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New York, July 17, 2013 -- Moody's Investors Service has today affirmed the Baa1/(P)Prime-2 government debt
ratings of the Republic of South Africa and maintained the negative rating outlook.

The key drivers for maintaining the government ratings are:

1) Stricter public spending discipline, which Moody's expects will keep South Africa's government debt metrics at
levels comparable to those of its peers in the A3-Baa2 rating range.

2) The incorporation of the National Development Plan (NDP) into existing budget execution structures following
the plan's adoption by the African National Congress (ANC) during its National Conference in December.

3) Comprehensive initiatives comprising policies aimed at achieving financial and labour market stability.

The drivers for maintaining the negative rating outlook are:

1) Continued socio-political pressures on the macroeconomic policy framework headed into next year's
parliamentary election against a backdrop of slow growth; and

2) The weakened outlook for the mining sector, which is the country's largest single employer and main source of
foreign-exchange earnings.

RATIONALE FOR AFFIRMING THE Baa1/(P)P-2 GOVERNMENT BOND RATINGS

The first driver underlying Moody's decision to affirm South Africa's Baa1/(P)P-2 sovereign ratings is the
government's renewed commitment to spending restraint, which was evidenced in the last two major budget
statements in October 2012 and February 2013. The spending ceiling is now a firmly entrenched anchor for fiscal
policy, given the authorities' efforts to adjust to lower economic growth and budget revenues compared with pre-
crisis levels. As a result, South Africa's medium to longer-term budget plans include cutbacks in spending growth
that will allow the re-emergence of primary surpluses and the fulfilment of the second key anchor for fiscal policy --
namely, the stabilization of government debt. The government's target is for direct debt to stabilize at levels low
enough (approximately 40%-45% of GDP) to allow the debt ratio, including contingent liabilities, to remain close to
50% of GDP before declining again thanks to primary surpluses. At these levels, South Africa's debt would remain
comparable to that of its peers in the A3-Baa2 indicative rating range, as determined by Moody's sovereign bond
methodology.

The second driver for Moody's affirmation of South Africa's Baa1/(P)P-2 ratings is the government's adoption and
initial implementation of the National Development Plan (NDP), which aims to reduce poverty and inequality over
the coming decades, after the ANC rejected the idea of nationalizing the mining and other sectors during its
National Conference in December last year. As part of the government's efforts to integrate the NDP directly into
the budget, it is redistributing budgetary allocations between and among spending departments in order to remain
within the overall spending framework. Moody's notes that the plan's comprehensive implementation framework
and enhanced oversight suggest that progress towards the plan's goals is potentially achievable and are therefore
supportive of the Baa1 rating.

The third driver for affirming South Africa's Baa1/(P)P-2 sovereign ratings takes into account the introduction of
two new macroprudential policy initiatives that are designed to strengthen financial and labour market stability. The
first is pending legislation that provides for the delegation of additional responsibilities to the South African Reserve
Bank (SARB) and the involvement of both the regulator and the National Treasury as observers. Moody's
assesses the plan to broaden supervision to include additional points of view as potentially credit positive,
assuming that the SARB's independence is assured.

The second framework agreement has been drawn up by South Africa's stakeholders -- i.e., companies, unions,
labour federations, government -- involved in contract negotiations in the mining industry, at the behest of the



Deputy President. Moody's understands that oversight of the involved parties' compliance with this agreement will
carry presidential-level authority. If employers and workers were to abide by the agreement, Moody's would
expect the mining industry to experience fewer labour disputes resulting in work stoppages and increased
dialogue over grievances. Already this year strikes have been of relatively shorter duration, with violence mostly
being contained. A continuation of this trend would gradually ease some of the societal divisions that emerged after
last year's violent wildcat strikes in the sector.

RATIONALE FOR MAINTAINING THE NEGATIVE OUTLOOK

The first driver underlying Moody's decision to maintain a negative outlook on South Africa's Baa1 sovereign
ratings is the agency's expectation that strong socio-political pressures will continue to be exerted on the
macroeconomic policy framework in advance of next year's national and provincial elections, although
policymakers have been resistant thus far to easing fiscal or monetary policy and have reiterated their
commitment to maintaining strict spending discipline and reducing government debt. Should this spending
commitment falter, downward rating pressures would intensify.

The second driver is the weakened outlook for the mining sector, which is the country's largest employer and
source of foreign-exchange revenues. The industry's fate in South Africa has been negatively affected by the
recent collapse of both gold and platinum prices and also by the dwindling feasibility of many of the country's gold
mines given the cost of production in ever-deeper mine shafts.

WHAT COULD MOVE THE RATING UP/DOWN

Moody's could move South Africa's rating outlook to stable from negative if the government were to maintain its
commitment to its spending ceilings, thereby reducing its debt ratios over the medium term. An additional
consideration that could lead to stabilising the rating outlook would be the successful implementation of the new
labour-relations framework in the mining industry, which would improve the investment climate in that vital sector
and lead to stronger growth.

Conversely, Moody's could downgrade the ratings in the event of a negative trend in the government's fiscal and
debt trajectory, leading to a sustained weakening of its financial metrics, and/or heightened socio-political unrest
that would cloud the country's prospects for economic growth and financial stability.

The principal methodology used in this rating was Sovereign Bond Ratings published on Sep-2008. Please see the
Credit Policy page on www.moodys.com for a copy of this methodology.

GDP per capita (PPP basis, US$): 10,960 (2011 Actual) (also known as Per Capita Income)

Real GDP growth (% change): 2.5% (2012 Actual) (also known as GDP Growth)

Inflation Rate (CPI, % change Dec/Dec): 5.7% (2012 Actual)

Gen. Gov. Financial Balance/GDP: -4.4% (2012 Actual) (also known as Fiscal Balance)

Current Account Balance/GDP: -6.3% (2012 Actual) (also known as External Balance)

External debt/GDP: 35.8 (2012 Actual)

Level of economic development: Moderate level of economic resilience

Default history: At least one default event (on bonds and/or loans) has been recorded since 1983.

On 16 July 2013, a rating committee was called to discuss the rating of the South Africa, Government of. The main
points raised during the discussion were: The issuer's economic strength has not materially changed. The issuer's
governance and/or management, have materially increased. The issuer's fiscal or financial strength, including its
debt profile, has materially decreased. The issuer's susceptibility to event risk has not materially changed.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating



action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S



CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE
ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S
from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as
well as other factors, however, all information contained herein is provided "AS IS" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient
quality and from sources Moody's considers to be reliable, including, when appropriate, independent third-party
sources. However, MOODY'S is not an auditor and cannot in every instance independently verify or validate
information received in the rating process. Under no circumstances shall MOODY'S have any liability to any
person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error
(negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any of
its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use,
any such information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as, statements of opinion
and not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the
information contained herein must make its own study and evaluation of each security it may consider purchasing,
holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS,
COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR
MANNER WHATSOEVER.

 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."
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For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or
Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to "wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are
accessing the document as a representative of, a "wholesale client" and that neither you nor the entity you
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of
section 761G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to
retail clients. It would be dangerous for retail clients to make any investment decision based on MOODY'S credit
rating. If in doubt you should contact your financial or other professional adviser.


