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Economic overview 

Highlights 

• The world economy is still on track to post above-trend growth in 2022. However, a 

more moderate 4.4% rate of expansion is now forecast for the current year, down from 

the 4.9% projected by the International Monetary Fund (IMF) last October. Lower 

growth forecasts for the world’s two largest economies, the United States and China, 

largely underpin this downward revision. 

• Several concerning developments recently raised uncertainty levels and dented global 

optimism to some degree. These include the spread of the Omicron variant of Covid-

19; continued disruptions in global supply chains; persistently higher inflation and 

expectations of more aggressive monetary policy tightening by major central banks; 

downward pressure on commodity prices; and escalating geopolitical risks.  

• On the positive side, the easing or imminent removal of Covid-related restrictions in 

an increasing number of countries on the back of high vaccination rates, the 

significantly milder health effects of the now predominant Omicron variant, and the 

possibility that the virus is on its way to becoming endemic, is likely to lead to a 

progressive normalisation of economic activity and higher rates of economic 

expansion. 

• Despite a growth moderation in recent months, world trade volumes are estimated to 

have risen at a robust pace of 9.3% in 2021, but the pace may slow to 6% in 2022.  

Manufacturing activity globally is still expanding but certain headwinds persist, such 

as input supply shortages, rising costs and transportation challenges. Manufacturers 

generally expect output to be higher over the next 12 months and that challenges such 

as supply-chain bottlenecks and the Covid pandemic will subside. 

• The rapid deterioration of the geopolitical environment and the concomitantly 

increased risks for global and/or regional supply/value chains are weighing on the 

near-term outlook for industrial commodity markets. Industrial commodities that 

remain in relative surplus, including platinum and raw materials associated to the steel 

value chain, could endure higher price volatility in the months ahead. 

• Economic growth in Sub-Saharan Africa is projected to remain relatively firm at 3.7% 

and 4.0% in 2022 and 2023, respectively. Although the key contributors to growth will 

vary from country to country, improving domestic demand and relatively buoyant 

conditions in commodity markets should underpin this performance. However, 

vulnerabilities persist in the face of significant risks both domestically and externally. 

Among the internal risk factors are fiscal and debt sustainability concerns in various 

economies, generally very low rates of vaccination against Covid-19, as well as political 

instability and insecurity in a number of countries.  

• In South Africa, the decline in real GDP witnessed in the third quarter of 2021 (-1.5% 

quarter-on-quarter) dragged down the economy’s performance for the year as a 

whole. However, a likely rebound in the fourth quarter, with retail trade sales recording 

a solid performance and manufacturing production also exhibiting a significant 

recovery, may have taken economic growth in 2021 to an estimated 4.9%. 

• Fixed investment has remained at very low levels, affected by unfavourable operating 

and domestic trading conditions that have been denting business and investor 

confidence. Weak investment spending on machinery and equipment over the past 

couple of years is particularly concerning as it indicates that enterprises may not be 

investing sufficiently on maintenance and competitiveness improving technology 

upgrades. 

World economic 

growth: 

 

+5.9% in 2021 (e) 

+4.4% in 2022 (f) 

+3.8% in 2023 (f) 

 

(IMF)  

 South Africa’s sectoral 

GDP performance in 

Q3 2021 (q-o-q): 
 

Agriculture: -13.9% 

    Manufacturing: -4.2% 

     Mining: -0.9% 

(Stats SA)  

Sub-Saharan Africa’s 

economic growth: 
 

2021 = 4.0% (e) 

2022 = 3.7% (f) 

2023 = 4.0% (f) 

 

(IMF) 

 

Growth in world 

trade volumes:  
 

2021 = 9.3% (e) 

2022 = 6.0% (f) 

 

(IMF) 
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• Subdued growth over a prolonged period has reduced the labour-absorption capacity 

of the domestic economy. The crisis induced by the Covid-19 pandemic aggravated 

the situation, with the economy unable to provide sufficient employment 

opportunities for new entrants into the labour market. The unemployment rate 

reached an all-time high of 34.9% in the third quarter of 2021, with more than 7.6 

million people unable to find a job. 

• South Africa benefitted substantially from the robust global economic recovery in 

2021. The steep rise in world trade volumes lifted demand for a wide variety of goods, 

extending well beyond mining and mineral products. Total merchandise exports 

increased by 30.3% in nominal value terms in 2021, with exports of mining products 

rising by 48.8% to R868.2 billion and manufactured exports increasing by 17.1% to 

R813.0 billion. The trade surplus widened to a record high of R438 billion. 

• Consumer inflation increased to 5.9% by December 2021, the highest in almost 5 years. 

A steep rise in fuel prices along with higher food and electricity costs underpinned the 

rising inflation trajectory. In an effort to anchor inflation expectations, the Monetary 

Policy Committee raised the repo rate by 25 basis points at each of its November 2021 

and January 2022 meetings to 4.0% at present. The repo rate is projected to increase 

by an additional 75 basis points over the remainder of the year.     

• The South African economy is expected to remain on a steady recovery path, although 

a substantial growth moderation is projected for 2022 (+2.2%). A modest uptick in real 

GDP growth is anticipated towards the latter part of the outlook horizon, with an 

average annual expansion rate of 2.3% forecast for the period 2022 to 2026.  

• Growth in household consumption expenditure is anticipated to remain modest in the 

short- to medium-term as several constraining factors continue to affect the consumer 

environment. A recovery in private sector fixed investment is anticipated during the 

outlook period, initially dominated by capital spending on maintenance and 

technology upgrades, but subsequently also of an expansionary nature as existing 

production capacity is increasingly utilised across several industries and new 

investment opportunities emerge.  

• In his State of the Nation Address delivered on 10 February 2022, President Cyril 

Ramaphosa emphasised the imperative of a social compact to sustain the economy’s 

recovery momentum, address current constraints and raise the pace of growth going 

forward. The dominant role of the business sector in the provision of employment 

and job creation was also stressed, with Government having to ensure that a 

conducive environment is in place for the private sector to operate effectively. The 

President illustrated the positive impact of various socioeconomic programmes in 

alleviating poverty and creating/sustaining employment since the start of the Covid-

19 economic crisis. He also outlined plans for structural reforms to address binding 

constraints in several crucial areas of the economy (energy, transport, water, network 

industries, SOEs, SMMEs and others) and to raise its growth potential. 

 

Implications for South African businesses 

Potential implications of global economic developments  

• The robust rates of growth anticipated for world production, import demand and trade 

volumes in 2022 should continue supporting export-oriented businesses across the 

domestic mining, manufacturing and agriculture sectors. They should also provide 

market development opportunities for local and regional companies aiming to expand 

South Africa’s real  

GDP growth: 
 

4.9% in 2021(e) 

+2.2% in 2022 (f) 

+2.0% in 2023 (f) 
 

 

(IDC)  

 South Africa’s balance 

of trade in 2021:  
 

Nominal exports: +30.3% 

Nominal imports: +22.8% 

R438 billion surplus 
 

 

(SARS) 

South Africa’s 

unemployment rate  

in Q3 2021 
 

34.9% 
 

 

(Stats SA)  
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their global footprints. Prospects would improve significantly if Covid-19 moves 

towards the endemic phase, resulting in higher rates of economic growth globally. 

• Companies across the world have been realising the importance of diversifying their 

sources of supply. Ongoing supply/value chain disruptions caused by production 

constraints as well as transport and logistics bottlenecks have resulted in serious 

shortages of input materials, intermediate products and consumer goods in recent 

times. Such developments should translate into increased global investment activity 

going forward to diversify centres of manufacturing production and enhance supply 

chain resilience. Some of this investment could potentially be attracted into South 

Africa and the rest of the continent.  

• Increasing risks in the geopolitical environment and the tightening bias in the 

monetary policy of advanced economies are weighing significantly on the near-term 

outlook for industrial commodity markets.  

Significant price volatility may be expected in industrial commodity markets that are 

in surplus, including platinum and steel-related raw materials. In contrast, the recent 

escalation of tensions over the Ukraine has had a beneficial impact on energy prices, 

including thermal coal. Over the longer term, the commodities complex should 

continue to provide investment opportunities in specific segments. 

• Should geopolitical tensions over the Ukraine escalate and potentially result in conflict 

and the imposition of sanctions, supply linkages (both backward and forward) may be 

affected, with the adverse repercussions reverberating far afield, including South 

Africa. On the positive side, such developments may provide export market 

development opportunities for local companies while also attracting investment from 

foreign producers wishing to reduce their dependence on the impacted countries. 

 

Potential implications of regional economic developments  

• As economic activity improves in several African countries so will their demand for 

imports, with positive implications for South African export-oriented business 

enterprises.  

• The effective roll-out of the African Continental Free Trade Area agreement should 

provide considerable trade and investment opportunities for South African companies. 

These may include increased exports of consumer items, capital goods, and input 

materials linked to infrastructure development across the continent.  Local companies 

may also benefit from investment opportunities associated with cross-border 

supply/value chain development. 

• Investment opportunities associated with the global transition to a greener future are 

likely to arise in several African countries due to their resource endowments (such as 

copper in the Democratic Republic of Congo and Zambia; platinum in Zimbabwe; rare-

earth minerals, etc.).  

 

Potential implications of domestic economic developments 

• As South Africa’s economic recovery process continues, household consumption and 

production activity are expected to eventually recover to pre-pandemic levels. 

Furthermore, the economy’s growth prospects are expected to improve gradually over 

the outlook period, raising sentiment levels among consumers, business enterprises 

and investors in the process. Such developments should result in higher fixed 

investment activity and much needed employment creation. 
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• Fixed investment expenditure is expected to expand at a fairly robust pace, albeit off a 

low base, over the outlook period. Ample business opportunities are likely to arise on 

the back of increasing demand for a wide range of inputs consumed in the investment 

process. 

• Constrained finances will continue limiting infrastructure investment by the public 

sector, highlighting the importance of securing the financial standing of state-owned 

enterprises. Nevertheless, private sector participation is likely to contribute to the 

progressive implementation of the large build programme by means of capital funding 

and through PPPs. Investment opportunities will arise in the renewable energy, water, 

telecommunications, as well as transport and logistics arenas, as an integral part of the 

structural reforms outlined by President Ramaphosa in the State of the Nation Address:   

Structural reforms to address binding constraints and raise the economy’s growth potential 

Energy sector Electricity generation: Various new energy projects outlined, including 2 600MW under 

Bid Window 6 (soon to be announced); requests for proposals for 3 000MW of gas power 

and 500MW of battery storage later in 2022; 4 000MW from embedded generation 

projects in the mining sector; 1 400MW being secured by several municipalities; Eskom 

embarking on a major maintenance programme. 

Sector transformation: Restructuring of Eskom into 3 separate units (generation, 

transmission, distribution) before year-end; amendments to the Electricity Regulation Act 

(approved by Cabinet, open for public commentary) to establish an independent state-

owned transmission company and a competitive market for electricity generation. 

Transport 

sector 

Transnet will call for private sector proposals for Durban and Ngqura Container Terminals 

over next few months, permitting the respective PPPs to be in place by October 2022; as 

from April, start the process of providing third-party access to Transnet’s freight rail 

network by making slots available on the container corridor between Durban (KwaZulu-

Natal) and City Deep (Gauteng). 

Water sector Commitment to clear the backlog on the issuing of water use licences by June; new water 

IPP investment office bill to be published in March 2022. 

Network 

industries 

ICASA to auction broadband spectrum before end-March 2022; economy’s digitization. 

 

• In the short- to medium-term, several local companies may be planning to invest in 

new machinery and equipment to enhance their competitiveness in local and/or global 

markets. A relatively favourable exchange rate of the Rand may, for the time being, 

support such investment decisions where imported capital goods are concerned.    

As production capacity is increasingly utilised in a variety of industries, expansionary 

type investments are likely to ensue.  

• A significant increase in investment activity is anticipated in several emerging 

industries, particularly those focusing on the greening and decarbonisation of the 

economy. These include investments in the electric vehicles and green hydrogen 

industries, as well as in mining industry activity in strategic minerals that are crucial for 

clean energy and a greener economy (such as platinum, vanadium, cobalt, copper, 

manganese and lithium). 

• The implementation of master plans is gathering momentum in industries such as 

poultry, clothing and textiles, automotive, agriculture and agro-processing, and sugar. 

This is resulting in visible performance improvements in their operating environment 

as well as in investment opportunities going forward.     

• In agriculture, after yet another bumper maize crop in the 2020/21 season, the outlook 

for the current season has been affected by substantial rains and weather events which 

have damaged crops and delayed planting in parts of the country. This may result in a 

lower harvest in the current year. Summer crops such as soybeans and sunflower seeds 
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are, however, expected to see an increase in the area planted. The implications of a 

reduction in the area planted under maize may extend to a range of supplier industries. 

• South Africa’s tourism industry has been severely affected by the Covid-19 pandemic, 

with current activity levels being a fraction of pre-crisis levels. International tourist 

arrivals are not expected to return to pre-pandemic numbers until 2024, while global 

business travel trends may have been structurally altered by the pandemic. Domestic 

tourism and travel should increasingly provide a crucial support base, but this won’t 

suffice. The industry is thus anticipated to experience a very gradual and protracted 

recovery process going forward.  

• Sustained high inflation globally and locally, at least in the short-term, will impact 

negatively on business enterprises that may not be able to pass costs increases on to 

customers in the current trading environment.  

• The normalisation of monetary policy in advanced economies and domestically will 

have significant impacts on the business sector as the cost of borrowings will be 

adversely affected in a rising interest rate environment. Moreover, significant volatility 

and potential corrections may be expected in equity markets. Investment and 

consumption patterns could also be altered in the process, potentially resulting in new 

business opportunities. 
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Global economic recovery proceeding amid significant challenges   

Recent economic developments and outlook  

The world economy is still on track to record above-trend growth in 2022. However, several 

concerning developments recently raised uncertainty levels and dented global optimism to 

some degree. This has been reflected in the erratic performance of financial markets, 

particularly since the start of the year. Such developments or contributing factors have 

included:  

• The emergence of the Omicron variant of Covid-19, which led to renewed 

fears and mobility restrictions in several countries; 

• Continued supply/value chain disruptions; 

• Persistently higher and more broad-based inflation than previously anticipated, 

leading to expectations of a more aggressive tightening of monetary policy by leading 

central banks, and sooner rather than later; 

• Expectations of downward pressure on commodity prices; 

• Escalating geopolitical risks, particularly concerns regarding potential conflict over the 

Ukraine. 

Global economic growth is now projected to moderate from 5.9% in 2021 to 4.4% in 2022, 

down from the 4.9% projected last October, according to the International Monetary Fund’s 

latest forecasts. Lower growth forecasts for the world’s two largest economies, the United 

States (US) and China, largely underpin the downward revision.  

Despite a growth moderation in recent months, world trade volumes are estimated to have 

expanded at a robust pace of 9.3% in 2021, but the pace may slow to 6% in 2022.  

Manufacturing activity globally is still expanding but certain headwinds persist such as input 

supply shortages, rising costs and transportation challenges, among others. Furthermore, 

manufacturing output growth decelerated more recently in the US and the Eurozone, while 

activity levels have been modest in China due to energy supply constraints, rising costs and 

subdued customer demand.  

Looking ahead, manufacturers have indicated that they expect output to be higher over the 

next 12 months. Major challenges such as supply-chain bottlenecks and the Covid pandemic 

are also expected to subside.  

Figure 1: World economic growth set to moderate significantly over the next two years 
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The United States economy expanded at a robust rate of 5.7% in 2021 (from a 3.4% 

contraction in 2020), largely due to a strong rebound in fixed investment and consumer 

spending. Real GDP is now expected to increase by 4.0% in 2022 (1.2 percentage points 

lower than previously projected) and the pace of expansion is set to moderate to 2.6% in 

2023. The principal reasons for the weaker growth outlook are the continued stalling of the 

infrastructure bill in the US Congress, supply chain disruptions, as well as a faster and 

possibly more aggressive tightening of monetary policy than previously anticipated.  

The US Federal Reserve’s monetary policy stance is dictated by its twin objectives of full 

employment being attained and inflation averaging around 2%. Consumer inflation in the 

US rose to 7.0% in December 2021, the highest rate since 1982, driven mostly by higher 

housing costs, as well as used vehicle and truck prices (aggravated by the shortage of semi-

conductors globally). Energy prices remain at very high levels, although year-on-year  

(y-o-y) increases have moderated in recent months.  

Figure 2: Consumer price inflation stubbornly higher 

 

The US unemployment rate declined to 3.9% in December 2021, closing in on the pre-

pandemic rate of 3.5% reached in February 2020. The Federal Reserve remains concerned 

that the overall labour force participation rate of 61.9% is still 1.5 percentage points below 

February 2020 levels, highlighting the withdrawal of labour despite worker shortages in 

numerous sectors of the economy. The Fed will conclude its asset purchase programme by 

March 2022 and is expected to start raising interest rates from March onwards. The financial 

markets appear to be pricing-in a cumulative hike of at least 100 basis points in 2022.   

The growth projection for China’s economy in 2022 has been lowered by 0.8 percentage 

points to 4.8% (2021: 8.1%), potentially accelerating to 5.2% in 2023. The weaker growth 

outlook is mainly due to the continuation of a zero-Covid policy and the implementation of 

its common prosperity policy. The latter has led to a clampdown on the excessive debt levels 

of property developers, resulting in construction activity slowing significantly during the 

latter part of 2021 and into 2022.  

The People’s Bank of China has responded to the weakening of economic activity by 

reducing the reserve requirement by 50 bps in December 2021, subsequently also lowering 

the 1-year and 7-day interest rates by 10bps in January 2022. The easing of monetary policy 

in China is enabled by low and declining consumer price inflation (1.5% in December 2021, 

compared to 2.3% in the previous month). Low inflationary pressures in China, in sharp 

contrast to developments elsewhere in the world, are largely due to the dampening effect 

of Covid lockdowns on consumer spending and relatively weak fixed investment activity. 

The latter has applied downward pressure on the prices of raw materials and intermediate 

products. The Chinese authorities have also started intervening in raw material markets to 

limit price increases. 

Substantial downward revision 

to the growth outlook for the 

US economy in 2022 

The weaker growth outlook 

for the Chinese economy is 

largely policy-driven  
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GDP growth in the Eurozone measured 5.2% in 2021, following a 6.4% contraction in 2020. 

Business sentiment rebounded strongly as economic activity recovered on the back of 

easing lockdown measures and improving operating conditions. The IMF’s forecast for 

Eurozone growth in 2022 was reduced by 0.4 percentage points to 3.9%, chiefly due to the 

0.8 percentage point reduction in Germany’s growth projection to 3.8%. Economic activity 

in the Eurozone, especially in Germany as the bloc’s largest economy, has been negatively 

impacted by supply chain disruptions. The shortage of semi-conductors resulted in 

Germany’s car manufacturers producing only 3.1 million vehicles in 2021, compared to 3.5 

million in 2020 and almost 4.7 million in 2019. The bloc’s economy has also been affected 

by the re-imposition of Covid-related restrictions in several countries in an effort to contain 

the rapid spread of the Omicron variant.  

The Eurozone’s economic recovery is being supported by the highly accommodative 

monetary policy stance of the European Central Bank (ECB).  Despite Eurozone inflation 

having increased to 5.0% in December 2021, well above the 2% target, the ECB expects a 

lower inflation trajectory later in 2022 and an average of 1.8% next year. This underlies its 

intention to start normalising interest rates only in 2023. In addition to maintaining interest 

rates at historic lows for the time being, the ECB will also continue with its asset purchasing 

programmes as these are deemed necessary to support economic activity. With 

expectations of supply chain snarl-ups being cleared during 2022, the Eurozone economy is 

projected to grow by 2.5% in 2023. 

Figure 3: Interest rates still at historical lows, but should rise soon 

 

Brazil’s economy is anticipated to record marginal growth of 0.3% in 2022 as interest rates 

have been increased substantially to combat inflationary pressures. Rising interest rates are 

putting pressure on household finances due to high debt levels, while high unemployment 

is imposing a further drag on the economy.  

Russia’s economy is projected to expand by 2.8% in 2022 due to weaker agricultural 

production and the impact of a worse than anticipated third wave of Covid infections. Efforts 

to enable the Russian economy to be able to withstand international sanctions have put a 

damper on growth in recent times. In addition, foreign investors have been shunning the 

country due to the significantly increased risk of international sanctions. 

Economic growth in India is projected to remain at 9.0% in 2022, following a similarly robust 

rate of expansion last year, and to slow to 7.1% in 2023. Improving credit growth is 

supporting investment and consumption expenditure, as expectations are that the Reserve 

Bank of India will not increase interest rates. Growth concerns due to yet high Covid infection 

rates and supply chain disruptions are currently outweighing rising inflation, which reached 

5.6% in December 2021, in monetary policy considerations. 
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The risks to the growth outlook for the world economy are tilted to the downside. These 

include the possible emergence of new Covid variants, geopolitical tensions and potential 

conflict, major natural disasters, as well as uncertainty regarding inflation and monetary 

policy stemming from prolonged supply chain disruptions, energy price hikes and volatility, 

as well as localised wage increases.  

Some of these risks have recently been unsettling financial and commodity markets, 

resulting in extraordinarily high volatility. Importantly, a rising interest rate trajectory in 

advanced economies could, if rapid and aggressive, result in significant financial instability 

in emerging market economies, including severe capital outflows, currency depreciations, 

additional inflationary pressures and, consequently, in adverse implications for monetary 

policy and fiscal stability. 

On the positive side, the easing or imminent removal of Covid-related restrictions in an 

increasing number of countries on the back of high vaccination rates, the significantly milder 

health effects of the now predominant Omicron variant, and the possibility that the virus is 

on its way to becoming endemic, is likely to lead to a progressive normalisation of economic 

activity and higher rates of economic expansion.  

 

Industrial commodities: Increased price volatility expected going forward 

After ending 2021 in a general consolidation pattern, recent macroeconomic and 

geopolitical developments globally having been intensifying downside risks on the 

anticipated demand trajectory for industrial commodities and their prices.  

The rapid deterioration of the geopolitical environment and the concomitantly increased 

risks for global and/or regional supply/value chains are weighing significantly on the near-

term outlook for industrial commodity markets, where demand conditions have already 

been somewhat constrained by decelerating industrial production since the 2nd half of 2021. 

Risks to the global commodities complex have been exacerbated by the tightening bias in 

the monetary policy of advanced economies, compelled by persistent inflationary pressures.   

Figure 4: Industrial commodities’ price recovery facing considerable headwinds 

 

The prevailing environment is likely to result in sustained price volatility in the months 

ahead. The platinum group metals are particularly vulnerable, especially platinum since it 

has endured a physical market surplus as a result of production constraints in the global 

automotive sector. Commodities associated with the steel value chain, including iron ore 

and manganese, could also come under pressure. Continued steel production constraints in 

China, driven by its government’s plan to reduce aggregate industrial emissions levels by 

limiting energy supply to high-polluting industries, necessarily weighs on the prognosis for 

Increasing geopolitical risks are 

weighing on the near-term 

outlook for industrial commodities 
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seaborne import demand for steel raw materials, with potentially adverse implications for 

their price outlook. 

The recent escalation of geopolitical risks, particularly a possible invasion of the Ukraine by 

Russian forces, has had a beneficial impact on energy prices. Prices of crude oil, thermal coal 

and natural gas have been benefiting from speculation over potential energy supply chain 

disruptions should the situation deteriorate. Crude oil prices have also benefitted from 

pipeline disruptions in the United Arab Emirates and the failure of OPEC+ to adhere to its 

own oil supply ramp-up schedule. These developments are fuelling expectations of a 

sustained deficit in the global crude oil market in the months ahead.  

Historical evidence suggests that a rising crude oil price environment tends to have a 

beneficial impact on overall pricing across the industrial commodities complex. This is 

attributable to the positive relationship between the marginal cost of production for these 

commodities (producer price inflation pressures) and oil prices. Accordingly, while the 

higher crude oil price environment reinforces the adverse feedback mechanism between 

higher overall inflation levels and the tightening bias of global monetary policies, it could 

also provide support to the industrial commodity complex.   

 

Recent developments in and outlook for sub-Saharan Africa 

Economic growth performance  

Sub-Saharan Africa (SSA) is estimated to have recorded a better than expected 4.0% increase 

(previously 3.7%) in its GDP in 2021, according to the IMF. This improvement reflected a 

favourable external environment, including a strong recovery in commodity prices, and a 

general easing of pandemic restrictions across the region. However, recurring Covid 

outbreaks, higher unemployment, inflationary pressures, as well as rising instability and 

insecurity limited the pace of recovery in several countries.   

Regional economic growth is forecast to moderate to 3.7% in 2022 but to rise again next 

year to 4.0%. A relatively less favourable base effect, coupled with declining tailwinds from 

strong commodity prices and the unwinding of policy support, including austerity measures 

to tackle elevated debt levels, should weigh on SSA’s growth performance in 2022.  

Figure 5: Better-than-expected performance in GDP growth in 2021 

 

On balance, the region’s economic prospects remain positive, but with varying 

performances.  Commodity exporters such as Nigeria, South Africa, Angola, Ghana, the 

Democratic Republic of Congo, Zambia, Zimbabwe, Kenya and Tanzania, among others, 
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should continue to benefit from relatively strong global demand for their resources, 

including minerals, metals and some agricultural products, while oil-exporting economies 

are likely to reap the benefits of high hydrocarbon prices at least in the shorter term. 

The region’s tourism-dependent economies are likely to face another challenging year in 

2022, albeit better than in the previous two years. With vaccination trends remaining low 

across the region (an estimated 6.2% are fully vaccinated), a full recovery in tourist arrivals 

is not anticipated to occur before 2024.   

Conflicts, social unrest, and resurgences of violence in certain parts of the region, including 

Ethiopia and the Sudan, among others, continue to undermine the pace of economic 

recovery.  

Despite the positive outlook for the region as a whole, downside risks prevail. Low Covid 

vaccination rates, continuing incidents of social unrest and conflict, a slow implementation 

of reforms and delays in the development of large infrastructure and mining projects may 

dampen the region’s growth prospects. Furthermore, the anticipated tightening of monetary 

policy globally does not bode well for regional economies that are already struggling with 

higher debt levels. 

Foreign direct investment activity in Africa  

A sharp rebound in foreign direct investment (FDI) flows into Africa was recorded in 2021, 

according to the United Nations Conference on Trade and Development’s (UNCTAD) 

preliminary estimates.  Although overall FDI inflows more than doubled year-on-year to 

USD97 billion (Sub-Saharan Africa: USD88 billion in FDI inflows in 2021 vs. USD29 billion in 

2020 and USD32 billion in 2019), this sharp increase largely reflected a single intra-firm 

financial transaction in South Africa.  

The USD46 billion share swap deal between South Africa’s Naspers and its Dutch-listed 

investment unit, Prosus, pushed inflows to South Africa to about USD41 billion in 2021, from 

USD3 billion in 2020.  The UNCTAD report pointed out, however, that there were moderate 

increases in FDI to other African countries, although specific figures were not released.  

Notwithstanding this rebound and the ongoing efforts across the region to attract foreign 

direct investment, the overall trend in FDI flows into Africa has been downward since 2015, 

struggling to reach the USD58.3 billion peak recorded in 2008. Despite its critical role in 

regional economic development, Africa’s share of global FDI has averaged only 3.0% per 

annum since 2000.  

 Figure 6: Africa’s share of global FDI inflows remains small 
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Effectively and promptly implemented, the African Continental Free Trade Area (AfCFTA) has 

the potential to provide much-needed support and certainty for trade and investment 

activity on the continent. The anticipated adoption of the Sustainable Investment Protocol 

of the AfCFTA, which is under Phase II negotiations, could boost FDI flows into and within 

the continent, but this is likely to be in the medium-to- long-term.  In the shorter term, 

greater effort is needed to create a more conducive business climate, enhancing the 

momentum in the implementation of essential structural reforms. 

 

South African economy: A subdued growth performance   

Economic recovery experiencing a temporary set-back  

Following four consecutive quarters of expansion, the performance of the South African 

economy disappointed with a worse than anticipated contraction in the third quarter of 

2021 (-1.5% on a quarter-on-quarter basis). Weaker activity levels were evident across the 

main sectors.  

Contributing factors included the violent unrests, looting and destruction of property in 

parts of KwaZulu-Natal and Gauteng in July, problems at Durban port, load-shedding, 

industrial action in the steel and engineering sectors, and ongoing supply-chain disruptions 

(such as shortages of microchips, which affected the automotive and other industries). Such 

adverse developments affected sentiment levels among businesses and consumers. 

The final quarter of 2021 is likely to have witnessed a rebound based on preliminary data 

for several key economic variables, as shown in Figure 7. Retail trade sales recorded a solid 

performance, with consumers taking advantage of special offers on Black Friday (over an 

extended period). Manufacturing production also exhibited a significant recovery, but 

mining output was lower than in the previous quarter. In general terms, however, output or 

sales levels have not yet fully recovered from the major setback incurred due to the Covid 

pandemic and other adverse developments.  

Figure 7: Output or sales levels generally still below those prevailing prior to the pandemic 

 

By December 2021, the manufacturing sector’s overall output was still below the levels 

recorded towards the end of 2019, as shown in Figure 8 below. This important sector 
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local and external markets; electricity supply interruptions; transport and logistics 
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constraints; rising production costs, including freight, electricity, fuel and other input costs; 

and, in recent times, shortages of certain input products (such as semiconductors) partly 

due to global supply chain challenges.  

Nevertheless, in December last year the output of the sub-sectors producing textiles, 

clothing, leather and footwear, as well as transport equipment (including motor vehicles) 

had surpassed pre-pandemic levels. These two manufacturing sub-sectors have benefitted 

from significant industrial policy support over the years and, more recently, from master 

plans aiming to increase investment in their production capacity, drive innovation, improve 

productivity and competitiveness, increase local consumption and exports, as well as ensure 

sectoral transformation. 

In sharp contrast, a number of key manufacturing sub-sectors continue to underperform, 

including those producing chemicals, rubber and plastics, as well as metals and machinery, 

despite efforts to encourage the localisation of production through various mechanisms. 

The ABSA purchasing manager’s index (PMI), which is based on a survey of the 

manufacturing sector undertaken by the Bureau for Economic Research, increased to 57.1 

points in January 2022, above the average for the fourth quarter of 2021. It reflected a 

rebound in business activity at the start of the year as export sales improved and inventories 

increased further, most likely to prevent shortages and delivery delays.     

Figure 8: The manufacturing sector remains under considerable pressure but is recovering  

 

Real GDP growth in 2021 is now estimated at 4.9% (IDC estimate), slightly lower than the 

5.1% previously projected. The pace of economic expansion is projected to slow to 2.2% in 

2022, as outlined in the last section of this review.  
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inflation in December. 

The domestic price of petrol rose to an all-time high of R20.29 per litre in December 2021 

but was reduced to R19.61 per litre in January 2022. With international crude oil prices at 

high levels and the Rand exchange rate relatively weaker, the local petrol price is expected 

to rise further in coming months, exerting upward pressure on producer and consumer 
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inflation. Furthermore, other administered prices such as those of electricity and water, 

alongside municipal levies, are among the key drivers of domestic inflation over time. 

Figure 9: Consumer price inflation on a steep upward trend 

 

Considering developments with regard to inflation both globally and domestically, and 

cognisant of anticipated monetary policy action by leading central banks (especially in the 

US), the Monetary Policy Committee (MPC) of the South African Reserve Bank (SARB) has 

embarked on a tightening cycle. It raised the repurchase (repo) rate by 25 basis points at its 

November 2021 meeting and by a further 25 basis points to 4.0% on 27 January 2022.  

Consumer price inflation is now projected by the SARB at 4.9% in 2022, substantially higher 

than the 4.3% forecast at its November 2021 meeting, mainly the result of higher crude oil 

prices. The SARB has also cautioned that risks to the inflation outlook are to the upside, 

sighting a more aggressive global tightening cycle than previously expected, capital 

outflows, as well as heightened exchange rate volatility. The MPC is thought to prefer being 

ahead of the global tightening cycle. 

In light of the inflation trajectory expected during 2022, the MPC is likely to raise interest 

rates by an additional 75 basis points over the remainder of the year.   

Labour market developments remain a major concern 

Subdued growth over a prolonged period has reduced the labour-absorption capacity of 

the domestic economy. The crisis induced by the Covid-19 pandemic aggravated the 

situation, with the economy unable to provide sufficient employment opportunities for new 

entrants into the labour market.  

Sharply lower employment in the third quarter of 2021, especially in the formal sector of the 

economy (see Figure 10 below), reflected a challenging operating environment for many 

business enterprises, which find themselves in a difficult financial position and/or are 

hesitant to employ additional staff in the prevailing environment.  

Formal sector employment fell to an 11-year low, mainly due to serious job losses in the 

trade sector (-292 000, year-on-year), followed by community services (-261 000) and 

manufacturing (-92 000 jobs). The manufacturing sector now employs 710 000 fewer people 

than in 2008, a 34% decline. Furthermore, formal manufacturing employment is presently 

lower than in 1970. 

Approximately 7.64 million people did not have a job in the third quarter of last year, taking 

the official unemployment rate to an all-time high of 34.9% Moreover, around 60% of all 
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the unemployed were younger than 35 years. Some 78.5%, or 6 million unemployed people, 

had been without a job for longer than 12 months. 

Figure 10: Sharply lower employment in Q3 2021 took the unemployment rate to a record high  

 

Considering the relatively low skills of a large portion of the currently unemployed and the 

fact that the economy is growing at a fairly subdued pace, while also steadily moving 

towards more advanced and technology-intensive production processes, the likelihood of 

many being re-employed is diminishing, at least in the formal sector. The unemployment 

rate is expected to remain at elevated levels for the foreseeable future, causing enormous 

hardship, frustrating government’s efforts to reduce poverty and inequality, and raising the 

probability of periodic social unrest. 

Public finances set to improve  

South Africa’s fiscal position improved significantly relative to previous projections, largely 

on the back of a tax windfall emanating from the mining sector due to higher demand for 

commodities and prices. However, the underlying fiscal metrics remain challenging.  

Revenue collections in the current financial year have thus been substantially higher than in 

2020/21, contributing towards a lower than anticipated budget deficit. Nevertheless, at an 

estimated R403 billion (IDC estimate), equivalent to -6.4% of GDP for the fiscal year to March 

2022, the budget deficit remains sizeable.  

Figure 11: Fiscal performance substantially improved compared to previous projections   
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Importantly, overall government debt rose to R4.2 trillion by October 2021, 33% higher than 

in December 2019, as borrowing requirements continued on an uptrend. 

Considering that commodity prices have recently trended lower and that demand for 

mineral resources may moderate in the months ahead, revenue collections from the mining 

sector could decline. Furthermore, relatively subdued growth prospects for the economy 

over the next couple of years, in the absence of meaningful structural reforms and an 

effective roll-out of the envisaged multibillion rand infrastructure build programme, may 

also translate into modest revenue collections.  

Despite government’s efforts to keep expenditure under control, revenue collections may 

not be sufficient to prevent its borrowing requirements from rising at a fairly rapid pace over 

the forecast horizon. The recently approved USD750 million (ca. R11.5 billion) low-interest 

loan from the World Bank will be used to partly meet South Africa’s dollar-denominated 

commitments.  

Balance of trade posts a record surplus  

South Africa has a considerably open economy that is strongly reliant on global demand for 

its products. The combined ratio of exports and imports to GDP averaged approximately 

56% over the past decade.  

Developments in world markets therefore tend to have a meaningful impact on the country’s 

economic performance through their bearing on exports. Moreover, the economy’s import 

intensity has remained high, with imports of merchandise goods (in real terms) as a ratio of 

domestic demand (or Gross Domestic Expenditure) having averaged 23.0% since 2010. This 

is indicative of a relatively strong reliance on a wide range of items produced elsewhere in 

the globe, with the demand for imported capital goods being a clear example. 

Exports of goods and services account for a sizeable portion of national GDP, averaging 

31.2% from the first to the third quarter of 2021. They also sustain a substantial portion of 

overall employment in the economy.  

Figure 12: Exports accounting for a substantial portion of national GDP  

 

South Africa benefitted substantially from the robust global economic recovery in 2021. The 

steep rise in world trade volumes lifted demand for a wide variety of goods, extending well 

beyond mining and mineral products.  

Total merchandise exports increased by 30.3% in nominal value terms in 2021, with exports 

of mining products rising by 48.8% or by R284.9 billion to R868.2 billion. Exports of platinum 

group metals (PGMs) increased by 95% to R341.7 billion, while coal exports rose by 47.3% 
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Manufactured exports increased by 17.1% or by R118.8 billion to R813.0 billion in 2021, with 

the export basket being dominated by motor vehicles (17.4% of the manufactured export 

basket), followed by basic iron and steel (11.6% share), motor vehicle parts (6.2%), basic 

non-ferrous metal products (6.2%) and basic chemicals with a 5.0% contribution to overall 

manufactured exports. South Africa’s manufactured export basket is, however, relatively 

concentrated, with the top 20 out of a total of 120 export sectors having accounted for a 

combined share of 75% of all manufactured exports in 2021.   

Demand for South Africa’s primary agricultural, forestry and fishing products increased by a 

fairly subdued 8.7% to R95.6 billion over the past year. Exports of fruits and maize were the 

best performing agricultural export categories, with exports of citrus fruit totalling R27.2 

billion, followed by grapes (R12.2 billion), maize (R11.9 billion) and deciduous fruits such as 

apples and pears (R10.2 billion). Collectively, these products accounted for just over 70% of 

all primary agricultural exports in 2021, which totalled R87.5 billion.  

Import demand, in turn, increased at a substantially slower pace of 22.8% to R1 379.9 billion 

in 2021. South Africa’s trade surplus consequently widening significantly to a record high of 

R438 billion.  This is equivalent to 7.1% of the estimated GDP for 2021 and well above the 

5.2% ratio recorded in 2020. 

However, the moderation in global growth in the second half of 2021 on the back of several 

adverse developments, including the spread of the Omicron variant and associated 

restrictions, as well as softer commodity prices, was reflected in a narrowing of the quarterly 

trade surplus from a peak of R152 billion in Q2 2021 to a smaller R85.8 billion surplus by the 

final quarter of the year. 

Figure 13: Trade surplus widened significantly to an all-time high 

 

South Africa’s merchandise imports are dominated by manufactured items, for these 

accounted for 82.4% of the import basket in 2021. The principal import categories are motor 

vehicle parts and accessories (10.1% of the merchandise import basket), followed by refined 

petroleum products (9.4%), crude oil (6.1%), motor vehicles (4.3%) and TV, radio and 

communication equipment (3.2%).   

The principal destinations for South Africa’s exports in 2021 were other African economies 

collectively, the European Union (EU), China, the US and Japan. In nominal value terms, 

exports to the African continent increased by 19.2% last year, whereas those to China rose 

by 24.1%. Export sales to the EU were 29.3% higher, while very robust increases were also 

recorded for the US (+66.3%), the United Kingdom (+78.6%) and Japan (+96%).  
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Figure 14: Geographical spread of South Africa’s merchandise exports 

 

 

 

 

 

 

 

 

 

 

At the individual country level, however, China remained the leading export destination, 

accounting for 11.2% or R203.6 billion of South Africa’s total merchandise exports in 2021. 

African markets collectively accounted for 21.1% or R383.8 billion of the export basket, as 

indicated in Table 1. 

   
Table 1: Composition of the export baskets to selected destinations in 2021 

 

It is noteworthy that almost 37% of South Africa’s manufactured exports, with a cumulative 

value of R299.7 billion, were destined for other African countries in 2021. The SADC region 

accounted for the vast majority (R265 billion), with Botswana (R50.7 billion) being the 

leading regional destination, followed by Namibia (R43.5 billion), Zimbabwe (R37.2 billion), 

Zambia (R32.0 billion) and Mozambique (R29.3 billion).  

It is also important to highlight that the export basket to Africa is substantially more 

diversified compared to other key export destinations, considering that the top 12 export 

categories accounted for 72.1% of the entire export basket, whereas those pertaining to 

Major South African exports of merchandise goods to select regions and countries in 2021

Rank

Sector % share Sector % share Sector % share Sector % share

1
Non-electrical machinery (e.g. 

mining, agriculture)
11.6

Motor vehicles, parts and 

accessories
30.4 Iron ore 36.7 PGMs 52.3

2 Processed food 9.9
Other mining (e.g. chrome, 

manganese)
12.0

Other mining (e.g. chrome, 

manganese)
30.4

Motor vehicles, parts and 

accessories
9.6

3
Motor vehicles, parts and 

accessories
7.6 Iron ore 9.3 Basic iron and steel products 7.7

Chemical products (e.g. 

pharmaceuticals)
6.6

4
Chemical products (e.g. 

pharmaceuticals)
7.4 Agriculture, forestry & fishing 7.4 Non-ferrous metal products 6.1 Non-ferrous metal products 5.1

5
Petroleum and petroleum 

products
6.0 Other manufacturing 6.7 PGMs 4.5 Basic iron and steel products 4.9

6 Industrial chemicals 5.3 PGMs 5.8 Coal mining 4.2 Other manufacturing 3.8

7 Basic iron and steel products 5.1 Industrial chemicals 5.6 Agriculture, forestry & fishing 3.6
Other mining (e.g. chrome, 

manganese)
3.3

8
Other mining (e.g. chrome, 

manganese)
5.0 Basic iron and steel products 5.4 Paper and paper products 1.5 Industrial chemicals 2.9

9 Agriculture, forestry & fishing 4.3 Non-ferrous metal products 3.1 Industrial chemicals 0.9 Agriculture, forestry & fishing 2.4

10 Iron ore 3.8 Processed food 2.5 Processed food 0.9
Non-electrical machinery (e.g. 

mining, agriculture)
1.4

11 Fabricated metal products 3.3
Chemical products (e.g. 

pharmaceuticals)
2.5

Non-electrical machinery (e.g. 

mining, agriculture)
0.5 Processed food 1.2

12 Electrical machinery 3.1 Unclassified (incl. electricity) 1.7 Wood and wood products 0.3 Other transport equipment 1.2

Cumulative % 72.1 Cumulative % 92.3 Cumulative % 97.2 Cumulative % 94.8

Source: IDC, compiled using SARS data

African countries: R383.8 bn 

or 21.1% of SA exports

European Union: R346.7 bn 

or 19.1% of SA exports

China: R203.6 bn 
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other regions represented more than 90% of the respective totals. The export basket to 

Africa is dominated by non-electrical machinery and equipment (e.g. mining and agricultural 

machinery), with a share of 11.6% of overall exports to this regional block in 2021. This was 

followed by processed food (9.9%); motor vehicles, parts and accessories (7.6%); and 

chemical products (e.g. pharmaceuticals) with a 7.4% share. 

Since domestic demand is expected to remain fairly subdued over the next couple of years, 

local companies will be particularly reliant on external demand as a driver of their production 

activity. The growth outlook for world trade volumes (6.0% in 2022 and 4.9% in 2023) bodes 

well for export-oriented economies, including South Africa. This may include robust demand 

for mining and mineral products, manufactured items, as well as agricultural goods. 

Concerted efforts are therefore required to maintain/improve competitiveness in global 

markets.  

Importantly, as economic growth in sub-Saharan Africa garners a stronger momentum from 

2022 onwards, this should provide additional export opportunities for South African 

exporters, especially in the manufacturing sector. From a longer-term perspective, the scope 

will be amplified by the implementation of the AfCFTA, with the potential export market 

development opportunities spanning consumer items, capital goods and input materials 

linked to infrastructure development across the African continent.   
 

The State of the Nation Address 

The State of the Nation Address (SONA) delivered by President Cyril Ramaphosa on 10 

February 2022 emphasised the imperative of a social compact to sustain the economy’s 

recovery momentum, address current constraints and raise the pace of growth going 

forward. This will build upon and deliver on the Economic Reconstruction and Recovery 

Programme. 

The dominant role of the business sector in the provision of employment and in job creation 

was stressed at the onset of the SONA. Government’s role, in turn, is to ensure a conducive 

environment for the private sector to operate effectively.  

Socioeconomic programmes have played a crucial part in alleviating poverty and 

creating/sustaining employment since the start of the Covid-19 economic crisis. These have 

included Presidential Employment Stimulus programmes, the Social Employment Fund, the 

Solidarity Fund, the Employment Tax Incentive scheme, as well as the Social Relief of Distress 

(SRD) grant (R350 paid monthly to unemployed persons).  The provision of the SRD grant, 

which has benefitted around 9.5 million people at a cost of R28.3 billion in the 2021/22 fiscal 

year, will be extended to March 2023. 

Other selected salient aspects of the President’s State of the Nation Address are summarised 

below: 

Structural reforms to address binding constraints and raise the economy’s growth potential 

Energy sector Electricity generation: Various new energy projects outlined, including 2 600MW under Bid Window 6 (soon to be 

announced); requests for proposals for 3 000MW of gas power and 500MW of battery storage later in 2022; 4 000MW 

from embedded generation projects in the mining sector; 1 400MW being secured by several municipalities; Eskom 

embarking on a major maintenance programme. 

Sector transformation: Restructuring of Eskom into 3 separate units (generation, transmission, distribution) before 

year-end; amendments to the Electricity Regulation Act (approved by Cabinet, open for public commentary) to establish 

an independent state-owned transmission company and a competitive market for electricity generation. 

Transport sector Transnet will call for private sector proposals for Durban and Ngqura Container Terminals over next few months, 

permitting the respective PPPs to be in place by October 2022; as from April, start the process of providing third-party 

access to Transnet’s freight rail network by making slots available on the container corridor between Durban (KwaZulu-

Natal) and City Deep (Gauteng). 

Water sector Commitment to clear the backlog on the issuing of water use licences by June; new water IPP investment office bill to 

be published in March 2022. 
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Network industries ICASA to auction broadband spectrum before end-March 2022; economy’s digitization. 

State-owned 

enterprises (SOEs) 

A centralised shareholder model is being adopted for key commercial SOEs, with a new central SOE oversight and 

equity holdings entity being established to minimise political interference and protect shareholder value, including by 

mitigating corruption risks. 

SMMEs Red-tape reduction unit being set up in the Presidency; review of labour legislation applicable to SMMEs to encourage 

hiring; review of Business Act to reduce regulatory burden on informal businesses; redesigned loan guarantee scheme 

(through DFIs & non-bank SME funders) to be introduced, drawing lessons from schemes applied during the pandemic. 

Sectoral development 

Energy transition 

and greening of the 

economy 

- Increasing renewable energy production to make electricity cheaper and more dependable. 

- Investments in electric vehicles and hydrogen to meet the global clean energy future, supporting the development 

of the green hydrogen industry. 

- Expansion of mining industry in strategic minerals that are crucial for clean energy, such as platinum, vanadium, 

cobalt, copper, manganese and lithium. 

- Climate finance task team already operational. 

Industry - Revitalise manufacturing, development of globally-competitive export industries. 

- Reduce the cost of doing business.  

- New master plans launched for steel, furniture and global business services industries. 

- Policy and regulatory framework for industrial hemp and cannabis will be reviewed to realise significant 

socioeconomic potential. 

Agriculture - Land reform to be expedited, approval of the Expropriation Bill. 

- Agricultural activity being boosted due to support provided to small scale farmers - Presidential Employment 

Stimulus and Solidarity Fund assisted over 100 000 small-scale farmers to expand production (e.g. input vouchers); 

integration into commercial value chains. 

 

 

Growth outlook for the South African economy 

The domestic economy is expected to remain on a steady recovery path, although a 

substantial growth moderation is projected for 2022 following the relatively strong rebound 

of last year. A modest up-tick in real GDP growth is anticipated towards the latter part of 

the outlook horizon, with an average annual expansion rate of 2.3% forecast over the period 

2022 to 2026.  

Consumer spending is projected to increase at a rather modest pace in real terms over the 

medium-term. A growth rate of 2.0% is projected for 2022, taking household consumption 

expenditure to a level that is only slightly higher than the pre-pandemic total in real terms. 

Several factors are likely to continue constraining household spending in the short- to 

medium-term. These include: 

• high levels of consumer indebtedness and consequently weak demand for and/or 

limited access to new credit;  

• high levels of unemployment and concerns over job prospects;  

• modest increases in disposable incomes; 

• significant inflationary pressures; and, among others,  

• rising interest rates.    

Public finances could show a gradual improvement as revenue collection may still benefit 

from relatively favourable conditions in commodity markets in the short-term. However, tax 

receipts from the mining sector are likely to fall well short of last year’s levels as global 

demand moderates and commodity prices adjust downwardly. Nonetheless, gradually 

higher levels of overall economic activity going forward should result in increased fiscal 

revenues. If accompanied by restraint on the expenditure side, as per government’s 

commitments, this should translate into progressively narrower fiscal deficits over the 

forecast period.    

Even though credit rating agencies are expected to maintain South Africa’s sovereign ratings 

unchanged for the time being, the fiscal performance will be closely monitored. Fitch Ratings 
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changed its outlook for South Africa from negative to stable, signalling that a further 

downgrade of the sovereign rating is not envisaged at this stage. 

 

Table 2: Projections for key performance indicators of the South African economy 

Variable (% change or % of GDP) 2016 2017 2018 2019 2020 2021e 2022f 2023f 2024f 2025f 2026f 

Real GDP growth and its components:               

Household consumption expenditure (HCE) 0.7 1.7 2.4 1.1 -6.5 5.2 2.0 2.3 2.8 2.9 2.8 

Government consumption expenditure (GCE) 2.0 -0.3 1.0 2.7 1.3 0.4 0.0 0.7 0.8 0.9 0.9 

Gross fixed capital formation (GFCF) -1.9 -2.0 -1.8 -2.4 -14.9 1.1 3.2 3.3 3.5 4.0 4.5 

Exports 0.4 -0.3 2.8 -3.4 -12.0 9.5 3.1 3.2 2.9 2.9 2.7 

Imports -4.1 1.5 3.2 0.5 -17.4 8.2 2.6 3.5 3.7 3.7 3.2 

Gross domestic product (GDP) 0.7 1.2 1.5 0.1 -6.4 4.9 2.2 2.0 2.3 2.5 2.6 

Consumer price inflation (CPI) 6.3 5.3 4.6 4.1 3.3 4.5 4.7 4.4 4.5 4.5 4.2 

Current account balance (% of GDP) -2.7 -2.4 -3.0 -2.6 2.0 4.0 0.0 -1.1 -1.6 -2.1 -2.8 

GFCF as % of GDP 17.4 16.4 15.9 15.3 13.7 13.0 13.3 13.6 13.9 14.1 14.4 

Source: IDC, compiled using SARB data, IDC forecasts           

 

Fixed investment expenditure is estimated to have increased by only 1.1% in real terms in 

2021, following several years of contraction and a sharp 14.9% decline in 2020. A recovery 

in private sector fixed investment activity is anticipated during the outlook period, initially 

dominated by capital spending on maintenance and technology upgrading, but 

subsequently also of an expansionary nature as existing production capacity is increasingly 

utilised across several industries and new investment opportunities emerge. The latter 

include renewable energy and embedded electricity generation, infrastructure-related 

public-private partnerships (PPPs), telecoms, hydrogen, the green economy and agriculture. 

Constrained finances will continue limiting infrastructure investment by the public sector, in 

the process affecting many supplier industries which are reliant on such capex spending. 

Nevertheless, private sector participation in infrastructure development is anticipated by 

means of capital funding and through PPPs.   

Although the projected recovery in overall capital outlays may appear to be fairly robust 

over the outlook period, it should be noted that only by 2026 will the underlying forecast 

fixed investment spending exceed pre-pandemic levels in real terms. 

Following a strong rebound in 2021 (estimated at 9.5%,) South Africa’s export performance 

is expected to moderate over the outlook period, taking it to an average annual growth rate 

of around 3.0%. World trade is expected to remain reasonably strong in 2022, but the rate 

of increase in global import demand is projected to moderate over the remainder of the 

outlook period, potentially affecting South Africa’s exports.  

Domestic demand for imports is expected to increase steadily over the outlook period, given 

the relatively high import-intensity associated with fixed investment activity and consumer 

spending in South Africa.  A gradual improvement in the economy’s performance going 

forward is likely to result in higher demand for imported capital goods (e.g. machinery and 

equipment) for fixed investment purposes, whilst demand for consumer-related items may 

rise as household spending expands at a faster pace, especially towards the latter part of 

the outlook period. The successful implementation of localisation and import substitution 

initiatives may result in a progressive reduction of the economy’s import-reliance over time, 

but the replacement process is likely to be very gradual. 

The Rand will remain susceptible to factors such as the pace of monetary policy tightening 

abroad and domestically; international investor sentiment towards emerging market assets; 
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developments regarding the terms of trade and South Africa’s balance of payments; the 

fiscal performance and the evolution of related risks; the general performance of the 

domestic economy and its political landscape.  

A fair amount of currency volatility may be expected in the shorter term, particularly as the 

normalisation of monetary policy gathers momentum internationally and locally. However, 

the Rand is projected to depreciate gradually over the outlook horizon, largely in line with 

inflation differentials. 

Considering a slight worsening of the inflation trajectory, the MPC is expected to react 

decisively to contain inflationary pressures by hiking interest rates quite aggressively over 

the next 12 to 18 months, followed by a more gradual tightening in monetary policy. The 

MPC is expected to raise the repo rate by an additional 75 basis points over the remainder 

of 2022 to 4.75%. In real terms, however, the repo rate should remain in negative territory 

over the short-term, before moving towards positive levels from 2023 onwards. 
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