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 HIGHLIGHTS. 

 

 Globally, consumers and businesses remain generally cautious, still tending to hold 

back on spending. Inventory levels are thus high in many goods producing sectors and most 

industrial commodity markets are in oversupply. Consequently, significant increases in 

investment activity are unlikely at this stage, constraining employment creation.   

 Unfavourable developments in commodity markets continue to affect the performance of 

many resource-reliant economies, particularly in the developing world. The IMF expects 

emerging markets and developing economies to grow by 4.7% per year, on average, over the 

period to 2020, lower than the 5% average annual growth recorded over the past five years. 

These economies now account for 58% of world GDP, up from 43% at the start of the 

millennium.     

 Fast-growing emerging markets have been supporting the world’s growth momentum, 

especially since the Great Recession. In the current environment, however, only a limited 

number of economies can play this role, resulting in little traction for increased global economic 

activity. 

 The commodity markets which are most important for South Africa’s own economic 

performance should see greater price stability over the medium-term. The pace of price 

recovery will be gradual in most cases, and only marginal in specific instances, such as iron 

ore, due to substantial oversupply. A notable exception is thermal coal, which is expected to 

continue facing depressed market conditions. 

 The short-term outlook for Sub-Saharan Africa is less favourable, as most commodity-

exporting economies are under pressure. Macroeconomic weaknesses have intensified in 

various countries, affecting investment activity and raising fiscal and external vulnerabilities. 

Concerns have thus arisen over debt sustainability, debt repayment and forex liquidity risks in 

some countries within the region. 

 A number of African economies that are relatively more diversified and less reliant on 

fuel and/or metal commodities are, nonetheless, expected to post robust growth. 

Furthermore, economic conditions in Sub-Saharan Africa are expected to improve from 2017 

onward as global demand recovers. 

 South Africa’s GDP contracted by 1.2% in the first quarter of 2016, due mainly to a sharp 

contraction in mining output. Most domestic mining segments are taking severe strain due to 

adverse developments in commodity markets and policy uncertainty. The harsh impact of the 

drought is still being reflected in lower agricultural output, while the value added by the energy 

and transport sectors also declined. 

 Fixed investment spending fell by 6% (q-o-q, annualised) in the first quarter of the year.  

A difficult operating environment has pushed business confidence to a multi-year low, resulting 

in a 6.8% contraction in capital expenditure by the private sector. Weak demand conditions 

locally and abroad have resulted in surplus production capacity, curtailing expansionary fixed 

investment activity in the short-term. 
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 Households are cutting down on spending, particularly where durable goods are 

concerned. Household consumption expenditure contracted by 1.3% in the first quarter of 2016 

and spending on durable goods was at its lowest in 4 years. South African consumers are 

battling with high levels of indebtedness, rising living costs, poor employment prospects and 

more difficult access to new credit. The short-term outlook thus remains largely unfavourable. 

 Increased pressure on corporate profitability provides reason for concern. Many 

businesses have seen their profit margins squeezed and have had to implement cost-cutting 

measures to secure their financial viability, including retrenchments. The mining sector is a 

particular case in point, with this report elaborating on the adverse trends it has been facing.   

 The three credit rating agencies have recently reaffirmed South Africa’s sovereign credit 

ratings.  These decisions should be seen as providing a very limited window of opportunity for 

the effective implementation of critical steps to restore business confidence and improve the 

economy’s performance.  

 Growth prospects remain largely unfavourable, particularly in the short-term.  2016 will be 

a very difficult year, but it may also mark the bottom of the current economic downturn as far as 

South Africa is concerned. The pace of expansion should gain traction gradually in subsequent 

years.   
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 GLOBAL ECONOMIC CONDITIONS. 

Many of the world’s economies are struggling to sustain their growth momentum. With consumers 

and businesses word-wide generally in a cautious mode, spending levels remain relatively muted. 

Inventories are consequently high in many producing sectors and oversupply conditions 

characterise most industrial commodities markets, preventing meaningful price recoveries from 

depressed levels. Such a state of affairs can hardly justify significant rates of increase in 

expansionary investment, in turn constraining employment growth.  

The International Monetary Fund is now forecasting world output growth at 3.2% for 2016. 

Advanced economies are projected to expand at a subdued pace of around 1.9% per year over the 

next five years, similar to the rate of 

growth recorded in 2015. Emerging 

markets and developing economies, 

in turn, may see growth averaging 

4.7% per annum over the period to 

2020. This would be an improvement 

on the 2015 and 2016 performances, 

but nonetheless lower than the 5% 

average annual growth recorded 

over the past five years.  Growth in 

Sub-Saharan Africa is forecast to 

gain momentum, from 3% in 2016 to 

5% by 2020. Adverse developments 

in commodity markets could, 

however, pose a risk to this growth 

outlook, especially in the short-term.  

Movements in commodity prices and changes in traded volumes influence the performance of a 

large number of economies around the globe. Much of China’s growth not long ago was based on 

large scale infrastructure investment domestically and a flood of manufactured exports to world 

markets. In response to the sharp 

increase in demand from China, 

producers of nearly all 

commodities increased their 

investments in new production 

capacity. The slowing of fixed 

investment growth in China in 

more recent years thus resulted in 

massive oversupply conditions, 

eventually leading to plummeting 

prices. The reluctance of major 

producers in various commodity 

markets to reduce output volumes, 

alongside US dollar strength, is 

preventing prices from rising 

significantly over the short-term.  
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 DEVELOPMENTS IN SELECT COMMODITY MARKETS. 

The outlook for most commodity markets in the medium-term is, however, somewhat more positive. 

Expectations are that conditions will improve gradually over the next three years, as illustrated in 

the following chart. Thermal coal is a possible exception, while the iron ore market is likely to 

experience only a marginal improvement.  

Long-term commodity cycle, and the current and expected positioning of various commodities in  
3-years’ time 

 

 

 

Platinum 

 

 Platinum prices have recovered from the lows recorded 

at the start of 2016. Lower production in South Africa 

and increased investment demand underpin 

expectations of a continued market deficit in 2016. 

 However, the level of non-ETF above ground stocks, 

estimated to be equivalent to around 11 months’ worth 

of demand, continues to keep a lid on platinum prices 

for some time. 

 Mine supply is anticipated to continue declining in the 

short-term as South African platinum mines (the largest 

producers globally) are, in general, only marginally 

profitable at current prices. Set against gradually 

improving demand, this would be price positive.  

Source: IDC R&I analysis, adapted from Macquarie Research graphic 
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            Gold 

 

 With the resumption of policy rate normalisation by the 

US Fed having been shifted to later in the year, if at all 

in 2016, such developments could be supportive of the 

gold price. 

 Jewellery demand for gold is expected to be dampened 

somewhat as Chinese and Indian consumers are 

expected to cut back on their spending on these items. 

Higher USD prices and weaker domestic currencies 

have resulted in comparatively higher jewellery prices. 

 The gold price is expected to record only marginal 

increases over the short-term as subdued investment 

and physical demand outweigh the anticipated 

contraction in gold supply.  

Iron ore 

 

 Iron ore prices increased sharply in March 2016 due to 

seasonal restocking by steel mills as well as more 

favourable Chinese credit conditions. However, large 

and increasing oversupply of iron ore globally resulted 

in prices subsequently retreating somewhat. 

 Low cost producers such as BHP Billiton and Vale are 

still investing in further production capacity despite the 

excess supply, while higher cost operations in China, 

Australia and Brazil recently started to close down. 

 The expected closure of up to 75 million tonnes of steel 

production capacity in China will dampen demand for 

iron ore, with the supply overhang expected to decline 

from 2017 onwards.  

 Continued supply expansions alongside relatively 

unchanged demand should keep iron ore prices 

suppressed throughout the outlook period. An 

increasing share of supply will come from very low cost 

producers. 

Coal 

 

 Falling Chinese demand for thermal coal has 

contributed to the sharp drop in prices and poor 

prospects for their recovery.  

 Approximately 4% of global thermal coal production 

was withdrawn over the course of 2015, as unprofitable 

mines were either idled or completely shut. 

 Thermal coal is not expected to register any significant 

price increases from current levels over the medium-

term, as the increasing shift away from coal-fired power 

stations is gaining momentum. Demand from India is 

expected to be sustained, but lower Chinese 

consumption should underpin the flat price outlook. 
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Oil 

 

 Sentiment improved in the oil market in the first half of 

2016 as notable supply disruptions in Libya, Canada, 

Nigeria and Venezuela resulted in around 4% of global 

supply in Q1 2016 becoming unavailable.  

 The price of crude consequently broke through the key 

psychological level of USD50 per barrel early in June. 

However, continued increases in output, especially from 

Iran, are providing a countering force.  

 Although some of the supply interrupted could return in 

the near-term, especially from Canada, continued 

violence in Nigeria and Libya may constrain the 

resumption of supplies. In addition, shale producers are 

still struggling at current prices, having reduced 

production in recent times. 

 The outlook for the oil price is marginally positive, with 

the inability of OPEC members to agree on production 

limits as the main negative influence on prices going 

forward, especially in the context of a subdued global 

economy. 

Sources: IDC analysis and forecasts, utilising data and/or analysis sourced from EIA, Bloomberg and Morgan Stanley. 

 
 
 

 DEVELOPMENTS IN SUB-SAHARAN AFRICA’S ECONOMIES. 

Notwithstanding the anticipated favourable medium growth prospects for the Sub-Saharan Africa 

(SSA) region, forecast by the IMF at an average of 3.8% per year over the period 2016-18, a 

number of countries are facing a particularly difficult short- to medium- term outlook due to 

macroeconomic vulnerabilities.  

With exports of fuels, ores and metals estimated to account for over 60% of SSA’s merchandise 

exports, the commodities’ downturn has impacted adversely on numerous resource-intensive 

African economies. This has in turn exerted tremendous pressure on their fiscal and external 

positions, while also derailing investment activity and curtailing overall economic performance.  

Fiscal positions have deteriorated noticeably in many African countries, largely due to sharply lower 

resource prices, continued capital expenditure and, in certain cases, poor fiscal discipline. 

Consequently, the majority of SSA countries are expected to post relatively high deficit-to-GDP 

ratios in the short-term. Commodity exporting countries, which derive large shares of their fiscal 

revenues from commodities, have been the most affected and remain the most vulnerable to 

unfavourable developments in commodities markets.  

Countries such as Angola, Congo, Nigeria, Guinea, Ghana, Mali, the Democratic Republic of the 

Congo (DRC) and Zambia are, among others, particularly vulnerable given the importance of oil 

and mining revenue in their fiscal accounts. Botswana’s susceptibility to commodity market swings, 

especially diamonds, has been partly mitigated by its fiscal prudence. Strong capital expenditure 



 

7 

 

Economic overview  

has pushed the deficit-GDP ratio upward in the case of Kenya, while Mozambique’s large fiscal 

deficit has been driven by the combination of low export earnings and reduction in foreign aid. 

 

Faced with strained fiscal positions, relatively narrow domestic tax bases and pressure to spend on 

various social projects and also to fund several infrastructure programmes, many governments 

increased their external borrowings. In many instances, they have tapped into non-concessional 

loans, gradually pushing up the external debt burden. The sharp depreciation of domestic 

currencies, in turn, raised the costs of servicing their hard currency-denominated debt at a time 

when foreign exchange receipts have declined.  

Such developments have raised concerns over debt sustainability, debt repayment and forex 

liquidity risks in some SSA countries. As indicated in the previous table, most countries are 

expected to register fiscal deficits in 2016.  In the case of Angola and Nigeria, which are dependent 

on oil for more than 90% of their export earnings and above 50% of their fiscal revenues, low oil 

prices have resulted in severe liquidity and fiscal constraints.  

Mozambique is facing serious fiscal and liquidity challenges. These arose due to weak export 

earnings amid low commodity prices, as well as a decline in foreign investment inflows.  However, 

the suspension of external budgetary support and aid, rising debt-servicing costs and a slowing 

economy have intensified an already precarious position, possibly undermining the country’s debt-

repayment capacity.  

While investment activity has been the major driver of growth in a number of countries in recent 

years, the momentum has generally slowed to a certain degree. Expectations of further declines in 
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investment activity are anticipated in some countries largely due to delays or the scaling down of 

resource-seeking foreign direct investments. This is underscored by weak commodity prices, lower 

business confidence levels and, in certain cases, uncertain domestic policies that are restricting 

private sector investment. However, for the less resource-intensive and low-income countries, 

continued investment in public infrastructure should support growth.   

The following chart illustrates the African countries (excluding those with a GDP of under 

USD5 billion) that are expected to register average annual economic growth of 4% and above over 

the three-year period to 2018. It also indicates their respective average investment-to-GDP ratios 

over the same period and the relative size of their economies in 2015 (indicated by the bubble size).  

 

As illustrated, a number of countries with relatively more diversified economies that are less reliant 

on exports of fuel and/or metal commodities are expected to register reasonably high growth rates. 

These include Côte d’Ivoire, Mozambique, Senegal, Tanzania, Rwanda, Niger, Ethiopia and Kenya, 

among others. However, Mozambique’s growth forecasts are likely to be significantly revised 

downward in light of current economic challenges. On balance, economic conditions in the region 

will remain challenging in the short-term, but a gradual improvement is anticipated from 2017 as 

global demand recovers. 

The impact of the low price commodity environment is reflected in the weaker growth expectations 

for most of the oil and metal commodity exporters, particularly those of Nigeria, Angola and Congo 

(Brazzaville). These countries are expected to record the lowest GDP growth rates in over a 

decade. Those that are highly dependent on oil revenues are generally experiencing foreign 

exchange constraints and in some cases imposing import restrictions. 
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 ECONOMIC DEVELOPMENTS IN SOUTH AFRICA. 

The South African economy contracted by 1.2%, on a quarter-on-quarter basis, in the opening three 

months of 2016. The sharp decline in mining output was the principal contributor to this negative 

performance, as the economy would have recorded marginal growth of 0.2% if mining were 

excluded from the calculation.  

On the expenditure side, fixed investment spending by the private sector contracted by 6.8% in the 

first quarter of the year, and capital expenditure by government fell by 11.9%. Public corporations, 

in turn, reported a 2.5% 

increase in fixed investment 

expenditure.  

The 1.3% drop in spending 

by South African households 

reflects the extent of 

financial stress. Although 

retail sales growth picked-up 

early in 2016, consumer 

spending on durable goods 

(e.g. motor vehicles, 

furniture) declined by 14.4% 

in the first quarter of the 

year.  

 

Considering the low levels of consumer confidence and weak demand for credit, consumption 

expenditure by households will most likely remain a drag on economic growth for the remainder of 

the year. Credit extended to households increased by only 2.3% (year-on-year) in April – the 

slowest pace in more than 21 years. Higher interest rates, rising living costs and poor employment 

prospects also underscore the tight control over spending by consumers in general.  

Despite a weaker rand, export volumes dropped sharply as global demand for commodities tumbled 

and conditions remained often unfavourable in key markets for manufactured exports. Motor vehicle 

exports were the glaring exception, having performed very well over the first five months of 2016.     

Subdued economic conditions locally, especially the substantial decline in fixed investment activity, 

were reflected in considerably lower import demand. In nominal value terms, imports of mining 

products (mainly crude oil) dropped by R3.7 billion to R25.4 billion in the first quarter of 2016, whilst 

the import bill for manufactured goods decreased by R7.4 billion to R237.7 billion. Illustrating the 

impact of drought conditions domestically, imports of agricultural products increased sharply 

(+55%) to R8.6 billion. 
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As previously stated, at the 

broad sector level the sharp 18% 

drop in mining output was the 

main cause of the economy’s 

poor performance in the first 

quarter of the year. Lower value 

added by the agriculture sector 

and, to a lesser extent, by the 

electricity and transport sectors 

also contributed. Weak growth 

rates were reported by all other 

sectors. The following section of 

this report delves deeper into the 

adverse set of conditions facing 

the domestic mining sector.   

 

Mining sector in distress 

Highly unfavourable circumstances in commodity markets are not yet conducive for higher mining 

output. The value added by the local mining sector contracted by 18% on a quarterly basis in the 

first three months of 2016, deducting 1.5 percentage points from overall GDP growth.   

With the exception of coal and gold, all other mining sub-sectors recorded lower output levels. The 

steepest declines were reported by the copper and diamond mining segments, but the output 

volumes of platinum group metals (PGMs) and iron ore also fell substantially for the period January 

to March. Mining production rebounded strongly in April, on a month-on-month basis, mainly 

supported by higher output of PGMs, coal and chrome. 

South Africa’s mining exports 

have dropped continuously in 

nominal value terms since mid-

2015, largely due to weak global 

demand and substantially lower 

prices. Export volumes fell in 

2015 in certain instances (e.g. 

gold, diamonds), while subdued 

growth was recorded for other 

commodities (e.g. iron ore, coal). 

In contrast, PGM export volumes 

rebounded by 27% in 2015, with 

base effects at play.  

The first two months of 2016 saw 

sharp declines in export volumes 

of iron ore (-22.5% y-o-y); chrome (-33.4%) and coal (-9.8%), whereas PGMs and gold have 

recorded higher export volumes (+5.9% and +7.3%, respectively). 
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South African commodities price index performance

SA commodities index (rand terms)

SA commodities index, excl gold (rand terms)

SA commodities index (dollar terms)

SA commodities index, excl gold (dollar terms)

Source: IDC, compiled using Bloomberg and StatsSA data

SA commodity basket weights:  Coal (31%); Gold (25%); 
PGMs (22%); Iron ore (17%); Aluminium (3%); Copper (2%)

Change since 
Jan 2014

–0.3%

–11.0%

–28.3%
–36.1%

month to 
10 June 2016

Commodity prices have trended sharply 

lower since the start of 2014, impacting 

negatively on the revenues of the local 

mining sector. The South African 

commodities price index (refer to the 

box in the adjacent chart) fell by 28.3% 

in US dollar terms since January 2014.  

A weaker rand softened the blow for 

domestic miners, especially towards the 

end of 2015, with the commodities price 

index in rand terms being only 0.3% 

lower than in January 2014.  

However, this was largely sustained by 

the recovery in the gold price in recent 

months. The SA commodities price 

index in fact dropped by 11% over the 

above mentioned period if gold is 

excluded.  

Furthermore, the index was composed 

using current prices, meaning that the 

price declines were significantly larger 

in real terms. This impacted negatively 

on the profitability of local mining 

companies, compromising the viability 

of certain operations.   

The difficult environment facing global mining companies is elaborated upon in PwC’s Mine 2016 

report. In 2015, the world’s Top 40 global mining companies recorded a net loss as a group for the 

first time on record, states the report, while their collective return on capital employed was also at its 

lowest. Furthermore, the Top 40 also recorded a steep 37% drop in their combined market 

capitalisation. Total impairments amounted to USD53 billion in 2015, equivalent to 32% of the entire 

capital expenditure over the past five years. 

The experience of South African mining companies corroborates the negative trends reported in the 

PWC report. The 20 largest mining companies listed on the Johannesburg Securities Exchange, as 

represented by the Resi20 index, have collectively recorded losses since the second quarter of 

2015 (refer to the following table). However, the platinum and gold miners started reporting losses 

much earlier – already in Q4 2012 in the case of listed platinum mining companies and as early as 

Q2 2013 where gold miners are concerned.  

The return on assets employed by the companies included in the Resi20 has been at very low 

levels since Q4 2012, and has been in negative territory since Q2 2015. As losses mounted, overall 
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South Africa’s mining sector is facing substantially higher 

input costs:

• Remuneration per worker:  + 11.0% (Q4 2015, y-o-y)

• Electricity:                           + 12.2% (April 2016, y-o-y)

• Water: + 12.5% (April 2016, y-o-y)

• Overall PPI: + 7.0% (April 2016, y-o-y)

debt levels rose as a percentage of total assets, having nearly doubled since the opening quarter of 

2012. 

 

The increasing pressure on corporate profitability in recent years is evidenced by the negative rates 

of growth in the gross operating surplus (a proxy for corporate profits) of the mining sector since Q2 

2014, and since Q1 2015 in the 

case of manufacturing.  

Growth in labour remuneration has, 

in turn, been fairly strong, exceeding 

the rate of inflation to a significant 

degree. Consequently, employee 

compensation has been claiming an 

increasing share of overall value 

added. Higher electricity and water 

tariffs, as well as rising prices of 

imported capital goods, among 

others, are also placing 

considerable upward pressure on 

operating costs in the mining sector.  

With their financial viability under 

threat, local mining companies have 

taken several steps to lower their 

cost structures, including 

widespread retrenchments, as well 

as to improve operational 

efficiencies.   

Resi 20 Gold Platinum Resi 20 Gold Platinum Resi 20 Gold Platinum Resi 20 Gold Platinum

Q1 2012 23.3 26.6 15.8 13.3 12.2 6.9 15.9 14.9 4.4 5 921 017 666 621 702 784

Q2 2012 17.1 27.2 9.6 9.0 11.8 3.6 17.2 17.9 6.8 5 980 008 700 491 601 999

Q3 2012 16.3 24.4 2.1 8.4 10.1 0.8 17.6 19.8 8.4 6 231 721 708 818 571 519

Q4 2012 6.8 16.0 -8.1 3.1 6.7 -3.0 20.6 19.2 10.3 6 380 376 701 918 511 180

Q1 2013 6.9 16.0 -9.0 3.2 6.8 -3.3 20.9 19.6 10.5 6 624 693 712 979 506 415

Q2 2013 3.8 -9.9 -5.9 1.9 -4.7 -2.1 22.1 26.2 8.6 6 958 896 722 432 560 595

Q3 2013 3.3 -13.5 1.0 1.7 -6.0 0.4 22.3 27.4 8.7 6 868 859 714 301 576 004

Q4 2013 6.0 -22.7 3.0 2.8 -10.4 1.2 23.2 28.3 8.1 7 621 105 706 524 623 374

Q1 2014 5.2 -27.5 -0.6 2.6 -12.5 -0.2 23.1 26.9 11.0 7 437 318 708 846 643 172

Q2 2014 8.8 -6.2 -2.3 4.2 -3.1 -0.9 23.1 26.8 11.0 8 790 108 707 933 637 913

Q3 2014 8.8 -6.0 -3.5 4.2 -2.9 -1.2 23.2 27.1 9.7 8 771 711 704 326 649 484

Q4 2014 5.4 -0.8 -5.6 2.4 -0.4 -2.0 23.2 28.6 9.1 8 813 093 786 343 679 227

Q1 2015 2.3 -1.6 -4.0 0.9 -0.8 -1.3 24.8 29.2 10.1 9 765 021 791 688 690 849

Q2 2015 -11.9 -4.0 -3.6 -4.4 -2.0 -1.2 27.6 30.2 9.5 7 869 643 817 326 688 193

Q3 2015 -12.2 -5.6 -38.5 -4.5 -2.6 -15.5 27.3 28.6 13.0 8 527 055 848 821 864 886

Q4 2015 -11.4 -6.2 -87.4 -4.4 -3.1 -33.1 29.9 29.3 16.3 7 198 960 806 977 792 995

Q1 2016 -10.9 -6.2 -51.9 -4.3 -3.0 -20.2 30.3 29.3 8.8 6 361 381 777 535 968 371

Source: IDC, compiled using Bloomberg data

Sales per employee (R)

Financial analysis of South African listed mining companies

Profit margin (%) Return on assets (%) Ratio of total debt : total assets
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Employment levels in the domestic mining sector declined by more than 73 000 jobs from the 

recent peak in July 2012 to December 2015. The severe contraction is evident across its key sub-

sectors such as gold mining (-27 238 jobs); PGMs mining (-24 604); coal mining (-11 129); and iron 

ore mining (-5 528). 

 

 

 

 

 

For example, the mining sector at large has seen its workforce declining by 13.7% over the 

mentioned period, whereas the gold sector has recorded a 19% decline, whilst the largest decline 

was the 23% within the iron ore mining segment. 

 

 

South Africa’s sovereign credit ratings still at risk 

The three credit rating agencies have all affirmed SA’s sovereign credit ratings (foreign currency):  

 Moody’s (6 May 2016): Baa2 with a negative outlook; 

 Standard & Poor’s (3 June 2016): BBB- with a negative outlook; 

 Fitch (8 June 2016):  BBB- with a stable outlook.  

These decisions have been welcomed by the market, with positive effects on the ZAR exchange 

rate, credit default swap (CDS) spreads and South African bonds.  

However, the five-year sovereign CDS is still pricing in a significant probability of one or more of the 

three rating agencies downgrading South Africa in the near-term. Much will depend on the 

economy’s growth performance, with the GDP data for Q1 2016 providing reason for major 

concern, and the extent to which National Treasury achieves its fiscal metrics, especially with 

respect to tax collections, actual spending and debt containment. Concerns were also raised over 

developments on the political front.  

The ratings agencies did, however, mention that they expect the South African economy to 

gradually move to a higher growth momentum, partly underpinned by a more competitive exchange 

rate. 

South Africa’s economic performance relative to a select number of peer countries is reflected in 

the following charts. A weak rate of economic expansion (0.4%) is expected for South Africa in 

2016, lying towards the lower end of the rankings, whereas GDP per capita is forecast to remain 

virtually unchanged. Nonetheless, the country’s growth prospects are set to improve, albeit 

gradually, with average GDP growth of 2% per annum over the period 2016 to 2020. 

July 2012 
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Considering the fiscal challenges faced at present, an adverse shock could threaten National 

Treasury’s sustainability plans. Although the ratio of government debt to GDP is forecast to stabilise 

over the next couple of years, a lower than anticipated economic growth performance could affect 

revenue collection, potentially worsening the fiscal metrics. 

Despite a welcomed improvement in the current account deficit-to-GDP ratio to 4.3% in 2015 (5% in 

first quarter of 2016), from 5.4% in 2014, South Africa’s balance of payments is likely to remain 

under pressure in the short- to medium-term.  Compared to peer economies, South Africa is 

expected to record the worst deficit-to-GDP ratio over the next three years, as its manufacturing 

sector generally struggles to increase export volumes meaningfully, while prospects for commodity 

exports remain poor due to lower demand from China. 

    

Department of Research and Information 

15 June 2016  


