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Rating Rationale 
• Fitch Ratings revised the Outlook on South Africa’s ratings to Stable from 

Positive on 18 June, reflecting a re‐assessment of the country’s medium‐term 
growth potential as supply‐side constraints became more apparent and 
international economic and financial conditions became more challenging. 

• Severe and unplanned disruptions to energy supply slowed growth momentum 
significantly in Q108. More generally, growth is slowing due to the impact of 
rising interest rates and food and fuel prices on consumer demand. The public 
investment programme will continue to underpin demand growth. However, 
electricity supply constraints will limit growth potential until at least the end of 
the decade. 

• Inflationary pressures worsened over the past year due to global food and fuel 
prices, a weaker currency and strong consumer demand pressures until the end 
of 2007. Given the rise in electricity tariffs in June and higher wage 
expectations, inflation is unlikely to get back on target until towards the end of 
2010. This means that interest rates (which have increased by 500 basis points 
since June 2006) will need to remain higher for longer than previously expected 
in order to anchor inflation expectations. 

• The current‐account deficit will remain large, in the range of 7%‐8% of GDP, due 
to strong imports for capital investment and high fuel prices. The domestic 
energy shock and increased political uncertainty have worsened already weak 
global sentiment, resulting in a net portfolio outflow in the first six months of 
the year and weakening the currency; the potential for downward pressure on 
the currency remains. A negative ZAR shock at a time of high inflation could 
exacerbate the risks of a hard landing. 

• Fitch expects a much higher reliance on borrowing by the private sector and 
public corporations to finance the current account deficit, resulting in a 
worsening of gross and net external debt ratios. Nevertheless, debt ratios are 
starting from a comfortable position and provide support to the rating. 

• The worsening growth outlook and cost pressures will have a negative impact on 
the 2008 budget, but public debt ratios continue to decline. In support of the 
state‐owned power utility Eskom’s massive capital expenditure programme, the 
government has committed ZAR60bn (2.7% of 2008 GDP) over five years to allow 
Eskom to borrow based on the strength of its balance sheet. There are further 
fiscal risks due to rising costs and a lower electricity tariff increase than Eskom 
requested. However, due to the sound position of its public finances, the 
government is well placed to provide additional support if needed. 

• Although there is unlikely to be a fundamental shift in policy, political uncertainty 
due to the transition to a new ANC leadership, as well as the impending corruption 
trial of the ANC president, Jacob Zuma, are likely to affect investor sentiment until 
at least after the general elections in April 2009 and the trial. 

Key Rating Drivers 
• South Africa’s sound fundamentals in terms of strong public finances, higher 

reserves, moderate external debt and the flexible exchange rate and inflation‐ 
targeting framework leave the country well placed to manage the impact of 
adverse shocks. A positive rating action will depend on a reduction of inflation and 
return to a more sustainable growth path. The massive public investment 
programme underway will enable the country to ease some of the structural 
constraints to growth and eventually adjust to a higher growth trajectory. 
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Key Indicators for South Africa 
Population (2007 e ): 48.5m Population growth rate (2002‐2007 e ): 0.8% p.a. 
GDP (2007 e ):USD282.8bn GDP per head at market exchange rates (2007 e ): USD5,910 
GNI per head at purchasing power parity (2006): USD11,710 (= 26% of USA level) 
Modern sovereign rescheduling history: 1985 moratorium on bank debt. Affected rescheduled debt in 1986, 1987, 1989 and 1993. 

2004 2005 2006 2007 2008 e 2009 f 2010 f 

Domestic economy and finance 
Real GDP growth (%)  4.9  5.0  5.4  5.1  3.7  3.8  4.2 
Unemployment  (% of labour force)  26.2  26.7  25.5  23.5  23.0  22.5  22.0 
Consumer prices (annual average % change)  4.3  3.9  4.6  6.5  10.5  8.0  7.0 
Gross domestic savings (% of GDP)  18.2  17.9  18.0  18.3  17.1  15.3  14.2 
Gross domestic investment (% of GDP)  18.6  18.7  21.3  21.5  24.0  25.4  27.3 
Short‐term interest rate (%) a  7.5  7.0  9.0  11.0  12.5  12.0  10.0 
Broad money (% change Dec to Dec)  8.8  19.9  21.2  20.2  20.0  18.0  16.0 
ZAR per USD (annual average)  6.46  6.36  6.77  7.05  7.50  8.10  8.25 
REER (CPI, 2000=100)  107.6  108.5  104.2  95.1  87.0  85.0  83.0 
REER: % change (+ = appreciation)  10.5  0.8  3.9  8.7  8.5  2.3  2.4 
Public finances 
General government balance (% of GDP)  2.1  0.2  0.4  1.4  0.5  0.3  0.1 
General government debt (% of GDP)  35.1  33.4  30.5  26.8  24.8  22.7  20.9 
General government debt maturities (% of GDP) b  4.2  3.9  3.4  3.9  3.5  3.3  3.0 
General government debt/revenue (%)  104.8  91.9  86.1  74.5  68.4  61.0  54.7 
Interest payments/revenue (%)  10.6  9.4  8.5  7.4  6.2  5.5  4.8 
Balance of payments 
Current account balance (USDbn)  7.0  9.7  16.5  20.6  21.9  22.6  22.9 
Current account balance (% of GDP)  3.2  4.0  6.4  7.3  7.4  7.5  7.0 
Current account balance plus net FDI (USDbn)  7.6  4.1  23.2  18.0  18.4  20.6  20.9 
Current account balance plus net FDI (% of GDP)  3.5  1.7  9.0  6.4  6.2  6.8  6.4 
Gross financing requirement (% of official reserves) c  132.8  82.8  89.8  87.5  72.8  69.5  62.6 
Current external receipts CXR (USDbn)  61.4  71.3  82.1  96.6  110.4  127.1  145.4 
Current external receipts CXR (Annual % change)  22.6  16.1  15.1  17.7  14.4  15.1  14.4 
Current external payments CXP (USDbn)  68.4  81.0  98.5  117.2  132.4  149.7  168.3 
Current external payments CXP (annual % change)  31.6  18.4  21.6  18.9  13.0  13.1  12.5 
External assets and liabilities 
Gross external debt (USDbn)  52.7  56.1  67.7  83.5  101.8  119.1  136.6 
Gross external debt (% of GDP)  24.4  23.2  26.3  29.5  34.2  39.4  41.9 
Gross external debt (% of CXR)  85.7  78.7  82.5  86.5  92.2  93.7  93.9 
Net external debt (USDbn)  0.5  4.2  4.2  12.2  1.4  13.6  26.2 
Net external debt (% of GDP)  0.2  1.7  1.6  4.3  0.5  4.5  8.0 
Net external debt (% of CXR)  0.7  5.9  5.2  12.6  1.3  10.7  18.1 
Public external debt (USDbn)  29.1  29.8  31.0  36.9  40.0  43.1  46.3 
Public external debt (% of GDP)  13.5  12.3  12.0  13.1  13.4  14.2  14.2 
Net public external debt (% of CXR)  23.4  12.8  6.5  4.1  3.5  2.9  2.9 
Public FC‐denominated & FC‐indexed debt (USDbn)  14.6  13.8  15.6  20.8  21.4  22.8  24.3 
Short‐term external debt (% of gross external debt)  15.0  17.3  22.6  19.8  17.2  15.5  14.3 
External debt service (% of CXR)  9.4  7.0  6.8  5.9  5.5  5.1  4.0 
External interest service (% of CXR)  3.6  3.6  4.3  4.1  3.7  3.1  2.8 
Liquidity ratio (%) d  154.4  171.7  166.3  133.3  153.4  150.3  153.4 
Official international reserves including gold (USDbn)  14.7  20.6  25.6  32.9  36.2  39.3  42.1 
Official international reserves in months of CXP cover  2.6  3.1  3.1  3.4  3.3  3.2  3.0 
Official international reserves (% of broad money)  10.6  13.9  15.7  16.4  17.7  16.7  15.6 
a Central Bank policy rate (end year) 
b Maturities of medium‐ and long‐term debt during year plus short‐term debt outstanding at the beginning of the year 
c Current account balance plus amortisation of medium‐ and long‐term debt, over official international reserves 
d Official reserves incl. gold plus banks’ foreign assets/Debt service plus liquid external liabilities



Sovereigns 

Republic of South Africa 
July 2008  3 

Peer Comparison 

Net External Debt 
% of CXR 

40.0 

20.0 

0.0 

20.0 

40.0 

60.0 

80.0 

19
97
 

19
98
 

19
99
 

20
00
 

20
01
 

20
02
 

20
03
 

20
04
 

20
05
 

20
06
 

20
07
 

20
08
 

20
09
 

Current Account Balance 
% of GDP 

8.0 
7.0 
6.0 
5.0 
4.0 
3.0 
2.0 
1.0 
0.0 
1.0 
2.0 

19
97
 

19
98
 

19
99
 

20
00
 

20
01
 

20
02
 

20
03
 

20
04
 

20
05
 

20
06
 

20
07
 

20
08
 

20
09
 

General Government Debt 
% of GDP 

0.0 

10.0 

20.0 

30.0 

40.0 

50.0 

60.0 

19
97
 

19
98
 

19
99
 

20
00
 

20
01
 

20
02
 

20
03
 

20
04
 

20
05
 

20
06
 

20
07
 

20
08
 

20
09
 

General Government Balance 
% of GDP 

5.0 

4.0 

3.0 

2.0 

1.0 

0.0 

1.0 

2.0 

19
97
 

19
98
 

19
99
 

20
00
 

20
01
 

20
02
 

20
03
 

20
04
 

20
05
 

20
06
 

20
07
 

20
08
 

20
09
 

International Liquidity Ratio, 2007 
% 

0.0  100.0  200.0  300.0  400.0 

Latvia (BBB+) 

Hungary (BBB+) 

Median 

South Africa (BBB+) 

Mexico (BBB+) 

Russian Federation 
(BBB+) 

Thailand (BBB+) 

GDP per capita Income, 2007 e 

At market exchange rates, USA=100 

0.0  10.0  20.0  30.0 

Thailand (BBB+) 

Median 

South Africa (BBB+) 

Russian Federation 
(BBB+) 

Mexico (BBB+) 

Latvia (BBB+) 

Hungary (BBB+) 

South Africa BBB Median



Sovereigns 

Republic of South Africa 
July 2008  4 

Rating Analysis 
South Africa has experienced a series of internal and external shocks over the past 
year. The revision of the rating Outlook from Positive to Stable reflects Fitch’s re‐ 
assessment of South Africa’s growth potential due to the energy shortage, which is 
going to persist over the medium term, and a much more challenging external 
environment due to rising fuel and food prices and tight global liquidity. 

The shocks have caused deterioration in two key macro indicators — growth and 
inflation — and increased macroeconomic risks stemming from the financing of the 
large current account deficit. Nevertheless, fundamentals remain sound in terms of 
fiscal surpluses, declining public debt, higher reserves, moderate external debt and 
the flexible exchange rate and the inflation target framework and leave the country 
well placed to manage the impact of adverse shocks and support its ‘BBB+’ rating. 
As the public investment programme is implemented and other supply‐side 
constraints addressed, the country will eventually be able to adjust to a higher 
growth trajectory. 

Having averaged 5.1% in 2004 to 2007, growth declined abruptly in Q108 to 2.1% on 
a seasonally adjusted annualised basis from 5.3% in Q407, due to the severe 
disruption of energy supply, which caused a huge contraction in mining and smaller 
falls in manufacturing and power and water. Other sectors of the economy slowed 
due to the impact of rising interest rates on consumer demand. Rising public 
investment will underpin growth, which may also get some support from exports 
due to a weaker currency and strong commodities prices. However, tighter 
monetary conditions will slow consumer demand, and energy and other supply 
constraints have temporarily lowered South Africa’s growth potential. Fitch has 
revised its growth forecast to below 4% in 2008 and 2009, rising to above 4% in 2010 
as some of the supply‐side constraints start to ease and interest rates fall. 

The inflation outlook has worsened substantially. Having averaged 4.3% in 2004‐ 
2006 it has been outside the 3%‐6% target range since April 2007 due to rising global 
food and fuel prices, a weaker currency and the lagged effects of demand growth in 
excess of supply‐side potential in the last two to three years. The South African 
Reserve Bank (SARB) has increased interest rates by 500bp since June 2006 (300bp 
since June 2007) and this has had an impact on consumer demand, which has been 
slowing since at least H207. However, ongoing global inflationary pressures, the rise 
in electricity tariffs in June (with further 20%‐25% annual rises expected over the 
next three to four years) and higher wage expectations mean that the SARB is 
unlikely to get inflation back on target until towards the end of 2010. Interest rates 
are likely to rise further and remain higher for longer than previously expected in 
order to anchor inflation expectations. 

The more challenging environment for the banking sector due to rising interest 
rates, falling levels of disposable income and a weakening housing market are 
putting pressure on non‐performing loans (NPL) ratios, which are rising (albeit from 
a very low base of around 2% in December 2007) and on banks’ earnings growth. 
However, Fitch expects the strong banking system to be able to manage the impact 
of the economic downturn. 

Further macroeconomic risks emanate from the financing of the current account 
deficit. The current account deficit was boosted by rapid demand and credit growth 
over 2006‐2007, but remains high even as consumer spending has slowed, reflecting 
rising capital imports and fuel prices. In the first six months of the year there has 
been a net outflow of equity portfolio (a major source of financing in 2004‐2007) as 
the domestic energy shock and increased political uncertainty worsened already 
weak global investor sentiment, leading to downward pressure on the currency and 
adding to inflation. The balance of payments would be particularly vulnerable to 
future energy shocks that affect the mining sector — crucial for portfolio equity 

Peer Group 
Rating Country 
A‐ Malaysia 

Poland 

BBB+ South Africa 
Hungary 
Latvia 
Mexico 
Russian Federation 
Thailand 

BBB Aruba 
Bulgaria 
Kazakhstan 
Romania 
Tunisia 

Rating History 

Date 

Long‐Term 
Foreign 
Currency 

Long‐Term 
Local 
Currency 

25 Aug 05 BBB+ A 
2 May 03 BBB A‐ 
27 Jun 00 BBB‐ BBB+ 
19 May 00 BB+ BBB+ 
5 Jun 96 BB BBB 
22 Sep 94 BB ‐
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inflows, as the sector accounts for around 50% of the equity market. A specific 
commodity price shock that entails higher oil prices and lower metals prices would 
adversely affect the terms of trade and hence the current account deficit. A 
negative ZAR shock at the time of high inflation could exacerbate the risks of a hard 
landing. 

Fitch expects a much higher reliance on borrowing by the private sector and public 
corporations to finance the current account deficit, resulting in a worsening of 
gross external debt ratios. This trend started in 2006. Fitch’s gross debt figures are 
higher than the government’s, as they include FDI‐related debt. According to Fitch 
forecasts the gross external debt ratios rise to 34% of GDP and 92% of CXR in 2008. 
They remain moderate and more or less in line with the medians of 32% of GDP and 
94% of CXR in 2008 for the ‘BBB’ group (sovereigns rated ‘BBB+’, ‘BBB’ or ‘BBB–’). 
Similarly, South Africa’s strengthening net external creditor position between 2004 
and 2007 due to the faster build‐up of reserves is expected to revert to a small net 
external debtor position starting in 2008 due to the faster build‐up of private debt, 
more or less in line with the ‘BBB’ median. The reversion to a net external debtor 
position also supports the shift to a Stable Outlook on the ratings from Positive. 

The worsening growth outlook and cost pressures will have a negative impact on the 
2008 budget, which Fitch expects to result in smaller surpluses or small deficits 
over the medium term, rather than the projected surpluses. Nevertheless, public 
debt continues to decline to below the ‘BBB’ median and could fall as low as 21% of 
GDP in 2010 from 27% in 2007. In support of Eskom’s massive capital expenditure 
programme, the government has committed ZAR60bn (2.7% of 2008 GDP) over five 
years to allow Eskom to borrow based on the strength of its balance sheet; this is 
included in the government’s budget projections. According to Eskom’s projections, 
government support would have had to go up to ZAR90bn even with the requested 
tariff increase to prevent a funding shortfall. The regulator granted tariff increases 
of 27.5% in June and another 20%‐25% over the next four years, rather than Eskom’s 
request of a doubling over two years by 53% and then 40%. This means that the 
government money will need to be frontloaded and increased. Even under this 
scenario, there are further fiscal risks due to higher cost pressures. However, with 
the public‐sector borrowing requirement at current cost estimates projected at a 
yearly average of just 1.4% of GDP over the medium term and given the country’s 
sound fiscal position, in Fitch’s view the government is well placed to provide 
additional support if needed. 

Fitch expects South Africa to continue to experience political uncertainty due to 
the transition to the new ANC leadership, as well as the impending corruption trial 
of Mr Zuma, the ANC’s president and likely future president of the country. Fitch 
does not expect a fundamental shift in policy, which will continue to focus on 
accelerating growth and addressing South Africa’s key developmental challenges of 
reducing poverty, inequality and unemployment within the context of maintaining 
macroeconomic stability. Nevertheless, these factors are likely to affect investor 
sentiment until at least after the general elections in April 2009 and the trial is 
resolved. South Africa’s high crime and recent xenophobic violence against foreign 
migrants are symptoms of these social challenges, which are worse than in South 
Africa’s rating peers and are a constraint on the rating. 

Political and Social Situation 
The New ANC Leadership 
The ANC is in an alliance with the Congress of South African Trade Unions (COSATU) 
and the South Africa Communist Party (SACP), with whose support Mr Zuma was 
elected president of the ANC at its national conference in Polokwane, in December 
2007. He beat the incumbent, President Thabo Mbeki, who had stood for a third 
term. The overlapping membership and alliance partners’ organisational structures 
— in particular COSATU’s labour affiliations, which give it broad grassroots support
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— enabled them to garner support for Mr Zuma. Mr Zuma got around 60% of the 
votes and this split was replicated for the five remaining top posts on the 86‐ 
member National Executive Committee (NEC), where there was a clean sweep by 
the supporters of Mr Jacob Zuma. 

The representation on the NEC is now more left‐leaning than before: COSATU and 
SACP members occupy top positions on the NEC, resulting in a reconfiguration of 
the governing coalition in terms of power, influence and involvement in decision 
making. The election result mainly reflected an anti‐establishment vote rather than 
ideological differences, due to President Mbeki’s centralised management style and 
lack of inclusiveness of the junior alliance members. There is unlikely to be a 
fundamental shift in ANC policy, which will continue to focus on accelerating 
growth and reducing poverty, inequality and unemployment within the context of 
maintaining macroeconomic stability, although there will be a slight shift to the left. 
For example, more financial resources are likely to be extended to address social 
issues, resulting in small fiscal deficits rather than projected surpluses. There is 
broad acknowledgment of the main areas that require greater attention: the quality 
of education, health, policing, service delivery and municipal governance, which 
are capacity and management problems, rather than ones requiring more financial 
resources per se. 

On the plus side, fewer tensions within the tripartite alliance may lead to fewer 
strikes and make economic management easier and a more inclusive. A consensual 
management style may improve the effectiveness of policy on social services 
delivery, HIV/Aids and crime. However, the transition to the new ANC leadership 
needs to be managed well so as to retain much‐needed skills and capacity within 
the public service. 

Although there is unlikely to be a major change in ANC policy, political uncertainty 
due to the ongoing transition to the new ANC leadership and the impending 
corruption trial of Mr Zuma is likely to affect investor sentiment until at least after 
the general elections in April 2009 and the trial. 

The Zuma Trial 
Mr Zuma has been under investigation for corruption since 2001 as a result of the 
awarding of security contracts on the government’s arms procurement deals. In 
September 2007 the corruption charges were struck off the roll by the High Court 
for technical reasons. The National Prosecuting Authority re‐instated them in 
December 2007. The trial date will be decided in August and the actual date may 
be set for after the election. Even as the national president, Mr Zuma would not 
have immunity from prosecution and the judiciary has in the past been shown to 
be independent. However, increasingly the consensus view is that Mr Zuma will 
not be convicted due to the admissibility of evidence, because of the time taken 
to bring the case to trial and difficulties in proving that Mr Zuma borrowed 
money (ZAR1m) with corrupt intent. Mr Zuma has said that he will step down as 
the ANC leader if found guilty, but it is unclear whether his supporters would 
accept this. An amnesty due to his position would send all the wrong signals 
about governance, denting credibility. If he does have to step down, the 
presidency will be taken over by his deputy, Kaglema Motlanthe. All this adds to 
continuing political uncertainty in South Africa for at least another year. 

Social Situation 
Despite economic and employment growth in recent years and an acceleration of 
social transfers since 2001, poverty and unemployment for the poorest section of 
the population remain a big problem for South Africa and a constraint on the rating. 
The recent xenophobic violence, reflecting rising social pressures as a result of the 
influx of immigrants due to the Zimbabwe crisis and unfulfilled expectations, is a 
symptom of these constraints and is factored into the rating. 

Political 
stability 

Gov't 
effectivness 

Rule of law 

Control of 
corruption 

'BBB' rating median 
South Africa 

Source: World Bank, Fitch 

2007 Governance Indicators
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Social Spending 
(% of GDP) FY97 FY02 FY05 FY07 
Social security welfare 2.6 3.5 4.7 4.6 
Healthcare 2.9 2.9 3.1 3.4 
Education 5.8 5.2 5.3 5.2 
Housing 0.6 0.5 0.5 0.6 
Community development 0.8 0.7 1.1 1.6 
Total 12.7 12.8 14.7 15.4 

Note: FY07 represents fiscal year to end‐March 2008 
Source: National Treasury 

Unemployment fell to 23% in September 2007 from a peak of 31.2% in March 2003 
due to the creation of around 2 million new jobs since 2001, mainly in the services 
sector. But the pace of job creation slowed to 433,000 new jobs in the year to 
September 2007 from a peak of 658,000 new jobs in September 2005, and Fitch 
expects it to slow further due to the economic slowdown. The unemployment 
problem is partly structural — due to the legacy of apartheid, skills mismatch and 
restrictive labour markets — and will take time to address. The slowdown of 
employment creation due to weaker economic growth is likely to worsen social 
pressures. Unemployment and skills continue to be addressed through increased 
spending on education and various skills development programmes and providing 
temporary jobs with the labour‐intensive Expanded Public Works Programme. 
However, there is unlikely to be any change in labour legislation, where proposed 
reforms aimed at easing restrictions on small firms and reducing youth 
unemployment have in the past been rejected due to resistance by ANC alliance 
partners. 

Growth Performance 
Growth averaged 5.1% in 2004‐2007, reflecting strong consumer demand and 
investment growth, which accelerated to around 14‐15% in 2006‐2007. This was 
above the potential growth rate, resulting in a widening current account deficit, 
growing inflationary pressures and more visibly contributing to the domestic energy 
shock in the early part of the year. 

First‐quarter growth slowed abruptly 
to 2.1% on a seasonally adjusted 
annualised basis, due to the severe 
and unplanned disruption of energy 
supply, which mainly affected mining 
output (down by 22%), power and 
water supply (–6.2%) and 
manufacturing (–1%). Some of the 
immediate problems have been 
resolved, but the risk of further 
power disruptions remains due to a 
tight reserve margin until 2016. 

More generally, growth is slowing in 
response to the impact on consumer 
demand of rising interest rates since 2006 and of fuel and food prices. Data show 
retail sales moderating to 5.1% in 2007 from 9.6% in 2006 and contracting on a year‐ 
on‐year basis in March and April 2008 (the last two months recorded); year‐on‐year 
vehicle sales have been negative since Q207. This trend is also reflected in first‐ 
quarter national accounts data on GDP by expenditure, which show household 
consumption expenditure moderating to 3.3% due to a contraction on consumption 
of durable goods and a slowing down of consumption of the other components — 
non‐durable, semi‐durable and services. However, fixed investment remained 
strong. 
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Selected Structural Indicators 
South Africa 

(BBB+) 
Mexico 
(BBB+) 

Hungary 
(BBB+) 

Russia 
(BBB+) 

Thailand 
(BBB+) 

BBB 
median 

GNI per capita PPP (USD) (2006) 11,710 11,330 17,920 11,620 9,140 9,820 
GDP per capita market exchange rate 
(USD) 

5,910 9,448 13,738 9,049 4,122 6,761 

UN Human Development Index 0.653 0.821 0.869 0.797 0.784 0.788 
Real GDP growth, 5‐yr avg, 2003‐2007 (%) 4.7 3.3 3.7 7.3 5.6 5.5 
Per capita GDP growth, 5‐yr avg, 
2003‐2007 (%) 

3.9 2.4 3.9 7.8 4.9 4.9 

Inflation, annual average (%) 6.5 4.0 7.9 9.1 2.2 4.3 
Gross domestic saving (% GDP) 18.3 23.3 25.3 34.2 33.9 23.4 
Gross domestic investment (% GDP) 21.5 25.9 23.0 24.5 26.3 29.4 
CXR (%GDP ) 34.1 31.9 85.8 34.9 72.3 53.8 
Commodity dependence, exports (%) 43 23 16 81 23 42 
Ease of Doing Business (rank of 178) 35 44 45 106 15 53 

Source: Fitch Sovereign Data Comparator, December 2007 (data are for 2007 unless otherwise indicated). MOF, IMF, 
World Bank 

A massive public investment programme will underpin growth, but the energy 
shortage will limit growth potential until at least early into the next decade and 
near‐term growth will be constrained by the interest rate hikes. The public 
investment programme, mainly on transport and energy itself, faces risks of higher 
input costs. Together with the skills constraint, higher prices may raise the cost of 
investment and push further out the time frame for completion, except for the 
football World Cup infrastructure, which is working towards a rigid deadline. Fitch 
has reassessed South Africa’s growth prospects due to supply‐side constraints and 
has revised its growth forecast downwards to just below 4% in 2008, rising to above 
4% by 2010. 

Eskom 
Eskom is a vertically integrated power company, providing the bulk of power 
generation (96%), transmission and distribution in South Africa, although there is 
some small municipal involvement in generation and distribution. Around 80% of 
production is from locally sourced coal. Current installed capacity is around 
42,000MW and Eskom aims to double this over the next 20 years to 80,000MW. It 
plans to spend ZAR343bn over 2008‐2012 on upgrading and expanding capacity in 
generation (73% of expenditure), transmission (13%) and distribution (11%). 

The energy shortage is due to the delay in the decision to invest in new generation 
capacity, which was made in 2004, and a tariff structure that did not encourage 
private‐sector involvement. Coal shortages have also contributed to the power crisis. 
The energy problem is being addressed through a build programme, which started in 
2005; managing the tight reserve margin; maintaining financial sustainability through 
an increase in tariffs; and demand management. Around 2,700MW of generation 
capacity, 1,020km and 4,740MVA of transmission network and six new substations 
have come on line since 2004, and there is a flow of projects at various stages; but 
new supply cannot keep up with consumption growth. With low reserve margins 
(currently 7%‐8%) the risk of load shedding remains until 2016, when Eskom expects to 
get the reserve margin to 15%. 

In June the regulator granted a tariff increase of 27.5% in 2008 rather than the 53% 
and then 40% in 2009 requested by Eskom. This means that the government will 
have to increase and frontload the money committed to Eskom to improve its 
balance sheet and allow it to borrow from the capital markets. 

Eskom is also looking into co‐generation projects. Other private involvement can 
only take off once the full tariff increase has been implemented and the regulatory 
mechanism improved.
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In 2007 South Africa’s five‐year average real per capita growth rate was 3.9%, 
compared with 4.9% for the rating median. Its per capita income level at market 
exchange rates of USD5,910 had fallen to below the median of the ‘BBB’ rating 
level. Fitch expects its progress on these indicators to slow relative to rating peers 
in the medium term. 

Public Finances 
In the fiscal year to end‐March 2008 (FY07) South Africa achieved its second budget 
surplus in a row, reflecting buoyant revenue growth as a result of strong economic 
activity, employment growth and higher inflation. For the first time in several years, 
expenditure came in slightly higher than planned due to the transfers and subsidies 
component and the capital budget, which was affected by cost pressures. The 
government is projecting a continuation of budget surpluses over the next three 
years to reduce pressures on the current account deficit. 

The worsening outlook for inflation and growth will have a negative impact on the 
2008 budget, which was tabled in February. Revenue growth will be slower as a 
result of the economic slowdown, although this will partially be offset by much 
higher inflation. On the expenditure side, higher‐than‐expected inflation will push 
up the cost of construction projects and the wage bill. 1 Higher food prices will 
increase spending on school nutrition and on targeted social relief. The National 
Treasury estimates that these will add around ZAR7.5bn to spending in FY08. The 
overall result will be to produce smaller budget surpluses or even modest deficits 
over the next three years, rather than the projected surpluses. 

Expenditure remains focused on education, health, transfers to households through 
the extension of the social grant system, continued rollout of the government’s 
housing programme, and spending on social and economic infrastructure. Real 
spending growth slows slightly to 7% on average in FY08‐FY10 (9% in FY05‐FY07). 
Growth of expenditure will be driven by capital expenditure, which will rise in real 
terms by 11% on average. Having substantially increased social expenditure over the 
past five years, attention is turning to the very challenging area of improving the 
quality of services, partly by addressing capacity and governance issues. 2 Capital 
expenditure by public corporations is also accelerating in real terms to 19% per year 
on average in FY08‐FY10 from 13% in FY02 to FY06. Overall capital expenditure 
averages 7.5% of GDP over the next three years. This spending will alleviate critical 
infrastructure bottlenecks and raise growth potential. Interest costs continue to 
decline, to 1.9% of GDP in FY10 from 2.6% in FY07, in line with lower debt levels. 

As a result of upwards revisions to Eskom’s capital expenditure to ZAR343bn 
(USD45bn), the public‐sector borrowing requirement increases to an average of 
1.4% of GDP from 1% previously. Overall capital expenditure by Eskom, Transnet 
and other state‐owned enterprises has now risen to ZAR500bn (USD65bn) over five 
years, equivalent to 22% of 2008 GDP, from ZAR310bn. In support of Eskom’s 
massive capital expenditure programme, the government has committed ZAR60bn 
(2.7% of GDP) over five years to allow Eskom to borrow based on the strength of its 
balance sheet, which is budgeted for under the contingency reserve. According to 
Eskom’s projections, this would have had to go up to ZAR90bn (an additional 1.3% 
of GDP) even with the full requested tariff increase. With the tariff increase by 
27.5% in total in 2008 and another 20‐25% over the next three years — rather than a 
doubling over two years by 53% and then 40%, requested by Eskom — government 
money will need to be frontloaded as well as increased. Even under this scenario, 
there are further fiscal risks due to rising cost pressures. However, in Fitch’s view 
South Africa’s sound public finances make the government well placed to provide 
additional support if needed. 

1 Based on a formula of average CPIX + 1% agreed in 2007, public‐sector wages will rise by 10.5% 
this year and will set the trend for higher wage levels in the private sector. 

2 Retired personnel are being hired at the municipal level to ease the skills constraint.
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In FY07 general government debt was 27% of GDP, below the ‘BBB’ rating median. 
Continued foreign net repayments, primary surpluses and nominal growth should 
reduce the ratio to 21% of GDP in FY10. Despite the currency depreciation, foreign 
debt accounts for around 15% of government debt. At FYE07 debt of the public 
corporations was ZAR224bn, equivalent to 11% of GDP, the majority (over 90%) in 
local currency. Under current cost estimates the massive capital expenditure 
programme of the public corporations adds around just 5 percentage points to the 
state‐owned enterprises’ (SOEs) debt/GDP ratio in FY08‐FY10, with the remainder 
of the funding coming from internally generated sources and, in the case of Eskom, 
government direct financial support. Contingent liabilities on loan guarantees at 
the end of 2007 were low at 5% of GDP. 3 Surplus cash is partially being put towards 
reserves acquisition, which will help reduce the country’s vulnerability to shocks. 
South Africa’s net debt ratio in FY07, which nets out the government’s cash 
balances with the banking system, was 22% of GDP, and is projected by the 
government to fall to 16% by FY10. 

Monetary and Exchange Rate Policy 
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South Africa’s inflation outlook has worsened markedly over the past year — this is 
in line with global trends due to fuel and food prices, but also owing to South 
Africa’s own strong consumer demand pressures until late 2007 and the weaker 
rand. CPIX inflation, which has been outside the target range since April 2007, has 
accelerated in 2008 to reach 10.9% in May, as has PPI (16.4%, mainly due to the 
imported component). Food inflation (accounts for 25% of the CPI index) was 16.9%. 
Money supply growth, although moderating to 20.9% in May, is still strong. The 

3 Overall contingent liabilities, which include the Road Accident Fund and other government 
medical and unemployment funds, were at 8.3% of GDP at end‐March 2007 (FY06).



Sovereigns 

Republic of South Africa 
July 2008  11 

increase in electricity tariffs in June, with further rises over the next three to four 
years, and rising wage settlements and expectations mean that inflation will remain 
outside the target range for longer; the SARB’s latest projections in June show that 
it does not expect to bring inflation back on target until Q310, but that did not 
include impact of the increase in electricity tariffs. 

The SARB has raised interest rates by 300bp in the last year, taking the overall 
increase to 500bp since June 2006. There has been a discernable slowing down of 
consumer demand since at least H207, judging from a broader set of indicators, 
such as retail and vehicles sales as well as credit growth. This is also due to tighter 
credit conditions as a result of the National Credit Act introduced in June 2007. 4 

Private credit growth moderated to 19.6% in April 2008 from 25.8% in December 
2006 (mortgages to 21.9% from 30%, instalment sales and leasing to 11.6% from 
15.8%). Corporate credit growth remains quite firm at 25.2% in April, but down from 
30.2% in December 2006. However, interest rates are likely to rise further and 
remain higher for longer in order to bring inflation back under control and anchor 
expectations. This will dampen growth for longer. 

The rand has declined by around 20% on a trade‐weighted basis since the beginning 
of the year (and overall by 40% since end‐2006), as the financing of the current 
account deficit became more problematic due to the domestic energy shock and 
growing political uncertainty hitting investor sentiment. This resulted in a sharp 
outflow of portfolio investment in January and February of this year, reflecting 
investors’ reappraisal of the South Africa’s growth prospects. Cumulative net equity 
portfolio investment (which was a prominent form of current account deficit 
financing in 2004‐2007, peaking in 2006) was negative in the first six months. Fitch 
expects financing of the current account deficit to remain more difficult and the 
exchange rate to remain relatively weaker. On the plus side, the improved 
competitiveness of the currency should help the manufactured exports sector; for 
example, there are signs that vehicles exports have strengthened, although 
infrastructure constraints still limit mining exports and global growth is slowing. 

Financial Sector Performance 
South Africa’s banking system has attracted the highest Macro‐Prudential Indicator 
(MPI) of ‘3’ since 2005, 5 owing to at 
least two out of the following three 
indicators being present; rapid credit 
growth, rapid asset growth (equities 
and the housing market); and an 
appreciation of the real exchange rate, 
which have given it high potential 
vulnerability to systemic risk. As a 
result of the fifth consecutive year of 
rapid credit growth, the private 
credit/GDP ratio stood at 88.4% of 
GDP, up from 70.2% of GDP in 2004, 
when the credit boom started. 
Household debt as a proportion of 
disposable income was 78.2% in Q108, 
up from 51% in 2002. 

4 Designed to regulate credit provision and protect consumers from excessive borrowing, the act 
requires that credit‐granters (for mortgages, vehicles and furniture) take into account the 
applicant’s total debt, and this has put a squeeze on credit. 

5 See Fitch’s “Bank Systemic Risk Report”, published 7 April 2008. The report was first published in 
2005. The MPI score ranges from ‘1’ to ‘3’ where ‘3’ denotes high potential vulnerability to 
systemic distress. 

Key Facts: Banking System, 
December 2007 
M3 GDP (%) 68.5 
NPL ratio 2 
Public ownership, assets (%) 0 
Foreign ownership, assets (%) 30 
Private‐sector credit growth (%) 21.6 
BSI/MPI B/3 

Source: SARB, Fitch 
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Macro‐Prudential Indicators 
(% Change) 2004 2005 2006 2007 
Private credit (% of GDP) 70.2 75.1 83.5 88.4 
Real exchange rate 10.5 0.8 ‐3.9 ‐8.7 
Real equity prices 23.8 34.0 43.6 33.1 
Real property prices 25.3 16.7 7.6 5.5 

Source: Fitch 

Some of these indicators are adjusting due to external shocks as well as the SARB’s 
policies to control credit growth. The banking system is facing a challenging 
environment due to rising interest rates, the adverse impact of rising fuel and food 
costs on levels of disposable income and a weakening housing market. These are 
already putting pressure on NPLs, which are rising (to approximately 2.7% of total 
loans in Q108, according to the SARB), but from a low base (2% in December 2007 
and 1% in December 2006), and on banks’ earnings growth. The momentum 
generated by government infrastructure spending will support higher levels of 
investment banking and corporate banking earnings. However, these earnings will 
not be sufficient to off‐set the slowdown in consumer banking and higher 
impairment charges, and Fitch expects South African banks’ earnings to slow. 
Nevertheless, with a Banking System Indicator (BSI) 6 of ‘B’, which signifies a strong 
banking system, Fitch expects it to manage the downturn. 

External Finance 
There was an improvement in the trade balance in 2007 to 2% of GDP from 2.4% in 
2006, suggesting that some rebalancing towards exports might be taking place, 
helped by a weaker rand and higher commodity prices, although still constrained by 
infrastructure. The deterioration of the current account deficit, which widened to 
7.3% of GDP from 6.4% of GDP in 2006 was due to the higher dividend and interest 
repayments through the income account following a massive increase in net 
portfolio equity (in 2004‐2007) and debt inflows (in 2006‐2007). Last year the 
current account deficit, which was equivalent of around USD20bn, was more than 
covered by healthy net flows of equity — portfolio (USD6.8bn) and FDI (USD5.7bn) — 
and debt — portfolio (USD6.4bn) and borrowing (USD8.5bn). There was a decline in 
outflow of net foreign assets. 

External Finances: Sources and Uses 
(USDm) 2007 2008f 2009f 
Uses 28,927 26,950 28,508 
Current account balance 20,631 21,948 22,585 
MLT amortisation 1,764 2,020 2,528 

Public 1,267 1,433 1,226 
Private 497 587 1,302 

Change in FX reserves 6,532 2,982 3,395 
Sources 28,927 26,950 28,508 
Gross borrowing 8,719 16,320 17,278 

Resident official sector ‐560 600 550 
Other banks & other sectors 7,515 13,700 14,200 

Net FDI 2,590 3,500 2,000 
Portfolio equity 6,843 ‐1,000 100 
Portfolio debt 4,773 2,900 1,900 
Other capital net 822 230 230 
Net errors and omissions 5,179 5,000 7,000 
Memo: Short‐term debt 15,269 16,558 17,500 

Source: IMF IFS, Fitch estimates and forecasts 

6 Fitch’s BSI measures intrinsic bank systemic risk on a scale of ‘A’ (very high quality) to ‘E’ (very 
low quality). South Africa is one of a few (11) emerging‐market countries with a BSI of ‘B’ or 
above.
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However, Q108 exports were affected by the disruption to mining output and, 
together with rising income payments, caused the Q108 current account deficit to 
deteriorate to 9% of GDP. In Q108 worsening investor sentiment resulted in a net 
portfolio equity and debt outflow and lead to downward pressure on the currency. 
The financial account was primarily supported by a large FDI flow of around USD5bn 
for the sale of 20% of Standard Bank to Industrial & Commercial Bank of China, as 
well as an increase in non‐resident rand deposits and short‐term loans. 

In general, Fitch expects a weaker rand and higher commodity prices to continue to 
provide some support to exports. As a result of the capital expenditure programme 
and high fuel prices, imports growth will remain strong and Fitch expects the 
current account deficit to remain large, in the range of 7%‐8% of GDP. Fitch expects 
that South Africa’s weaker growth prospects will continue to have an adverse 
impact on equity portfolio and FDI investment. The current account deficit will 
increasingly be financed by debt flows. 

Balance‐of‐payments surpluses as a result of strong financial flows in recent years 
and support from the National Treasury, which covers a fair amount of the 
sterilisation costs, have enabled the SARB to continue to build reserves. At the end 
of 2007, reserves including gold stood at USD32.9bn (11.6% of GDP), an increase of 
USD23bn since 2003. By comparison, the median for the ‘BBB’ range was much 
higher at 23.7% of GDP. At the end of June 2008 South Africa’s reserves stood at 
USD34.8bn, and Fitch expects a slower build‐up due to weaker financial inflows. 

External Debt 
Starting in 2006 there has been a faster increase in South Africa’s gross debt, which 
rose by USD12bn–14bn in 2006 and 2007 due to borrowing by the public‐sector 
corporations and higher private‐sector and non‐resident holdings of domestic debt. 
As such, gross debt ratios have been 
rising since 2006 and stood at USD82bn at 
end‐2007 (30% of GDP, 87% of CXR), 
including FDI‐related debt. According to 
Fitch forecasts, these two ratios rise to 
34% of GDP and 92% of CXR in 2008. They 
remain moderate and more or less in line 
with the ‘BBB’ medians of 32% of GDP 
and 94% of CXR in 2008. 

South Africa had a strengthening net 
external creditor position between 2004 
and 2007, reaching 5% of GDP and 14% of 
CXR in 2007 due to the faster build‐up of 
reserves. However, Fitch expects the 
position to revert to a small net external debtor starting in 2009 due to the faster 
build‐up of private debt, more or less in line with the ‘BBB’ median. 

By contrast, South Africa’s net external public‐debt ratios continue to improve due 
to moderate government borrowing and growing official reserves to a very small net 
public external debtor position. By comparison, the majority of the credits in the 
‘BBB’ and ‘A’ rating categories are net public external creditors. 

In addition to a USD6.5bn increase in official reserves in 2007, banks’ foreign assets 
increased by around USD16bn. As such, despite an increase in short‐term liabilities — 
non‐resident holdings of debt, short‐term debt and debt service — the liquidity ratio 
(measured as the ratio of liquid foreign assets to liabilities falling due within the next 
year plus non‐resident holdings of domestic debt) in 2008 rises slightly to 160%, in line 
with the rating median. Similarly, another indicator of liquidity, the gross financing 
requirement (measured as the current account deficit and amortisation/gross official 
reserves) remains below 100% and continues to decline, despite a large and widening 
current account deficit due to the reserves build‐up and moderate amortisation. 
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Fiscal Accounts Summary a 

(% of GDP) 2004/05 2005/06 2006/07 2007/08 2008/09f 2009/10f 2010/11 
Revenue & grants (excl. priv'n) 33.5 36.3 35.5 36.0 36.3 37.2 38.2 

o/w taxes 27.4 29.0 29.8 30.2 30.4 31.0 31.7 

Expenditure & net lending 35.7 36.5 35.1 34.6 35.7 36.9 38.1 
Interest payments 3.6 3.4 3.0 2.7 2.2 2.0 1.8 
Capital expenditure 3.5 3.6 4.4 4.1 4.2 4.5 4.7 

Primary balance (excl. interest) 1.4 3.2 3.4 4.1 2.8 2.3 1.9 

Overall balance ‐2.1 ‐0.2 0.4 1.4 0.5 0.3 0.1 

Financing 
Domestic 1.6 0.1 ‐0.5 ‐1.3 ‐0.3 0.0 0.2 
Foreign 0.4 0.1 0.1 ‐0.2 ‐0.2 ‐0.3 ‐0.2 

General government debt 35.1 33.4 30.5 26.8 24.8 22.7 20.9 
Domestic 23.0 22.4 19.6 14.7 11.9 10.3 9.1 
External 12.1 10.9 11.0 12.1 12.9 12.4 0.0 

Public debt (% of revenue) 104.8 91.9 86.1 74.5 68.4 61.0 54.7 

Memo: 
Interest service (% of revenue) 10.6 9.4 8.5 7.4 6.2 5.5 4.8 
Net debt (% of GDP) 33.0 29.7 26.4 22.3 19.7 17.7 15.9 
Spending plans of major SOEs (% 
of GDP) 1.6 1.6 2.1 2.5 3.1 4.0 4.0 
SOE debt (% of GDP) b 18.6 16.9 15.8 10.9 12.9 14.4 15.4 
Overall public‐sector debt 
(% of GDP) 53.8 50.3 46.3 37.7 37.7 37.1 36.3 

Fiscal years to end‐March 
a All figures refer to the general government 
b Forecasts are based on the borrowing requirements of SOEs and assuming that they roll over existing debt 
Source: SARB, National Treasury and Fitch estimates
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Balance of Payments 
(USDm) 2004 2005 2006 2007 2008f 2009f 2010f 
Current account balance ‐7,003 ‐9,723 ‐16,487 ‐20,631 ‐21,948 ‐22,585 ‐22,926 

GDP (%) ‐3.2 ‐4.0 ‐6.4 ‐7.3 ‐7.4 ‐7.5 ‐7.0 
CXR (%) ‐11.4 ‐13.6 ‐20.1 ‐21.4 ‐19.9 ‐17.8 ‐15.8 

Trade balance ‐282 ‐995 ‐6,101 ‐5,705 ‐7,056 ‐7,297 ‐7,353 
Exports, fob 48,237 55,284 63,841 76,185 88,755 103,843 120,458 
Imports, fob 48,518 56,279 69,942 81,890 95,811 111,140 127,811 

Services, net ‐646 ‐998 ‐2,276 ‐3,051 ‐3,898 ‐4,498 ‐5,557 
Services, credit 9,682 11,157 12,014 13,562 14,375 15,238 16,152 
Services, debit 10,328 12,155 14,291 16,613 18,274 19,736 21,709 

Income, net ‐4,318 ‐4,929 ‐5,293 ‐8,923 ‐7,959 ‐7,755 ‐6,981 
Income, credit 3,259 4,640 5,944 6,550 7,041 7,745 8,519 
Income, debit 7,576 9,569 11,238 15,473 15,000 15,500 15,500 

Current transfers, net ‐1,758 ‐2,801 ‐2,817 ‐2,953 ‐3,035 ‐3,035 ‐3,035 

Capital & financial account, net 8,280 12,613 16,382 21,089 19,930 18,980 19,080 

Non‐debt‐creating flows, net 5,262 11,847 6,613 9,433 2,500 2,100 2,100 
Direct investment, equity, net ‐604 5,613 ‐6,719 2,590 3,500 2,000 2,000 
Portfolio equity investment, net 5,866 6,234 13,332 6,843 ‐1,000 100 100 

External borrowing, net 2,761 4,153 15,863 14,925 18,700 17,650 17,750 
Portfolio debt securities liabilities 696 ‐1,532 6,855 6,404 3,000 2,000 2,000 
Other investment liabilities 2,065 5,686 9,008 8,521 15,700 15,650 15,750 

Net lending abroad ‐372 ‐3,418 ‐7,792 ‐3,197 ‐1,500 ‐1,000 ‐1,000 
Portfolio debt securities, assets ‐156 85 ‐605 ‐1,631 ‐100 ‐100 ‐100 
Other investment, assets ‐216 ‐3,503 ‐7,187 ‐1,566 ‐1,400 ‐900 ‐900 

Capital nes, net 52 30 30 28 30 30 30 

Net errors and omissions 5,623 2,875 5,484 5,179 5,000 7,000 7,000 

Overall balance = chg in reserves 6,900 5,766 5,378 5,637 2,982 3,395 3,154 

memo: 
Gross borrowing (incl. short‐term) 14,847 14,532 27,607 31,958 35,989 37,678 37,948 
Gross external financing requirement 10,589 12,193 18,521 22,395 23,968 25,113 ‐3,035 
Stock of international reserves, excl. gold 13,141 18,579 23,057 29,589 32,570 35,965 24,624 

Source: IMF, SARB and Fitch estimates
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External Debt and Liquidity 
(USDm) 2005 2006 2007 2008 2009f 2010f 
Gross external debt 56,118 67,710 83,489 101,796 119,146 136,596 

GDP (%) 23.2 26.3 29.5 34.2 39.4 41.9 
CXR (%) 78.7 82.5 86.5 92.2 93.7 93.9 

By maturity 
Medium‐ and long‐term 46,408 52,441 66,931 84,296 100,646 117,096 
Short ‐term 9,710 15,269 16,558 17,500 18,500 19,500 

Total debt (%) 17.3 22.6 19.8 17.2 15.5 14.3 

By debtor 56,118 67,710 83,489 101,796 119,146 136,596 
Public sector 29,794 30,957 36,944 39,980 43,068 46,257 
o/w general government 27,878 28,335 34,266 35,981 37,550 39,219 
o/w non‐res holdings of domestic debt 16,992 16,817 22,856 24,673 26,096 27,520 
o/w bearer bonds and long term loans 8,163 8,961 8,450 8,121 7,867 7,613 
Non‐bank private sector 18,476 26,414 33,827 40,597 47,608 54,618 
o/w inter‐company loans b 7,525 8,314 8,214 8,414 8,614 8,814 
Banks 7,849 10,339 12,706 21,206 28,456 35,706 

Gross external assets a 47,052 58,699 82,453 87,152 92,348 97,104 
International reserves, incl. gold 20,630 25,587 32,943 36,152 39,348 42,104 
Deposit money banks' foreign assets 26,423 33,112 49,510 51,000 53,000 55,000 

Net external debt ‐4,179 ‐4,234 ‐12,208 1,399 13,553 26,247 
GDP (%) ‐1.7 ‐1.6 ‐4.3 0.5 4.5 8.0 
CXR (%) ‐5.9 ‐5.2 ‐12.6 1.3 10.7 18.1 

Debt service (principal & interest) 5,017 5,578 5,684 6,071 6,466 5,758 
Debt service (% of CXR) 7.0 6.8 5.9 5.5 5.1 4.0 
Interest (% of CXR) 3.6 4.3 4.1 3.7 3.1 2.8 

Liquidity ratio (%) 171.7 166.3 133.3 153.4 150.3 153.4 
Excl. banks' foreign assets 61.9 72.9 58.1 61.3 62.4 65.4 
a Non‐bank private‐sector assets are not taken into account 
b Adjustment to include FDI‐related debt based on IMF balance‐of‐payments data 
Source: SARB and Fitch estimates and forecasts 

Amortisation Schedule on Medium‐ and Long‐Term Debt 
(USDm) 2008 2009 2010 2011 2012 2013 
Public sector a 1,433 1,226 1,089 609 1,569 3,072 
o/w bearer bonds & notes of the public sector 483 612 0 0 1,000 2575 
Private sector 587 1,302 609 710 4,592 731 
Total 2,020 2,528 1,698 1,319 6,161 3,803 

a Includes amortisation of public enterprises 
Source: National Treasury and Fitch
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