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SOUTH AFRICA – Macroeconomic Overview 
 

2020, a year that will remain in the history books for centuries to come. Last year was dominated 

by global lockdowns and restrictions on manufacturing and global trade as a result of the COVID-

19 pandemic. South Africa had been hit severely by these lockdowns and restrictions, evident in 

the substantial contraction of Gross Domestic Product (GDP). This is the key economic indicator 

that reflects the severe damages caused by the pandemic. 

GDP – The biggest economic downturn in a century  
 

The South African economy plummeted by -7,0% in 2020. Taking a closer look at the history of 

the South African economy, this has been the largest annual decrease in over a century. The 

second biggest decrease in economic activity was -2,1% in 1992 as South Africa had been battling 

with a recession at the time. The 2008/9 global financial crisis saw the South African economy 

contract by -1,5% in 2009.  

The South African economy was already in a severe recession before the pandemic which caused 

the effects of the pandemic to be felt over a broad range of industries in the economy. Meaning 

that we have lost at least 1,4 Million job opportunities and the closing of thousands of businesses 

across the country. 

The primary and secondary sectors (mining, manufacturing, construction and transport) were the 

sectors who were hit the hardest by the pandemic, as major disruptions to global supply chains 

severely damaged these highly export-orientated sectors. 

The latest Reuters consensus forecast (published 18 March 2021) shows us that an economic 

growth rate of 3,6% is forecasted for 2021 and 2,1% during both 2022 and 2023. This implies 

that the economy will take at least four years to recover to pre-pandemic levels of output. 

Unemployment 
 

Unemployment has reached unbearable levels as a result of the pandemic, with total 

unemployment at a record 32,5% and youth unemployment (15 – 24yr) at 63,1% at the end of 

2020. Given such a slow recovery there is low optimism of a noteworthy turnaround in the near 

future. As the financial conditions for the South African economy is vastly deteriorating, more 

people ae forced to enter the labour market in order to make ends meet. Thus, while we are seeing 

some form of employment during the last two quarters of 2020, it is blundered by the number of 

participants entering the labour market, which further increases the unemployment rate. 

 



 

Budget 
 

Finance Minister Tito Mboweni presented arguably the most important budget speech in the 

history of South Africa earlier in 2021. The main concerns were tax increases (a fiscal tool used 

by policy makers to aid fiscal consolidation) and reduced expenditure to support the Debt 

sunken economy. 

The budget contained various measures to combat the above-mentioned issues, in particular a 

proposed R300bn public service wage bill cut over the next three years in order to aid in the 

struggle that government faces with regards to the mounting debt that the nation faces as well 

as assisting in the funding for the nation-wide vaccination programme. More than R10 bn has 

been allocated to the vaccine programme which aims to be rolled out over the next two years. 

Corporate income tax has been lowered to 27% (previously 28%) effective from 1 April 2022. 

Excise duties on alcohol and tobacco products were increased by 8%. 

Treasury is expecting to collect R1,21Tn in tax revenue during 2020/21, roughly R200mn less 

than budgeted. The largest tax shortfall in the history of South Africa.  

Although optimistic with regards to the national budget, rating agencies do not share the same 

optimism as they still remain wary of key fiscal issues such as public wage spending. This 

remains one of the key fiscal problems that South Africa faces and is also one of the issues that 

finance minister Tito Mboweni failed to clarify. There was however mentioned that ministers are 

working with their partners in organised labour to reach a fair public-sector compensation 

dispensation when negotiations on a multi-year wage settlement will commence later in 2021. 

State Owned Enterprises (SOEs) 
 

Ongoing electricity supply constraints resulting in prolonged periods of load shedding is one of 

the main concerns South Africa faces as it aims to recover from the pandemic. High hopes are the 

best way to describe the availability of electricity for the near future as Eskom have recently been 

indicating that the economy should prepare for at least five more years of frequent load shedding. 

The biggest elephant is the going-concern of state-owned enterprises (SOEs). The financial 

difficulty that SOEs face have been concerning for a number of years. However, Auditor-General 

Tsakani Maluleke has published the national and provincial government audits for 2019/2020 

that provides an overview of government spending and points of concern over the audited period. 

Maluleke stated her concerns that a number of SOEs are facing dire financial difficulty and that 

a few failed to submit financial statements for auditing. Many SOEs disclosed their uncertainty in 

their financial statements on whether they will be able to continue for the foreseeable future. 

These include Eskom, The Road Accident Fund and SANRAL to name a few.  

As we know the above-mentioned is nothing new. SOEs will be able to continue with their 

economic activities by obtaining funding (loans, grants and overdrafts), reprioritising projects, 

delaying creditor payments and by cutting costs. However, these are all very negative indicators 

that do force us to ask the question of whether these SOEs are financially viable for the longer-

term health of our economy and fiscal balance.  

 

 

 



KEY ECONOMIC INDICATORS – Domestic Economy 
 

Gross Domestic Product (GDP %) –   Industry growth in 2020 

 

Source: Statistics SA 

Eight out of the ten sectors of the economy contracted in 

2020, driven by the global impact of the COVID-19 

pandemic on economic activity. 

Agriculture, the only industry to experience real growth 

during 2020, had managed to avoid the devastating effects 

of the pandemic felt by most other industries and was 

consequently able to expand their economic activity by 

13,1% in 2020. Government services marginally grew by 

0,7% in 2020. 

Every other industry experienced significant damage 

driven by the pandemic. The most concerning is the 

construction industry, that had already been in a deep 

recession given three consecutive years of negative growth 

before the pandemic. The hard lockdown measures placed 

globally and the total shutdown of the global economy 

caused the construction industry to contract by -20,3%.  

As reported by Statistics SA, the most notable contributing 

factor to the decrease in Transport and Communication 

was the sharp decline in air travel as well as rail and road 

freight operations that had been abruptly halted by the 

restrictions placed on production and the movements of 

goods during most of the second quarter of 2020. 

The restrictions on economic activity imposed during the 

second quarter of 2020 had similar effects across the other 

industries of South Africa. However, as some of the 

restrictions on the movement of goods were lifted, the 

global economy made a rapid recovery during the third and fourth quarter of 2020.  

Although we are seeing double digit growth levels during the early phases of the recovery phase, 

there are still dire times ahead for most industries in South Africa. To put the scale of such an 

economic downturn in to perspective we have to adjust GDP for inflation and arrive at the 

conclusion that the South African economy is currently at 2012 output levels.  
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Inflation (CPI %) – Headline CPI (2020: Q4 % YoY) 

 
Source: Statistics SA 

Inflation for 2020 was the lowest in 16 years as the economy had been severely damaged by the 

pandemic as the annual inflation rate was 3,3% for 2020. The late increase in inflation for 2020 

was mainly attributable to the food and non-alcoholic beverages category with an annual rise of 

6%. 

Three food groups have recorded above average annual price increases. Meat prices rose by 7,3%, 

the oils and fats category climbed by 10,2% and inflation in sugar, sweets and dessert products 

showed an annual rise of 8,4%. 

The main concern for consumer is global oil prices that have been rising by the day as global 

vaccines are rolled out, which eases lockdown restrictions and consequently increases the demand 

for oil as more people and goods start to use transport again. As global vaccines are further rolled 

out, the oil prices will inevitably increase with it. 

Unemployment Rate (%) – As measured by the narrow definition  

 

Source: Statistics SA 

South Africa’s unemployment rate grew to a record level of 32,5% (7,2 Million unemployed) during 

2020. Even though we saw signs of recovery during the final two quarters of 2020, as measured 
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by GDP, we saw minor job gains during these two quarters which does not show optimistic signs 

for recovery within the local labour market. 

The Quarterly Labour Force Survey (QLFS) released by Stats SA indicates that the increasing 

unemployment rate for the last quarter of 2020 was attributable to more participants joining the 

labour force. South Africa measures its unemployment according to the narrow definition – 

excludes those discouraged from seeking work. If we look at the expanded definition of 

unemployment, which includes those discouraged from seeking word, the unemployment level is 

sitting at 42,6% at the end of 2020. 

This means that while we are seeing more people being employed, it is outweighed by the 

increasing number of participants joining the labour force but not able to find a job.  

SACCI South Africa Business Confidence Index

 
Source: Bloomberg 

The South African Business Confidence Index (BCI) reflects the South African business climate 

and how businesses react to and view the future of the economic environment. 

Annual business confidence in 2020 was lower than levels seen during the apartheid economic 

sanctions. The annual average for 2020 was at its lowest level ever at 86,5 points compared to the 

1985 average of 91,5.  

SACCI stated that the lower inflation along with low interest rates helped lift the BCI during the 

last two quarters of 2020 despite the lifting of adjusted lockdown Level 3 during late December, 

to combat the outbreak of a second wave. 

The main risks in terms of business climate are the exchange rate compared to other fiat 

currencies, staggering levels of national debt and retail trade volumes for the short to medium 

term. 
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Key Rates – Local Interest Rates 

 
Source: South African Reserve Bank 

The South African Reserve Bank (SARB) voted to keep the benchmark repo rate unchanged at the 

current record low of 3,5% in order to aid the country in its recovery. Governor Kganyago stated 

that the rate of the local economic recovery mainly depends on the pace of vaccination and the 

possibility of a third wave, which could pose further restrictions on economic recovery in the near 

term. 

Taking in to account the SARB’s inflation targeting regime of inflation levels between 3-6% the 

reserve bank stated that it sees two interest rate hikes of 25bps each during the second and fourth 

quarter of 2021 in order to remain within their inflation target. 

 

DOMESTIC EQUITY MARKET – JSE 

 
Source: Bloomberg 

The JSE has been the corner stone of long-term wealth and retirement planning for most South 

Africans. A study conducted by Swiss bank, Credit Suisse, has shown that apart from Australia 

and the US, the JSE was the best place to put your money for up to a 100-year period up until 

2010/11. This has not been the case over the past 10 years as we have seen the abolishment of 

real returns (against inflation) and relative returns compared to foreign markets. 

Over the past 10 years the JSE returns have been declining and over the past five years, have 

turned negative. Meaning that the companies that comprise the JSE Index have in fact been losing 

market value over the past 10 years. Also, we have to look at the contribution of the global media 

and internet company Naspers, which became too big for the JSE (22% of the JSE at its peak). If 

we disregard the performance of Naspers it is shocking how little Mid- and small cap companies 

have turned a profit for their shareholders over the stated period.  

If the economy decreased by at least 7% during 2020, surely the local stock market should follow 

suit. This has not only been false in South Africa but around the globe as some stock markets 

(including the JSE) have managed to recover at the fastest ever pace (roughly 8 months) from 

arguably one of the biggest global economic recessions we have ever seen. 

The explanation? Central banks, who have been providing record breaking monetary support, 

allowing markets to reach all time high levels despite poor economic conditions. Thus, an in flux 

of newly provided stimulus has been the main contributing factor for the divergence between the 

stock market and the economy. 

Bearing the abovementioned in mind, a well-diversified portfolio, which capitalises on assets that 

have the ability to further withstand depressed economic conditions and those who are well 

positioned to benefit from a global economic recovery once underway. 

 

 

2017 2018 2019 2020 2021

Repo Rate (%) 7,00 6,50 6,75 6,25 3,50

Prime Rate (%) 10,50 10,00 10,25 7,00 7,00

3-Month Deposit rate (%) 7,15 7,10 6,65 3,33 3,68

Close (ZAR) YTD % 1 Year Return 52-week range

FTSE/JSE Africa ALSI 67 293,30 13,27 48,27 46 376,33 - 69 403,75

FTSE/JSE Africa Top 40 61 592,98 13,22 47,99 42 492,24 - 63 969,70



GLOBAL ECONOMY 
 

G10 Countries’ Exchange Rates 
The COVID-19 pandemic has paved the way 

for 2020 to be in the history books for decades 

to come. The global economy has slipped into 

a recession, arguably almost as devastating as 

the Great Depression. With unemployment on 

the rise and the global economy strangled by 

extraordinary levels of debt, the economic 

growth will inevitably be slowed as more 

countries will struggle to manage their fiscal 

positions after the pandemic. 

The IMF is expecting a stronger than 

previously expected economic recovery as 

COVID-19 vaccine distributions increase 

globally. A simple statement with a 

considerable number of challenges to consider 

given the uneven distribution of vaccines and 

the rates of administering the vaccines across the world. The IMF revised the world economic 

growth to 6%, previously 5,5% in January 2021. Citing that although there is still a lot of 

uncertainty regarding the pandemic, a recovery out of the crisis is becoming increasingly visible.  

Although GDP growth in itself is important, there is often little light shed on key economic 

indicators such as GDP per capita, adjusted for inflation (as the population increases) and 

unemployment which will be one of the main concerns of the recovery as young workers and those 

with lower skills will be more affected across the globe. In a country such as South Africa, with 

record high unemployment levels it will be extremely difficult to avoid the widening of income 

inequality as there is not a lot of room left for public investment given unprecedented levels of 

sovereign debt.  

G10 Countries’ Key Economic Indicators

 
Source: Bloomberg  

 

Countries

Value Date Value Date Value Date Value Date

United States -2,30% 12/20 0,25% 12/20 1,40% 12/20 6,90% 12/20

Eurozone -4,80% 12/20 0,00% 12/20 0,90% 12/20 8,10% 12/20

Japan -1,40% 12/20 -0,10% 12/20 -0,06% 12/20 2,34% 12/20

United Kingdom -6,50% 12/20 0,10% 12/20 0,90% 12/20 4,90% 12/20

Canada -7,14% 12/20 0,25% 12/20 0,62% 12/20 9,75% 12/20

Australia -4,16% 12/20 0,10% 12/20 0,75% 12/20 6,20% 12/20

New Zealand -0,90% 12/20 0,25% 12/20 1,40% 12/20 4,01% 12/20

Switzerland -5,30% 12/20 -0,75% 12/20 -0,77% 12/20 4,85% 12/20

Denmark -3,70% 12/20 0,05% 12/20 0,40% 12/20 4,40% 12/20

Norway -1,10% 12/20 0,00% 12/20 1,40% 12/20 3,31% 12/20

Sweden -2,10% 12/20 0,00% 12/20 0,82% 12/20 8,60% 12/20

Real GDP grow th YoY Interest rate CPI YoY Unemployment

Ticker Apr '21 YTD % 52-w eek range

EUR/USD 1,1883 -2,82 1,0727 - 1,2349

GBP/USD 1,3761 0,48 1,2076 - 1,4237

USD/JPY 109,04 6,01 102,59 - 110,97

AUD/USD 0,7641 -0,99 0,6116 - 0,8007

NZD/USD 0,705 -2,21 0,5911 - 0,7465

USD/CAD 1,259 -0,86 1,2365 - 1,4265

USD/CHF 0,9266 4,78 0,8758 - 0,9803

USD/NOK 8,4814 -1,26 8,3151 - 10,8108

USD/SEK 8,5738 4,41 8,1253 - 10,1359

Ticker Apr '21 YTD % 52-w eek range

USD/ZAR 14,5091 -1,10 14,3966 - 19,1871

GBP/ZAR 19,9848 -0,52 19,4327 - 23,7119

EUR/ZAR 17,2568 -3,92 17,1251 - 20,9293



COMMODITIES 

 
Source: Bloomberg 

Brent Crude Oil 
During April 2020 the financial world had been shocked by a phenomenon never seen before, 

negative oil futures prices. As the pandemic caused a global economic shutdown, oil storage 

around the world was filling up at an enormous speed, this in itself was not a surprise, as there 

was little to no demand for oil. 

However, as the expiry for the May futures contract arrived, there was so little storage capacity 

left that the contracts reached a point, not of zero (essentially no value) but to a point where you 

would actually pay someone to take the oil that will be delivered off your hands.  

Trading had been frozen by various brokerages as oil futures prices wend negative, evidence that 

key market participants and stakeholders did not even have negative futures prices within their 

framework.  

However, since more clarity with regards to COVID-19 arose, global demand started to pick up 

during mid-2020, which means that cars had to be driven, cargo transported and air travel started 

to pick up. This trajectory remains the same going forward as vaccine rollouts continue and global 

demand further strengthens as global lockdown restrictions are lifted. 

Gold 
Safe-haven asset classes have proven to provide a hedge against the volatility that came about 

following the COVID-19 pandemic. Gold reached an all-time high ($2047) during mid-2020. 

However, the safe-haven, lower volatility asset classes also experienced their fair share of volatility 

during 2020. 

As we know, risk-on (Equity) and risk-off (Gold, Bonds etc.) asset classes are inversely correlated, 

which means that as soon as global monetary stimulus commenced along with fresh risk appetite, 

as the majority of riskier assets provided great upside potential given the severe over-reaction on 

their prices, the shift from risk-off to risk-on abruptly came about. This saw some of the biggest 

equities rally to all-time highs and consequently caused the price of safe-haven assets, such as 

gold, to deteriorate as they provide no underlying return and the stimulus inhabited environment 

provided a favourable case for shifting value to riskier assets. 

As global demand recovers, the path should remain the same for riskier and safe haven assets, 

as the economic recovery is not fully underway yet. Global vaccination rollouts and the easing of 

lockdown restrictions will inevitably increase demand and economic output in the foreseeable 

future. 
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Gold ($/oz) Brent Crude Oil ($/barrel)

Price 1 752,26 59,28

52-week range 1 640,90 - 2 075,47 34,58 - 65,85

YTD (%) -8,16% 61,14%
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