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Economic overview 

Highlights 

• Considerably weaker global economic growth: The world economy is again under 

extraordinary pressure, with a confluence of adverse developments threatening to 

derail its expansion momentum. The World Bank has consequently revised its 

projections for world economic growth in 2022 to only 2.9%, from the 4.1% it forecast 

early in the year. Significantly lower growth is now anticipated in 5 out of the 7 principal 

regional or individual country markets for South African exports.  

• Much slower rate of increase in world trade volumes: Growth in the volume of 

worldwide trade in goods and services is expected to slow to 4.0% in 2022. This will 

affect the performance of South Africa’s export sector and the economy in general, 

considering that merchandise exports represented 29.4% of GDP in 2021 while their 

production involves the participation of multiple supplying industries.     

• Global supply chain pressures appear to be receding but remain elevated: There 

are tentative signals of easing of global supply chain pressures, which is a welcomed 

development for several industries globally and domestically whose production 

activity has been affected by insufficient/delayed input supplies since the start of the 

pandemic.  

• The peak in the commodity price cycle is already behind us:  However, sharply 

higher energy (coal, gas, thermal coal) prices due to the war between Russia and 

Ukraine have inflated average production costs across industrial commodity value 

chains, limiting downside risks for their prices in general. The terms of trade 

implications for South Africa are mixed in the near- to short-term.    

• Decades-high inflation in many economies, but expected to ease: Some of the 

underlying factors appear to be subsiding, particularly reduced supply disruptions in 

global value chains (which had precipitated the initial spike in inflationary pressures), 

accompanied by moderating demand as world economic growth slows. Fuel and food 

prices are expected to remain at elevated levels though, due to the ongoing conflict 

between Russia and Ukraine. However, high base effects will come into play next year. 

• Central banks around the globe raising interest rates aggressively: This trend is 

likely to continue in the near-term in an attempt to bring down inflation and lower 

expectations. The pace should soften as evidence of moderating inflationary pressures 

emerges, for the monetary authorities (including the SARB) are wary of the risk of 

dragging their economies towards recession. 

• South Africa’s economy expanded significantly in Q1 2022 but a setback ensued: 

Real GDP increased by 1.9% q-o-q, with the expansion momentum having been quite 

broad-based (8 out of the 10 main sectors, including manufacturing, made positive 

contributions). Real GDP thus reached a marginally higher level than pre-pandemic. 

However, the economic rebound suffered major blows from adverse developments 

both globally and domestically in Q2, several of which are still at play in Q3.  

• Fixed investment increased in Q1 2022 but remained at very low levels and has 

likely declined since then: Gross fixed capital formation expanded (+3.6%) for the 

second quarter in a row. Nevertheless, in real terms fixed investment was still 8.8% 

below the pre-crisis level, while a series of negative factors may have brought it down 

in recent months. As a ratio of GDP, fixed investment in South Africa has fallen to all-

time lows, reflecting the difficult investment environment and weak investor sentiment.  

• Higher domestic inflation putting a damper on consumption spending: 

Expenditure on food, transport, catering (restaurants) and accommodation (hotels and 

South Africa’s GDP 

growth (q-o-q):  
 

Q4 2021 = 1.4% 

Q1 2022 = 1.9% 

 

(Stats SA) 

 

 South Africa’s 

consumer price 

inflation: 
 

2021 = 4.5% 

May 2022 = 6.5% 

 

(Stats SA) 

World GDP growth 

(y-o-y):  
 

2021 = 5.7% 

2022 = 2.9% (f) 

2023 = 3.0% (f) 

 

(World Bank) 

 

 Growth in world 

trade volumes: 
 

2021 = 10.3% 

2022 = 4.0% (f) 

2023 = 4.3% (f) 

 

(World Bank) 

South Africa’s 

unemployment rate: 
 

Q1 2022 = 34.5% 

 

(Stats SA)  
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others) were drivers of consumer spending in Q1 2022. However, fast-rising inflation, 

particularly fuel and food costs, along with expectations of further interest rate hikes 

in coming months and poor prospects for job creation in the short-term, will negatively 

affect household spending.  Given the crucial role of household spending in the 

economy, this will have a negative bearing on overall economic growth.    

• Balance of trade still in surplus, but narrowing: The surplus on the balance of trade 

narrowed to R62.1 billion in Q1 2022 as growth in nominal imports (+27.1% y-o-y, 

driven largely by sharply higher oil prices) outpaced that of exports (+11.6% y-o-y) by 

a substantial margin. Weaker global demand, generally lower prices for commodities 

exported by South Africa and considerable infrastructure constraints domestically will 

likely affect the balance of trade negatively over the remainder of the year, further 

denting economic growth.    

• Infrastructure constraints are seriously hindering South Africa’s economic 

performance: The recent deterioration in the generating capacity and reliability of 

electricity infrastructure, with an increased incidence and intensity of loadshedding, is 

weighing heavily on the economy’s performance. Furthermore, handling capacity 

challenges in the country’s freight rail and port logistics infrastructure, which were 

aggravated by the damage caused by the recent floods in KwaZulu-Natal, are 

compounding the costs for the economy.  

• Weaker economic growth in 2022: A significantly weaker rate of economic growth 

than previously projected (a 2% growth forecast for real GDP was approved though 

the ALCo process in May) is now likely, while a technical recession during 2022 is 

becoming a reasonable possibility.    

 

Implications for South African business enterprises 

Potential implications of global economic developments  

• Weakening economic growth and import demand in major external markets for South 

African exporters may affect their performance in 2022 and potentially in 2023. 

Competition in these markets is also likely to intensify as producers across the world 

strive to retain market share or enter new markets. 

• Export market development opportunities are likely to emerge for specific mining 

operations, considering that European demand for thermal coal is expected to 

increase significantly in the months ahead as the embargo on Russian coal is due to 

be imposed from 10 August 2022. In addition, PGM exports are likely to benefit from 

further improvements in the functioning of global automotive supply chains and 

opportunities to replace Russian exports, albeit threatened by weakening economic 

prospects. 

• A global scenario of higher hydrocarbon energy prices for longer, while beneficial to 

South Africa’s earnings from thermal coal exports, is accelerating global investments 

in renewable technologies. This represents a strategic opportunity for capital raising 

and project development to accelerate the expansion of renewable energy 

infrastructure in South Africa and regionally.  

• The domestic inflation prognosis will continue being negatively affected by intense 

energy and food cost pressures emanating from global markets. The South African 

Reserve Bank’s monetary policy tightening stance is likely to remain in place until such 

pressures clearly subside, while also observing the policy actions of central banks in 

major economies. Further interest rate hikes domestically are expected to: 

 South Africa’s 

balance of trade: 
 

Q4 2021 = R85.2 bn 

surplus 

Q1 2022 = R62.1 bn 

surplus 

(SARS)  

 South Africa’s 

Consumer 

Confidence Index: 
 

Q1 2022 = -13 

Q2 2022 = -25 

(FNB/BER)  
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o Increase credit and default risks for highly indebted business enterprises.  

o Weigh negatively on aggregate consumption spending and investment 

decisions, affecting the performance of many business enterprises.     

• With economic growth prospects around the globe under threat, greater risk aversion 

has been evident in the world’s investor community. This has and should continue to 

result in significant volatility across bond, equity and exchange rate markets. Local 

enterprises with significant import and/or export components to their businesses will 

also find the exchange rate volatility particularly challenging. 

• The progressive improvement in the functioning of global supply chains should 

alleviate the input supply constraints faced by many South African business 

operations since the start of the pandemic.  

 

Potential implications of domestic economic developments 

• The various adverse developments and factors outlined in this report are likely to stifle 

economic growth in the near- to short-term, at the very least. Business enterprises 

should monitor developments closely and, if negative repercussions are anticipated 

in a worsening operating environment, they should strategise accordingly. 

• Significantly higher inflation and expectations of further interest rate hikes are likely 

to have a negative bearing on household spending, affecting the performance of 

business enterprises that rely on the consumer market, especially those in the durable 

and semi-durable goods segments. Higher inflation will also affect profit margins for 

companies that will find it difficult to pass the burden of rising cost pressures on to 

consumers.  

• Steeply rising interest rates globally and domestically will result in higher costs on 

variable rate debt obligations, raise the overall costs of doing business through a 

variety of channels, and negatively affect the viability of future investment projects 

under consideration. 

• Fixed investment activity may come under significant pressure as many 

businesses/investors reconsider committing capital to expansionary or greenfield 

investments in a highly uncertain trading and operating environment. Increased 

constraints in the energy and transport & logistics arenas have been aggravating the 

situation, posing major risks for business growth prospects and competitiveness, and 

affecting investment decisions in the process.  

• The various developments outlined in this report are expected to affect the 

production base of the South African economy in multiple ways. As indicated in  

Table 2 on pages 14 and 15, the impacts are likely to differ significantly across 

industries or sectors and generally tend to be of an adverse nature, but development 

opportunities may also emerge. 
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A worsening economic environment is posing serious risks   

The South African economy continued on a steady recovery path in the opening quarter of 

2022, with a solid growth rate taking its gross domestic product (GDP) to a level that was 

marginally higher than pre-pandemic in real terms.  

However, the economic environment worsened considerably in more recent months. 

Adverse international developments contributed greatly to this deterioration, affecting 

the very open and globally integrated South African economy via multiple channels: 

• Rising inflation and interest rates. 

• The military conflict between Russia and Ukraine and its far-reaching implications for 

the world economy, including major impacts on the markets for energy, industrial and 

agricultural commodities. 

• Slowing economic growth in key markets for the domestic export sector, including 

China, European Union (EU), United States (US) and United Kingdom (UK).  

• Continued disruptions to the global supply chains of several important industries.  

• The world economy’s expansion momentum has consequently weakened significantly 

and its growth prospects for the next couple of years have dimmed substantially.  

On the domestic front, the economy has also been dealt a series of harmful blows, 

including: 

• The devastating floods in parts of KwaZulu-Natal, which damaged critical infrastructure 

and business operations, affecting external trade in the process.  

• Very frequent loadshedding over prolonged time periods, which has been highly 

detrimental to the South African economy and society.  

• Strike actions in a number of critical sectors, including energy, transportation and 

mining. 

• Fast-rising prices at the producer and consumer levels, primarily but not exclusively 

driven by imported inflation, which are affecting the spending capacity and propensity 

of households and business enterprises. 

• More aggressive interest rate hikes as the SARB’s Monetary Policy Committee seeks to 

anchor inflation expectations. 

• Stubbornly high unemployment rates and the low probability of meaningful job 

creation materialising in the short-term. 

• Falling business and consumer confidence, as already captured in the respective 

indices for the second quarter of 2022, with adverse repercussions on spending, 

production and investment activity.  

• Increased uncertainty over the economy’s short-term prospects, with weaker rates of 

growth now anticipated and a technical recession in 2022 becoming a reasonable 

possibility.  

 

Economic recovery continued in Q1 2020, but likely to be short-lived  

South Africa’s real GDP expanded at a better than anticipated rate of 1.9% (quarter-on-

quarter) in Q1 2022. On an annual basis, the size of the domestic economy was 3.0% larger 

than 12 months earlier, and marginally higher (+0.5% as indicated on the chart below) than 

prior to the Covid-19 induced crisis.  

Solid rebound in domestic 

economic activity in Q1 2002  

Economic growth in 2022 likely 

to be significantly weaker than 

previously projected   

SA GDP in Q1 2022 marginally 

above pre-crisis levels 

Adverse developments 

globally having a negative 

bearing on SA’s growth 

prospects 

Multiple domestic factors 

stifling the SA economy’s 

performance  
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The expansion momentum was fairly broad-based, with 8 out of the 10 main sectors 

recording higher output. As shown in Figure 1, manufacturing was the top performer (4.9% 

increase in its real value-added in Q1 2022 compared to the previous quarter); followed by 

the trade, catering and accommodation sector (+3.1%); electricity, gas and water (+2.0%); 

and the transport and communication sector (+1.8%). However, their GDP in Q1 2022 

remained below the levels recorded in Q4 2019, prior to the Covid-19 pandemic. 

Disconcertingly, the construction sector’s GDP was 21.7% lower than pre-pandemic.    

Figure 1: A sustained recovery in Q1 2022 lifted real GDP to just above its pre-pandemic level 

 

 

Manufacturing: Higher manufacturing output was largely on the back of robust 

performances by sub-sectors such as transport equipment (its production volumes 

increased by 10.6% q-o-q in Q1 2022); chemicals, rubber and plastics (+7.6%); metals and 

machinery (+5.7%); as well as food and beverages (+5.0%), among others. Nevertheless, 

manufacturing GDP was still 1.6% lower compared to the pre-crisis level.  

Manufacturing activity came under considerable pressure in Q2 2022 due to adverse 

developments such as the flooding in KwaZulu-Natal during April; ongoing input supply 

shortages, particularly electricity; rising production costs; and concerns over demand 

conditions. The sharp drop in output in April 2022 (-5.4% m-o-m, and -7.8% y-o-y) was a 

clear reflection of the impact of negative developments. Furthermore, sentiment among 

manufacturers dropped to a reading of 29 points in Q2 2022, from 40 in the preceding 

quarter, bearing testimony to the challenging operating and trading environment. The 

sector is facing strong headwinds that will hinder its performance in the months ahead. 

Mining: This sector was largely unable to take full advantage of favourable developments 

in global commodity markets over the past 18 months as its output stabilised at pre-

pandemic levels. Sales revenues, however, increased on the back of rising commodity prices.  

The 1.1% contraction in mining GDP in Q1 2022 was the third consecutive quarterly decline, 

with the sharp drop in the output of PGMs (-12.2%), iron ore (-8.4%) and gold (-8.2%) as the 

main contributors. Although coal mining production increased by 6.2%, this sub-sector did 

not capitalise on stronger global demand and higher coal prices amid the energy crisis 

caused by the Russia-Ukraine conflict, as local logistical challenges hindered export flows.   

Agriculture: This sector has been the best performer over the past two years. Its real GDP 

in Q1 2022 was 19.3% higher than in Q4 2019, as relatively favourable weather conditions 

supported good harvests for several crops. Agricultural exports such as citrus, deciduous 

fruits, wine and maize benefitted from recovering global demand.   

Mining sector not taking full 

advantage of favourable 

developments in global markets 
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The uptick in economic activity in South Africa during Q1 2022 was underpinned by higher 

domestic demand, considering that net exports shaved off -0.3 of a percentage point from 

real GDP growth as demand for imports (+4.9%) outpaced the export performance (+3.9%).  

Figure 2: Domestic demand the driver behind GDP growth, with net-export growth negative 

 

 

 
 

 

Household consumption: Consumer spending increased by 1.4% q-o-q, with a strong 

rebound evident in durable goods, while expenditure on restaurants and hotels surged for 

the second consecutive quarter as households took advantage of less restrictive measures 

and special offers from the accommodation industry. However, the household spending 

momentum has been slowing and consumer sentiment dropped to a reading of -25 (the 3rd 

lowest on record) in Q2 2022, indicative of the worsening environment.   

Looking ahead, the steep rise in domestic inflation, with the petrol price at record highs and 

likely to rise further, alongside rapidly rising food prices, will put a damper on consumption 

spending. In addition, higher interest rates will also weigh on the willingness and ability of 

households to spend. Durable goods (e.g. motor vehicles, furniture) and semi-durable items 

(e.g. clothing, household textiles) could be most affected as spending on these categories 

tend to be more sensitive to interest rate movements. 

Government spending: Although consumption expenditure by government increased by 

1% in Q1 2022 (q-o-q), fiscal constraints may limit such spending in the months ahead in 

light of commitments in support of fiscal consolidation and debt sustainability. 

Fixed investment:  In Q1 2022, fixed investment expanded for the second quarter in a row 

(+3.6%; q-o-q), contributing 0.5 of a percentage point to overall GDP growth. Capital 

spending was predominantly on transport equipment (+13.5% growth q-o-q) and 

machinery and equipment (+5.4%). After five consecutive quarterly declines, a modest up-

tick (+2% q-o-q) was recorded in fixed investment in non-residential buildings, but 

investment spending on residential buildings and construction works declined. Despite this 

up-tick in capital spending, real fixed investment was still 8.8% below the pre-crisis level, 

indicative of a challenging investment environment and low investor sentiment. 

Gross fixed capital formation in the South African economy declined in six out of the past 

10 years. Capital outlays by the private sector, which accounts for approximately 70% of 

total fixed investment, increased at a relatively modest pace in the years leading up to the 

Covid-19 crisis. It fell sharply (-15.4%) in 2020, as shown in Figure 3, and was followed by a 

very marginal 0.1% increase in 2021. Factors underpinning this weak investment activity 

have included generally weak demand and therefore spare production capacity in many 

industries, serious infrastructure related constraints (particularly energy supply, transport 

and logistics), rising investment and production costs, as well as inadequate policy reforms. 
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Figure 3: Subdued growth in fixed investment spending over an extended period 

Insufficient investment in infrastructure has not only been stifling economic activity and 

hindering private sector fixed investment but will also constrain the economy’s growth 

potential in future years. 

Figure 4: Declining fixed investment in a challenging environment   

At a sector level, fixed investment spending in the manufacturing sector expanded at a fair 

pace of 5% per annum, on average, over the period 2010 to 2019, but fell sharply (-11.7%) 

in 2020 amidst the Covid pandemic and was followed by a further 6.1% drop in 2021 despite 

the rebound in overall manufacturing output.   

Figure 5: Sharply lower fixed investment activity in manufacturing and mining 
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From a global perspective, fixed investment spending in South Africa is very low when 

measured as a percentage of GDP. This ratio stood at 13.0% in 2021, an all-time low and 

only a fraction of the 30% targeted by the National Development Plan: Vision 2030.  

Figure 6: Investment activity in South Africa comparably low from a global perspective 

 

   Employment creation - a long way to recovery 

The weak performance and declining labour-intensity of the South African economy over recent 

years has been reflected in employment trends. Many companies have remained hesitant to employ 

additional staff under challenging operating and trading conditions as well as increased uncertainty.  

By Q1 2022, employment in the formal and informal sectors combined, which totalled 14.91 million 

people, was roughly 1.5 million lower (a 9.2% decline) than prior to the pandemic (Q4 2019), with 

all broad sectors of the economy recording lower employment levels. The unemployment rate 

decreased to 34.5%, from 35.3% in the final quarter of 2021, but remains extremely high. 

Figure 7: Employment levels still well below pre-pandemic levels across all broad sectors 

 

 

 

 

 

 

 

 

 

 

 

 

External trade:  Overall demand for imports of goods and services increased, in real terms, 

by a further 4.9% q-o-q in Q1 2022, following a surge of 8.9% in the final quarter of 2021. 

In nominal value terms, merchandise imports were 27.1% higher in Q1 2022 when compared 

to the equivalent period in 2021. Substantially higher international crude oil prices (these 

averaged USD97.5 per barrel in Q1 2022, up from an average of USD60.6 a year earlier) 
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underpinned a considerably larger oil import bill at R25.7 billion, compared to R16.6 billion 

in Q1 2021. In volume terms, however, crude oil imports declined by 6.7% over this period. 

Substantially higher oil prices are being reflected in record high domestic fuel prices and 

rising consumer price inflation to 6.5% by May 2022, its highest level in more than 5 years, 

with adverse consequences for consumption expenditure and the overall cost of doing 

business. 

Importantly, South Africa’s increased reliance on refined petroleum has resulted in imports 

of such products having surged by 76% (y-o-y) to R46.2 billion by Q1 2022. Combined, crude 

oil and refined petroleum accounted for 18% of the entire merchandise import basket. 

Exports of merchandise goods increased by 11.6% y-o-y in Q1 2022 to R459.1 billion (refer 

to Table 1 below). Mining and mineral exports expanded by a relatively modest 5.3%, 

following a strong surge in the preceding six quarters. Despite lower platinum prices, exports 

rose by 4.9% y-o-y, while substantially lower iron ore prices more than neutralised the 

modest rise in export volumes.  Consequently, iron ore exports tumbled by almost 19% in 

nominal value terms. Gold exports fell sharply (-28.7%) in Q1 2022 on the back of lower 

export volumes, since prices were 4.3% higher on an annual basis. 

Stronger global demand for coal, particularly in Europe, as the Russia-Ukraine conflict 

unfolded and sanctions were imposed onto Russia, were reflected in a massive 150% 

increase, year-on-year, in the nominal value of coal exports to R38.6 billion in Q1 2022, with 

volumes also higher. Nevertheless, South Africa’s coal exports are being affected by 

logistical challenges that are preventing the sector from taking full advantage of current 

coal market dynamics.    

The 8.9% increase in overall exports of manufactured goods in Q1 2022 was largely 

underpinned by substantially higher exports of petroleum products, basic chemicals, base 

metals, fabricated metal products, beverages, as well as paper and paper products. In turn, 

exports of parts and accessories for motor vehicles, other chemical products, some 

segments of the processed food sector, as well as agricultural machinery and equipment fell 

sharply in Q1 2022, compared to the same period a year earlier.  

With import growth exceeding export growth, the surplus on the balance of trade narrowed 

to R62.1 billion in Q1 2022, from R85.2 billion in Q4 2021. It was also a fraction of the all-

time high of R151.3 billion recorded in Q1 2021. The overall surplus on the current account 

of the balance of payments represented 2.2% of GDP in Q1 2022. 

Figure 8: Substantially lower trade surplus as global demand weakened 
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Adverse developments bringing forth considerable downside risks   

Major destabilising forces remain relentlessly at play and, in certain cases, have intensified. 

The world economy is once again under significant pressure and continues to suffer from a 

series of disrupting shocks. As alluded to in the opening paragraphs of this report and our 

Economic Overview released in May, these developments are slowing the global economy’s 

expansion momentum and raising the risks of a sharp moderation of growth or even 

outright recessionary conditions in some economies, including South Africa.  

Russia-Ukraine conflict is a persistent source of politico-economic instability  

With no end in sight for the military conflict between Russia and Ukraine and Western 

sanctions on Russia remaining in place or even tightening going forward, these warring 

countries’ exports of crude oil, natural gas, fertilisers, agricultural products (particularly 

grains and edible oils) and certain metals will continue being directly disrupted. Traded 

volumes in these commodities or products in international markets will thus remain 

significantly reduced.  

Fuel and food prices are therefore likely to remain at elevated levels, raising input and 

production costs for business enterprises and the costs of living for households the world 

over. With food security concerns rising, some countries have imposed export bans and 

restrictions, further constraining the supply of various food products and critical agricultural 

inputs. In addition, elevated prices for other industrial commodities are raising production 

costs in several manufacturing industries worldwide.  

Affected by the associated economic and geopolitical uncertainties, business confidence 

and investor sentiment have been tumbling around the globe. Persistent uncertainty caused 

by a protracted war and its repercussions for consumption demand, production activity and 

investment spending not only in the directly affected economies but across the world, are 

likely to engender a moderation in global trade growth. This poses downside risks for South 

Africa’s export-oriented economy, as elaborated upon in a later section of this report.  

Supply-chain pressures appear to be receding but remain elevated  

Developments regarding ongoing disruptions to global supply chains are particularly 

important, as they affect production activity and inflation dynamics. According to the Federal 

Reserve Bank (FRB) of New York’s composite global supply chain pressure index, current 

pressures remain significantly elevated, being more than three standard deviations above 

their pre-pandemic normal state. However, they appear to be receding. This index provides 

a relative measure of supply chain distress based on freight costs, producer price dynamics 

and indicators of manufacturing activity disruptions across global industrial value chains.  

Figure 9: Industrial supply chain pressures remain elevated globally and in industrialised economies, but appear to be receding  
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While still far from levels consistent with the normal operation of global supply chains, the 

global supply chain pressure index has receded from the historical peak reached in 

December 2021. The receding trend is likely to be further encouraged by the ramping up of 

industrial supply in China as the country relaxes the lockdowns associated with its zero-

Covid policy. Furthermore, this trend is likely to be further entrenched by reducing dry bulk 

shipping costs. However, declining global freight rates are not only indicative of ebbing 

supply chain pressures but possibly also of declining global trade volumes. 

From regional perspective, supply chain pressures in some of South Africa’s major trading 

partners, including the US, China, the Eurozone and the UK, have either peaked or are 

receding. While these signals of improving supply chain efficiencies are likely to contribute 

towards diffusing some of the inflationary pressures at play globally, they also highlight 

opportunities for the ramping-up of South African exports into these economies. 

Impact of higher commodity prices on the South African economy 

The steep decline in global dry bulk shipping costs, as shown in Figure 10, provides a signal 

that the commodity price cycle may have peaked amid growing downside risks to global 

growth.  

However, the sharp increase in energy prices induced by the Russia-Ukraine conflict, 

including those of oil, natural gas and thermal coal, has raised production costs and break-

even market levels across the suite of industrial commodities. Consequently, the downside 

risks to their prices are now expected to be generally limited for some time, despite the 

emerging  global economic risks associated with rising interest rates.  

This structural underpin for market prices implies that current volatility in industrial 

commodity prices is likely to be transitory, for elevated prices are likely to be sustained over 

the short- to medium-term due to higher operating costs across industrial commodity 

supply chains.  

Furthermore, clear upside risks prevail for brent crude oil and thermal coal prices amid 

pending embargoes on Russian crude oil (11% of global supply) and thermal coal (ca. 57% 

of European coal supply) supplies. This would reduce the scope for an alleviation of producer 

price inflation pressures across global industrial value chains. Given the positive relationship 

between producer and consumer inflation, this would imply that inflationary pressures 

globally and in South Africa could potentially remain sticky at elevated levels going forward. 

Figure 10: Commodity prices have receded from recent peaks   

 

The additional pressures emanating from a range of other commodities whose prices have 

spiked since the start of the Russia-Ukraine war are also likely to be with us for quite some 

time. These include the prices of specific agricultural commodities (particularly wheat, maize 
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and edible oil), fertilisers, base metals (particularly nickel, which has a marginal indirect 

impact on steel prices).  

The composite measure of agricultural commodity prices, as shown by the Bloomberg 

commodity index (see Figure 10 above), has receded slightly since it spiked early in 2022. 

However, a surge in global fertiliser prices due to higher natural gas and coal prices (both 

being key inputs for fertiliser production) could increase production risks across global and 

domestic agricultural supply chains and keep agricultural commodity prices high. 

Consequently, food inflation pressures are likely to remain elevated in the months ahead, at 

the very least.  

The adverse implications of these developments for South Africa’s near-term inflation 

dynamics are likely to weigh on its economic prospects. Furthermore, some of the positive 

terms of trade implications for the domestic economy associated with an elevated 

commodity price trajectory in the near- to short-term are anticipated to be counteracted by 

slowing economic activity both globally and domestically. 

Persistent inflationary pressures underscoring aggressive monetary policy stances  

Rising inflationary pressures in most of the world’s economies in recent times have been 

largely driven by sharply higher commodity prices, particularly oil prices but also those of 

other energy and agricultural commodities, ongoing disruptions to global supply chains 

and, in isolated cases (particularly the US), a degree of demand-side pressures.  

In most advanced economies, inflation rates have been at their highest levels since the 

1980s. Inflationary pressures in the US have been both of a cost-push and demand-pull 

nature, with consumer inflation reaching 8.6% in May 2022 (refer to Figure 11). Supply-side 

pressures have emanated from higher commodity prices, supply chain bottlenecks and 

relatively high wage increases in a labour market characterised by low unemployment. 

Domestic demand, in turn, has been robust due to the significant fiscal stimulation provided 

in 2020 and 2021, which raised the spending power of American households.  

Figure 11: Consumer prices have increased substantially over the past year in most economies 

 

In the Eurozone, inflationary pressures have largely emanated from the supply-side, with 

energy costs being the largest factor, followed by food prices and other supply chain 

challenges. With inflation at 8.8% in May 2022, households in the Eurozone are generally 

under strain, for they did not receive the kind of direct financial support that was afforded 

to US consumers. This is leading the bloc’s workers to demand wage increases to 

compensate for the higher cost of living. This trend is being supported by relatively tight 

labour markets, thus posing the risk of a wage-price inflation spiral. 

South Africa’s inflation trajectory, although also at a significantly more elevated level, has 

not been as high as in the US, the Eurozone and the UK. Nevertheless, with the petrol price 

at record highs and likely to increase further, alongside rapidly rising food prices, supply-

side pressures abound. 
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Inflation in China has remained modest (2.1% in May 2022) despite higher commodity 

prices. With a significant number of Chinese cities having been under quarantine, retail 

spending and industrial production activity declined substantially, limiting the ability to pass 

increased costs on to consumers.  

Figure 12: The Russia-Ukraine war has been driving food and energy price inflation higher 

 

Concerned with the threats posed by persistently high inflation and keen on bringing down 

inflation expectations, central banks around the globe have been tightening monetary policy 

by raising interest rates more aggressively than previously thought necessary.  

The Bank of England (BoE) was among the first major central banks to start raising interest 

rates in December 2021 and has rolled out a total of five 25 basis point (bps) increases thus 

far. The US Federal Reserve (Fed), in turn, implemented interest rate increases of 25 bps, 50 

bps and 75 bps since March 2022, an outcome of the late start. The markets expect the Fed 

to continue raising rates aggressively, potentially reaching 3.4% (average of Fed governors’ 

expectations) by the end of 2022, compared to 1.75% currently.  

The European Central Bank (ECB) opted not to raise interest rates in the first half of 2022 as 

inflation was seen as predominantly supply-side driven. However, it is now anticipated to 

increase interest rates in 25 bps increments during the second half of 2022 to reach 1.75%, 

from the current -0.5%.  

The South African Reserve Bank (SARB) started to raise interest rates in November 2021 

despite domestic inflation still being within the target band. By starting its monetary policy 

tightening relatively early, the SARB’s demonstrated its commitment to contain inflation 

expectations. Interest rates are likely to be increased further, possibly reaching 5.75% by the 

end of 2022 compared to 4.75% currently. 

Figure 13: Interest rates on the rise in an effort to bring down inflation  
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The ending of quantitative easing by major central banks and the tightening of monetary 

policy have been impacting financial markets across the world. Debt instrument yields have 

moved higher, with yields moving inversely to prices, raising borrowing costs for countries 

and corporates while inflicting losses on investors in these instruments.  

Rising interest rates and their adverse impact on the performance of economies and 

corporates have increased risk aversion prompting a flight of capital from risker asset 

classes, such as equities and crypto currencies, and markets, especially emerging markets. 

These shifts in global portfolios are also creating increased volatility in exchange rate 

markets with countries deemed to be riskier experiencing currency weakness. Financial 

market volatility is anticipated to persist until there is greater clarity on the future trajectory 

of inflation, interest rates and growth in major markets.  

Figure 14: Governments’ borrowing costs on the rise 

 

As global supply chain disruptions abate and demand conditions subside on the back of 

lower rates of growth in consumption spending and production activity, inflationary 

pressures should subside. This may provide space for incrementally less aggressive interest 

rate adjustments by many of the world’s central banks, which are also conscious of the 

possibility of dragging their economies towards a recession if monetary policy tightening 

proves excessive.   

Lower economic and trade growth globally will affect South Africa’s export performance 

The world economy’s expansion momentum is decelerating visibly after its strong post-

pandemic rebound. The principal contributing factors have been largely outlined in earlier 

sections of this report.  These are also engendering a moderation in the rate of growth in 

global trade, which the World Bank now expects to slow to 4.0% in 2022 (i.e. volume of trade 

in goods and non-factor services), from 10.3 % in 2021. A potential modest increase to 4.3% 

is projected for 2023 as some of the current constraints eventually ease. 

Such developments will affect South Africa’s own economic performance, particularly 

through their impacts on the country’s sizeable export sector. Merchandise exports 

amounted to approximately R1.82 trillion or ca. 29.4% of GDP in 2021, illustrating the 

openess of the economy.  

The value of merchandise exports in Q1 2022 was R459.1 billion, representing a nominal 

increase of 11.6% when compared to the preceding quarter (refer to Table 1 below). In terms 

of the principal export markets, the European Union took the lead, followed by the region 

covering  other member states of the Southern African Development Community (SADC). 

China, the United States and Japan were also among the top export destinations.  

Adverse developments slowing 

world trade growth, which is now 

projected at only 4% for 2022  

-2,0

0,0

2,0

4,0

6,0

8,0

10,0

12,0

1 2 3 4 5 6

2019

7 8 9 101112

|

1 2 3 4 5 6

2020

7 8 9 101112

|

1 2 3 4 5 6

2021

7 8 9 101112

|

1 2 3 4 5 6

2022

P
e
rc

e
n

ta
g

e

United States

Germany

Italy

South Africa

United Kingdom

Source: IDC, compiled using Bloomberg data

10-year Government bond yields (monthly average)

Last data point: June 2022



Highlights 

12 

 

Economic overview 

South Africa’s merchandise exports to the rest of the African continent increased robustly 

(+30.2% y-o-y) in Q1 2022 to R107.7 billion, with the majority (R92.9 billion) destined to the 

SADC region. Not only did manufactured goods represent 72.9% of South Africa’s 

merchandise export basket to countries elsewhere in Africa, but the continent also 

accounted for 38.2% of all of South Africa’s manufactured exports to the world in the three 

months to March 2022. 

Exports to the SADC region were dominated by products such as basic iron and steel, refined 

petroleum products, and motor vehicles. Other items also featured prominently in South 

Africa’s export basket to this regional bloc in Q1 2022, including agricultural products; 

mining and agricultural machinery and equipment; soaps, detergents and other household 

cleaning products; fertilizers; vegetable and animal oils and fats; as well as plastic products. 

Motor vehicles were the largest export category to the European Union in Q1 2022, while 

the export baskets to the United States, China, Japan and India were dominated by 

commodities. Close to 65% of South Africa’s total PGM exports were destined to the US and 

Japan, 37.7% of all coal exports were shipped to India, and China accounted for 47.9% of all 

iron ore exports during this quarter.    

Table 1: Export performance to key trading partners and the main export products 

 

Forecasts for world economic growth have been lowered to 2.9% for 2022 and to 3.0% for 

2023, according to the World Bank’s June 2022 Global Economic Prospects report, with some 

of the headwinds such as high commodity prices and continued monetary policy tightening 

expected to persist into next year.  

However, this outlook is subject to various downside risks that could further dampen the 

macroeconomic expectations. These include the possibility of an intensification in 

geopolitical tensions, longer-lasting supply chain disruptions, a more significant slowdown 

of China’s economy, higher commodity prices and more aggressive monetary policies.   

The downward revisions to growth forecasts for South Africa’s key export markets over the 

period 2018 to 2021 are indicated in Figure 15 below. Lower growth expectations for 5 out 

of the 7 principal export markets – namely the Eurozone, US, China, Japan and India – which 

accounted for 43.4% of the total merchandise export basket over the abovementioned 

period, point to a potentially significant negative impact on South Africa’s export 

performance in 2022 as external demand for some of its traded goods is reduced. The 

exceptions are Sub-Saharan Africa, which is the largest export market, as well as the United 

Arab Emirates, whose projected growth rates remain unchanged or are marginally higher 

largely due to sharply higher oil prices.     

South Africa's merchandise exports (Rand billions) 

Region/country 
Q1 2021 

(R bn) 

Q1 2022 

(R bn) 

%  

change 

Key export products and their % shares of the export baskets to the respective 

countries in Q1 2022 (at the 4-digit SIC level) 

European Union 86.0 97.4 +13.2% Motor vehicles (22.5%); Iron ore (8.2%); Agricultural products (7.5%) 

SADC 72.8 92.9 +27.6% Iron & steel (7.4%); Petroleum products (7.0%); Motor vehicles (4.5%) 

China 58.1 42.3 -27.2% Iron ore (36.5%); Other mining (e.g. chrome) (34.5%); Iron & steel (9.7%) 

United States 40.3 39.4 -2.1% PGMs (51.4%); Iron & steel (7.6%); Basic non-ferrous metal products (5.9%) 

Japan 26.1 33.5 +28.4% PGMs (67.8%); Basic non-ferrous metal products (6.8%); Motor vehicles (6.2%) 

India 11.6 21.9 +88.3% Coal (66.5%); Other mining (e.g. chrome) (10.3%); Pulp & paper (6.6%) 

Africa (excl. SADC) 9.9 14.8 +49.5% Coal (29.6%); Motor vehicles (8.0%); Agricultural products (5.2%) 

Other 106.7 116.9 +9.5% Gold (16.3%); PGMs (15.4%); Coal (10.7%); Agricultural products (8.7%) 

Total exports 411.5 459.1 +11.6% PGMs (14.5%); Coal (8.4%); Motor vehicles (8.4%); Mining (e.g. chrome) (7.7%) 

Source: IDC, compiled using SARS data 
 

Note: At 4-digit SIC (Standard Industrial Classification) level, 140 sectors are covered 

Downside risks to global 

growth abound 

World economic growth 

lowered to 2.9% for 2022 

SA’s export basket to the rest of 

Africa is diversified, consisting 

largely of manufactured goods 

5 out of 7 principal external 

markets for SA exports 

have had their economic 

growth projections lowered  
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Figure 15: Slowing economic momentum for South Africa’s key export markets anticipated in 2022 

  

Infrastructure constraints are seriously hindering South Africa’s economic performance  

The country’s failure to embrace and implement effective solutions to its economic 

infrastructure capacity constraints, particularly with regard to energy generation capacity 

and reliability of supply, has consistently weighed on the economy’s current and potential 

growth prospects. Furthermore, the sustained underperformance of South Africa’s freight 

rail and port logistics capacity to handle export and import trade, which was aggravated by 

the damage to such infrastructure caused by the recent floods in KwaZulu-Natal, has 

compounded the opportunity costs for the economy.  

The recent deterioration in both the generating capacity and reliability of supply of 

electricity, through an increased incidence and intensity of power outages (loadshedding) 

by Eskom, is weighing heavily on South Africa’s economic performance.  

While the recent escalation of the energy crisis was precipitated mainly by illegal industrial 

action by workers at the power utility, the associated economic costs, both direct and 

indirect, represent a significant drag on domestic economic activity. Unverified estimates of 

the direct economic impact of loadshedding range from a R0.68 billion reduction in GDP 

per day under stage 2 to R2.9 billion under stage 6. The indirect ramifications of South 

Africa’s energy crisis take the economic costs to unthinkable levels. 

The underperformance of South Africa’s freight export rail capacity has weighed significantly 

on the export sector, resulting in missed opportunities to sustain or capture higher shares 

of expanding world trade. The associated cost has been estimated at more than 15.7 billion 

tons in freight export volumes in 2021. This translates to a total opportunity cost to the 

economy of more than R35 billion in potential export earnings.  

Furthermore, the successful implementation of structural policy interventions such as 

operation Vulindlela, which aim to enhance South Africa’s overall logistics performance by 

boosting the utilisation of underused freight rail capacity, is being plagued by the damage 

United States 

Share of SA export basket: 8.4% 

Forecasts: GDP growth 

 2022: 2.5% (previous: 3.7%) 

2023: 2.4% (previous: 2.6%)  

China 

Share of SA export basket: 10.7% 

Forecasts: GDP growth 

 2022: 4.3% (previous: 5.1%) 

2023: 5.2% (previous: 5.3%)  

Japan 

Share of SA export basket: 5.3% 

Forecasts: GDP growth 

 2022: 1.7% (previous: 2.9%) 

2023: 1.3% (previous: 1.2%)  

Eurozone 

Share of SA export basket: 15.0% 

Forecasts: GDP growth 

 2022: 2.5% (previous: 4.2%) 

2023: 1.9% (previous: 2.1%) 

Sub-Saharan Africa 

Share of SA export basket: 22.6% 

Forecasts: GDP growth 

 2022: 3.7% (previous: 3.6%) 

2023: 3.8% (previous: 3.8%)  

India 

Share of SA export basket:  4.0% 

Forecasts: GDP growth 

 2022: 7.5% (previous: 8.7%) 

2023: 7.1% (previous: 6.8%) 

United Arab Emirates 

Share of SA export basket: 1.9% 

Forecasts: GDP growth 

 2022: 4.7% (previous: 4.6%) 

2023: 3.4% (previous: 2.9%) 

Source: IDC compiled, using SARS data and World Bank Global Economic Prospects June 2022 data 

Growth prospects for South Africa’s key export markets by countries/regions  

Note: Shares of South Africa’s export basket based on average merchandise exports for the period 2018-2021 
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caused by increasing cable theft by sophisticated criminal syndicates. Transnet’s constrained 

financial capacity and inability to deal with persistent inefficiencies, the growing plague of 

economic sabotage and the damage caused by the devastating floods in KZN are weighing 

heavily on the economy’s performance and growth potential. 

Moreover, the country’s worsening infrastructure challenges are imposing heavy pressures 

on its inflation dynamics, impacting on food security by affecting agricultural value chains, 

reducing the competitiveness of its products and services both in global and local markets, 

and are tarnishing South Africa’s attractiveness as an investment destination. 

Potential effects on South Africa’s production base 

The various developments outlined in this report are expected to affect the production base 

of the South African economy in multiple ways. The impacts are likely to differ significantly 

across industries or sectors and generally tend to be of an adverse nature, as indicated in 

Table 2, but development opportunities may also emerge. 

Table 2: South African sectors/industries impacted significantly by recent global and domestic developments 

Global / domestic 

development 

Sectors / industries 
 

Adversely affected to a substantial extent 
 

Potentially positively impacted 

 

High/rising production/input costs: 

 

High fuel prices (oil, gas, 

coal) 

• Transportation (public, goods, air transport) 

• Energy (coal- and diesel-fired power stations) 

• Mining (esp. deep level mining such as gold, 

platinum) 

• Automotive (internal combustion engine motor 

vehicles) 

• Chemicals (particularly oil-based refined 

petroleum products (margins); plastics)  

• Textiles and clothing (synthetic materials based) 

 

• Energy (renewable energy and storage)  

• Automotive (new energy vehicles; fuel 

efficient vehicles)  

• Chemicals (coal-based refined 

petroleum products) 

 

High fertiliser prices  • Agriculture (esp. field crops such as maize, wheat, 

cotton, soyabeans; small-scale agriculture) 

• Livestock (pork and chicken production). 

• Agro-processing 

• Chemicals (fertiliser blending industry - ammonia, 

phosphate and potash) 

 

• Organic farming 

High wheat & other 

agricultural commodity 

prices 

• Agro-processing (wheat-based products, 

particularly bread, cereals, pasta) 

• Livestock 

 

• Agriculture (maize) 

• Agro-processing (maize and other non-

wheat-based carbohydrate products) 

Rising interest rates • Agriculture 

• Durable goods industries (e.g. motor vehicles, 

furniture) 

• Semi-durable goods industries (e.g. clothing, 

household textiles) 

• Machinery and equipment 

• Financial services (NPLs, demand) 

 

• Financial services (margins) 

Supply chain disruptions / challenges:  

 

Shortages of critical input 

products/materials (semi-

conductors, wire harnesses, 

etc.) in world markets 

• Electronics and appliances 

• Automotive   

• Solar panel manufacturing 

• Semi-conductor industry 

• Tooling industry 

• Wiring harness 

Shortages of specific 

agricultural import products 

in world markets due to 

conflict in Ukraine (e.g. 

wheat, edible oils) 

• Agro-processing (wheat-based products such as 

bread, cereals, pasta; edible oils-based food 

processing)  

• Agriculture (citrus and deciduous fruits) 

• Agriculture (maize, canola, soyabean 

and sunflower farming) 

• Agro-processing (maize and other non-

wheat-based carbohydrate products; 

edible oil production based on canola, 

soyabean and sunflower) 
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Increased global shipping 

costs and delivery delays 

• Agriculture (export-oriented segments) 

• Agro-processing (import-dependent segments)  

• Fertilisers 

• Electronics 

• Mining (export-oriented segments) 

• Petroleum products 

• Retailers (increased stock holding) 

 

• Air freight 

• Warehousing 

• Ship operators and brokers 

Damage to domestic 

transport & logistics 

infrastructure (incl. damage 

due to floods in KZN) 

• Mining (export-oriented industries) 

• Manufacturing (export-oriented industries) 

• Agriculture (export-oriented industries) 

• Rail and pipeline transport 

• Warehousing 

 

• Road transport. 

Reduced demand / opportunities in key external markets: 

 

United States and 

Europe 

• Mining (PGMs; iron ore; diamonds) 

• Basic metals (downstream primary and fabricated 

metals) 

• Automotive (motor vehicles, parts and accessories) 

• Agriculture (fresh fruit; wine) 

• Chemicals  

 

• Mining (coal) 

China • Mining (iron ore, manganese, chrome, copper) 

• Livestock (wool)  

• Paper products 

 

• Basic metals (downstream metals 

fabrication) 

Reduced household demand in the domestic market 

 

 • Household appliances and electronics equipment 

• Automotive (passenger vehicles) 

• Motor trade (vehicle sales and servicing) 

• Furniture 

• Clothing (high-end clothing items) 

• Agro-processing (high-end food products) 

 

• Clothing (budget clothing items) 

• Agro-processing (budget food 

brands/products) 

Escalation of power outages (loadshedding) 

 

 • Mining 

• Smelting and extrusion industries 

• Chemicals (including glass products) 

• Paper products 

  

• Electrical equipment (generator 

products; ancillary electrical products) 

• Embedded generation scale renewable 

energy products and services 
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