiowillriseto87.3%by2023/24.

ÅGovernmentis committedto fiscalconsolidationand debt

stabilisation. The threemajorcreditratingagencieshave,

however,expresseddoubt over its ability to rein-in the

massivepublicsectorwagebill. Theyarealsoconcernedwith

theslowpaceofstructuralreformsandtheeconomyôsgrowth

outlook. Theseagenciesdowngradedthe sovereignrating

furtherinto sub-investmentgradeduring2020, impacting

negativelyongovernmentôsdebt-servicingcosts.

ÅThe unprecedentedimpact of the pandemic-induced

economic crisis on public finances resulted in an

extraordinaryincreaseingovernmentódissavingô.

ÅThe ratio of governmentsavingsto GDP consequently

recordeditslargestdeteriorationonrecordin thesecondand

thirdquartersof2020.

ÅGovernmentdissavingisanticipatedtoremainrelativelylarge

for sometime, as revenuegenerationwill remainunder

pressurein the currenteconomicenvironmentwhile the

spendingrequirementsaresubstantial.
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Exchange rates

The rand vs. the US dollar and the Euro 

The rand versusother foreign currencies

Effective* exchange rates of the rand

17

ÅThe randweakenedsubstantiallyduringthe openingfour
monthsof 2020, movingfromanaverageof USD/ZAR14.40
inJanuarytoUSD/ZAR18.58inApril.

ÅThecurrencyôssharpdepreciationwas drivenby various
factors,includingthe spreadof Covid-19 globallyand the
consequentialrisein uncertaintyin worldmarkets,a flightto
safetyandtheaccompanyingriskaversiontowardsemerging
markets,dollarstrength,as wellasMoodyôsdowngradingof
SouthAfricaôscreditratingtosub-investment.

ÅThelargefiscalandmonetarystimulusprovidedbytheUnited
Statesauthoritiesover the courseof the year led to a
weakeningof the US dollar, supportinga subsequent
appreciationoftherandtoR15.00perUSDbyMarch2021.

ÅTheeurohasbeenrelativelymoreresilient,asreflectedbya
smallerappreciationof therandfroman averageof R20.38
pereuroinAugust2020toEUR/ZAR17.88inMarch2021.

ÅThefollowingtableillustratestheextentofappreciation(+)or

depreciation(-) of therandagainstselectcurrenciesoverthe

periodMarch2020toMarch2021*:

* Theabove% changesareall basedonmonthlyaverageexchangerates.

ÅOna trade-weightedbasis*,therandweakenedby 18% in
the first fourmonthsof 2020, but subsequentlyrecovered
significantground over the period to January 2021,
appreciatingby11.3%.

ÅRemovingtheeffectsof inflation,therealeffectiveexchange
rate(REER)recordeda smallerdepreciationof4.1%in2020
as the randappreciatedby 16.2% in real termsfromApril
2020.

* Basketof currencies: Euro (30.68% weight),US dollar
(10.56%),Chineserenminbi(24.53%),Japaneseyen(4.95%)
andtheIndianrupee(4.85%), amongothers.
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ï  Australian dollar : -10.8%

ï  Brazilian real : 27.6%

ï  British pound : -1.0%

ï  Chinese renminbi : 2.6%

ï  Eurozone euro : 2.9%

ï  Indian rupee : 8%

ï  Japanese yen : 12.1%

ï  US dollar : 10.7%



Balance of payments

Trade balance

Trade performance per sector

Gross Domestic Product

Å Conditions in the South African economy remain

unsatisfactory.

Å Therateof declinein consumerspendingdeterioratedto

5.8% in Q2 of 2009, its worst performancein almost25

years.

Å Factorscontributingto poorconsumerspendinginclude

:

ï Increasedjoblosses

ï Fallingrealdisposableincomes

ÅSouthAfricaôsbalanceof tradeimprovedconsiderablyduring

the secondhalf of 2020, resultingin the largestsurpluson

record,totalingR285billion,fortheyearasawhole.

ÅThe surpluson the tradeaccountwas,however,primarily

drivenby thedeclinein thevalueof importsgivenveryweak

demandconditionslocally,loweroil pricesand a relatively

strongerrand,whichreducedtheimportbill. Importsof motor

vehiclesalsoslowedmarkedlyas lockdownsaffectedglobal

automotivesupply chains, while domesticvehicle sales

plummeted.

ÅA recoveryin worlddemandforcommodities,especiallyfrom

China,supportedSouthAfricaôsminingexportsas the year

2020progressed.

ÅThestrongperformanceof thedomesticagriculturesectorin

2020 was reflectedin the significantlyhigher value of

agriculturalexports,especiallymaizeandfruit.
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Balance of payments (cont.)

Current account of the balance of payments 

Financial account of the balance of payments

Total reserves and import cover

19

ÅThestrongperformanceof the tradeaccountcontributedto
the currentaccountof the balanceof payments(BoP)
recordinga surplusof R108billionin 2020, comparedto a
deficitofR153billionin2019.

ÅTheincomeaccountoftheBoPcontinuedtorecordadeficitin
2020, althoughnarrowerat R94 billion(fromR143billionin
2019), as incomepaymentsto foreignersdeclinedlikelyon
thebackoflowerinterestanddividendpayments.

ÅThe numberof foreign tourist arrivals in South Africa
plummeteddue to the globalCovid-19 pandemicand the
accompanyingtravel restrictions. This contributedto the
overallservicesaccountrecordinga deficitof R39 billionin
2020, comparedtoR14billionin2019.

ÅNet transferpayments,which includetransfersto other
memberstatesof the SouthernAfricanCustomsUnion,
increasedtoR43billionin2020, fromR36billionin2019.

ÅTheoverallfinancialaccountof theBoPrecordeda deficitof

R132.7 billionin2020, a sharpturnaroundfromthesurplusof

R104.7 billionpostedin2019.

ÅDespitethechallengingenvironment,SouthAfricacontinued

to attractforeigndirectinvestment(FDI),whichtotaledR51.1

billionin2020. FDIinflowsamountingtoR74billionhadbeen

recordedin2019.

ÅGlobally,investorpreferencestendedtowardsperceivedsafe-

havenassetsduringthecourseof 2020, resultingin outflows

of portfolioinvestmentsfromseveralemergingmarketssuch

as SouthAfrica. Non-residentportfoliooutflowsfromlocal

marketsamountedtoR181billion,butthesewerepartlyoffset

by SouthAfricaninvestorsmovingtheir foreignportfolio

capitalbackto SouthAfrica,resultingin netportfoliooutflows

ofR80billionin2020.

ÅSouthAfricaôstotalreservesincreasedsharplyin randterms

in the firstquarterof 2020comparedto the finalquarterof

2019. Theimprovementwasmostlydrivenby a significantly

weakerrand vis-à-vis the US dollarwhile the gold price

movedhigher.

ÅOverthesecondandthirdquartersof 2020, theeffectof the

randôsprogressiveappreciationwaspartlyoffsetbya sturdy

goldprice,resultingin theoveralllevelof reservesremaining

fairlystableabovetheR900billionmark.

ÅThe improvementin the valueof SouthAfricaôsreserves

combinedwithsluggishimportsresultedin theimportcover

ratioimprovingfrom5.6 monthsat the endof 2019to 6.3

monthsbyQ42020.

Note: Seasonally adjusted and annualiseddata
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Balance of payments (cont.)

Composition of the export basket 

Imports per broad category 

Key export destinations

20

ÅTheglobaltradingenvironmentwasadverselyaffectedbythe
Covid-19 pandemicand related lockdownmeasures,
especiallyover the first half of 2020. A gradualliftingof
restrictionsin thesecondhalfof theyear,however,sawa
strongreboundinSAôsmerchandiseexports.

ÅFor the year as a whole,exportsincreasedby 7.5% in
nominalterms,underpinnedlargelybya 24%(orR112.5 bn)
riseinminingexports,particularlygold,platinumandironore.

ÅAgriculturalexportsroseby24.4%(+R17.3bn),boostedbya
strongincreaseincitrusandaccountedfor 6.3%ofexports.

ÅA worseningeconomicperformanceglobally,sawdemand
forSAôsmanufacturedexportsfallingby 5%, mainlydueto
sharplylowerexportsof motorvehicles,basicironandsteel
andpetroleumproducts.

ÅThe manufacturedexportbasketis highlyconcentrated,
dominatedbymotorvehicles(17.6%sharein2020); ironand
steel(9.5%) andbasicnon-ferrousmetalproducts(5.7%).

ÅImportswereadverselyaffectedby thedomesticeconomyôs
weaknessin2020, withdemandforcapitalgoods,consumer
itemsandrawmaterials(e.g. crudeoil)sharplylower.

ÅIn nominalvalues,merchandiseimportsdroppedby 11.8%
year-on-year,a declineof R149.8 billion. Keycontributorsto
thissharpdeclineincludedimportsof partsandaccessories
for motor vehicles; crude oil; motor vehicles; refined
petroleumproducts; aswellasaircraft.

ÅSouthAfricaôsimportbasketis dominatedby its demandfor
intermediategoods,which are used as inputs in local
manufacturingoperationsand/orassemblyplants. Motor
vehicleparts; componentsfor machineryand equipment;
basemetals; chemicalsand chemicalproducts; fabricated
metalproducts; woodandpaperproducts; aswellastextiles,
areamongthekeyimportsofintermediategoods.

ÅChina, which has been SouthAfricaôsleadingexport

destinationsince2009, claimedan 11.6% share(orR161.4

bn)oftheexportbasketin2020.

ÅSA exportsto Chinaaredominatedby miningandmineral

products. Exportsof iron ore to the worldôs2nd largest

economy amountedto R62 billion in 2020. These

represented60%ofSAôsoverallironoreexportslastyear.

ÅExportsto countriessuchas Germany,theUSandtheUK

aremorediversified,althoughalsobeingdominatedbyitems

suchas motorvehiclesandparts; platinumgroupmetals;

basicironandsteel; andagriculturalproducts. Indiaclaimed

a 3.6%shareofSAôsmerchandiseexportsin2020, withcoal

accountingfor61.7%.

ÅSAôsexportsto otherAfricancountriesfellby 6.2% (-R21.5

billion)in 2020, mainlydueto a dropin exportsof petroleum

products,basicironandsteel,aswellasmotorvehicles.
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Commodities

Commodity prices 

Gold and platinum

Brent crude oil

21

ÅCommoditymarketscameunderpressureatthestartof2020
astheCovid-19pandemictookholdinChina. Thisledto the
impositionof harsh containmentmeasuresin important
industrialregionsof the country,whichaffectedproduction
andinvestmentactivity. Asthecrisisspreadacrosstheworld,
commoditymarketscontinuedto facegenerallyunfavourable
conditions.

ÅA recoverywasobservedduringthesecondhalfof 2020as
restrictivemeasureswere graduallyeased and market
balancestightenedacrossvariousindustrialcommodities.
The up-trendcontinuedinto 2021, with commodityprices
sharplyhigherby the endof February,on a year-on-year
basis.

ÅRenewedoptimismregardingtheworldeconomyôsrecovery
prospects,as Covid-19 vaccinesare rolled-out in various
partsof the world,hasnot onlyliftedfinancialmarketsbut
alsohadpositivespill-overeffectsontocommoditymarkets.

ÅIn a worldeconomycharacterisedby considerableturmoil

andhighlevelsofuncertaintydueto theCovid-19pandemic,

goldreclaimeditsperceivedósafeôassetstatus. ByDecember

2020, the goldpricewas25.5% higheron a year-on-year

basis, averagingUSD1 861 /oz for the month. Some

moderationensuedatthestartof2021.

ÅDisruptionsto productionactivityand supplychains,as

lockdownmeasureswere imposedin partsof the world

duringthe first few monthsof 2020, affecteddemandfor

platinumandits price. A recoverywas,however,witnessed

laterin theyear. ByMarch2021, theplatinumpricewas56%

higheronayear-on-yearbasis.

ÅThepriceof Brentcrudeoil collapsedat thestartof 2020on

thebackof plummetingglobaldemand. AveragingUSD26.6

perbarrelin April2020, theoil pricehadfallento its lowest

levelinabouttwodecades.

ÅThesubsequentgradualreboundin globaleconomicactivity

andtheaccompanyingincreaseindemandforoil,alongwith

supplylimitationsimplementedby OPEC,led to a sharp

reversalin theoil pricefromMay2020onwards. By March

2021, thepriceof BrentcrudeaveragedalmostUSD66 per

barrel,or95%higheryear-on-year.

ÅAlthoughtherandstrengthenedoverthe12monthstoMarch

2021, itwasnotsufficienttocounterthesteepriseintheprice

of crudeoil in dollarterms. Therefore,in randterms,theoil

priceaveragedR989perbarrelin March2021, comparedto

R563perbarrelayearearlier.
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