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     Rating and Investment Information, Inc. (R&I) has announced the following:

RATIONALE:

R&I Affirms A-/A/a-1, Stable: Republic of South Africa

ISSUER: Republic of South Africa
Foreign Currency Issuer Rating: A-, Affirmed
Rating Outlook: Stable

Domestic Currency Issuer Rating: A, Affirmed
Rating Outlook: Stable

Foreign Currency Short-term Debts: a-1, Affirmed

     While being one of the world's leading mining resource suppliers, South Africa has also developed 
various industries including automobile manufacturing. Its gross domestic product (GDP) is equivalent in 
scale to about one quarter of the entire African continent's GDP. The country's per capita GDP, though 
being affected by the depreciation of its currency, is around US$8,000. Due to slowing demand from 
abroad, its economic growth has been below the Government's expectations and stayed modest, having 
affected the recent forecasts of fiscal deficit reduction. Nevertheless, the Government debt level relative to 
the rating will likely remain within R&I's expectations. Although the current account deficit is swelling 
temporarily, it is financed stably. While National General Elections will be held in 2014, R&I holds the view 
that the stability of its fiscal and monetary policy, a positive factor in R&I's evaluation, will be maintained. 
In light of these factors, R&I has affirmed South Africa's Foreign and Domestic Currency Issuer Ratings.
     The Rating Outlook is Stable. The rating should come under downward pressure, however, if the 
economic recovery continues to be slower than the Government's expectations and fiscal prospects 
deteriorate further. As the economic recovery is not proceeding as anticipated, it is becoming more 
essential for the ruling party to leverage its overwhelming political superiority in carrying out constructive 
policies.
     In 2012, South Africa's growth rate fell below the year earlier level, as exports remained sluggish due 
to the slowdown in overseas economies and domestic consumption was weak. The Government currently 
forecasts the economy will recover to a growth rate of 3.8% through 2015, a more modest forecast than 
the previous one. In the FY2013 (ending March 2014) budget, real GDP is projected to grow 2.7% in 2013 
in anticipation of solid investments and a recovery in overseas economies. However, the start was rather 
disappointing, with 1.9% year-over-year growth for 1Q.
     The fiscal deficit of Consolidated Government for FY2012 had been estimated at 4.6% of GDP at the 
time of budgeting, but reportedly ended up being 5.2% of GDP, impacted by lower-than-expected tax 
revenues and a downward revision of GDP. The Government projects the fiscal deficit of 4.6% of GDP for 
FY2013, aiming to reduce it to 3.1% of GDP in FY2015, the final year of the forecast period. The 
touchstone issue will be whether the economy recovers as anticipated by the Government, and civil 
servant wages, which had risen at double-digit rates on a nominal basis, can be held to around 6% 
increases as envisaged.
     The central government debt is projected to rise to 44.6% of GDP, or 40.3% on a net debt basis 
excluding cash balance, through FY2015. Meanwhile, its debt management policy is sound. The average 
term to maturity for its domestic debt portfolio has been lengthened to 11.7 years as of end-FY2012. 
     The current account deficit for 2012 expanded to 6.3% of GDP, and the Government projects the same 
level of deficit for the forecast period. While the trade deficit will likely decrease modestly going forward, 
attention should also be paid to domestic supply factors, such as the mining sector where a large-scale 
strike dampened production and exports significantly in 2012. As the share of non-residents in 
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government bond holdings is increasing, the income balance deficit is expected to remain high. Although 
South Africa's current account deficit is financed mainly by securities investments, sufficient funds have 
been attracted on the back of mature capital market infrastructure including regulatory environment. 
Equity investment entails the characteristics of direct investment to a certain extent. Inward bond 
investment by non-residents is also expected to be held steadily in the medium to long term amid the 
continuing low interest rate environment in developed countries, although the volatility is temporarily 
elevated in the market.
     Reserves including gold were US$50.3 billion as of end-April 2013. While South Africa had 
accumulated reserves on the back of solid capital inflows, the amount has leveled off since 2011 due 
partly to fluctuations in gold prices and forex rates. Given that the amount stood at 1.8x of short-term 
external debt as of end-2012, however, there are few concerns about external liquidity. The total external 
debt, including that of the private sector, was 36% of GDP as of end-2012.
     President Jacob Zuma was reelected as leader of the ruling African National Congress (ANC) at its 
five-yearly National Conference, which means he will most likely be reelected as president after National 
General Elections in 2014. The ANC's overwhelming presence in South Africa's politics will not change in 
the near term. R&I also does not expect discontinuation of policies implemented thus far.

     The primary rating methodologies applied to this rating are provided at "R&I's Analytical Approach to 
Sovereigns" and "R&I's Analytical Approach to Short-Term Ratings". The methodologies are available at 
the web site listed below, together with other rating methodologies that are taken into consideration when 
assigning the rating.
     http://www.r-i.co.jp/eng/cfp/about/methodology/index.html

R&I RATINGS:
ISSUER: Republic of South Africa

Foreign Currency Issuer Rating
RATING: A-, Affirmed
RATING OUTLOOK: Stable

Domestic Currency Issuer Rating
RATING: A, Affirmed
RATING OUTLOOK: Stable

Foreign Currency Short-term Debts
RATING: a-1, Affirmed
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