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Main message in MTBPS 2020

 Government’s medium-term policy priorities are economic recovery and fiscal

consolidation.

 The social compact agreed to between government, business, labour and civil

society prioritises short-term measures to support the economy, alongside crucial

structural economic reforms.

 The economy is expected to contract by 7.8 per cent in 2020, recovering to real

GDP growth of 3.3 per cent in 2021. Economic growth is expected to average 2.1

per cent over the three-year forecast period.

 Fiscal measures – primarily reductions to the wage bill – will narrow the budget

deficit and stabilise debt over the next five years to return the public finances to a

sustainable position.

 The consolidated deficit narrows from 15.7 per cent of GDP in 2020/21 to 7.3 per

cent by 2023/24. Gross national debt is projected to stabilise at 95.3 per cent of

GDP by 2025/26.



2. Macro Economic Developments
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 The International Monetary 
Fund (IMF) expects global 
output to contract by 4.4 
per cent in 2020, 
rebounding from a low 
base to 5.2 per cent 
growth in 2021.

 Containment of COVID-19 
is expected to support an 
improving growth outlook 
in advanced economies in 
2021. 

 Developing countries are 
set to grow faster than 
their developed 

counterparts next year.

Global economic recovery is expected to be long and uneven

Economic growth in selected countries

Region/country 2018 2019 2020 2021 2020 2021

Percentage Actual Projections

Difference from June 2020 

projections

World 3.5 2.8    -4.4    5.2  0.8 -0.2  

Advanced economies 2.2 1.7    -5.8    3.9  2.3 -0.9  

United States 3.0 2.2    -4.3    3.1  3.7 -1.4  

Euro area 1.8 1.3    -8.3    5.2  1.9 -0.8  

United Kingdom 1.3 1.5    -9.8    5.9  0.4 -0.4  

Japan 0.3 0.7    -5.3    2.3  0.5 -0.1  

Emerging and

developing countries

4.5 3.7    -3.3    6.0  -0.2 0.2  

China 6.7 6.1    1.9    8.2  0.9 –

India 6.1 4.2    -10.3    8.8  -5.8 2.8  

Brazil 1.3 1.1    -5.8    2.8  3.3 -0.8  

Russia 2.5 1.3    -4.1    2.8  2.5 -1.3  

Sub-Saharan Africa 3.3 3.2    -3.0    3.1  0.2 -0.3  

Nigeria
1.9 2.2    -4.3    1.7  1.1 -0.9  

South Africa1 0.8 0.2    -7.8    3.3  -0.6 0.4  

World trade volumes
3.9

1.0    -10.4    8.3  1.5 0.3  

1. National Treasury forecasts

Source: IMF World Economic Outlook, October 2020
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 Main budget non-interest spending increased by R36 billion in the current year
compared with 2020 Budget estimates, including COVID-19 fiscal relief package
allocations to critical frontline services.

 The state’s contingent liabilities increased through a R200 billion credit guarantee
scheme for firms. In addition, the June 2020 special adjustments budget made
provision for additional tax relief of R70 billion and temporary unemployment relief
of R40 billion.

 By the end of September, R47.4 billion had been paid to 10.6 million beneficiaries
from over 931 000 employers through the temporary employer/employee relief
scheme.

 The Reserve Bank has also provided support to households and firms by
lowering the main interest rate (the repurchase rate) by 2.75 percentage points
since March 2020.

 Details on the take-up and effects of tax relief measures will be provided in the
2021 Budget Review.

The COVID-19 fiscal relief package
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 Working with its social partners in business, labour and civil society, government has begun
implementing an economic recovery plan, with immediate measures to boost confidence and
investment, and longer-term reforms to promote sustained higher economic growth.

 In the short term, the economic recovery plan will focus on building infrastructure, expanding
electricity generation, allocating digital spectrum, and supporting rapid industrialisation and
employment.

 At the same time, government will roll out structural reforms such as modernising network
industries, reducing barriers to entry, and increasing regional integration and trade. The
National Treasury estimates that, in combination, these reforms can raise growth to over 3
per cent over the next 10 years and create more than 1 million jobs.

 The Infrastructure Fund will complement the plan’s focus on capital investments. Government
has committed R100 billion over 10 years (of which R18 billion is over the medium term) to
this blended finance fund, which is designed to crowd in private-sector finance and expertise
to support infrastructure delivery.

 Operation Vulindlela implementation unit will be staffed by a full-time technical team that
draws on additional expertise and capacity in the public and private sectors.

The economic recovery plan



3. Fiscal Outlook
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 Over the past five years, the fiscal environment has been characterised by:

‾ Interest payments absorbing a growing share of limited public resources, which
increasingly crowds out spending on social and economic investment. Debt-
service costs are now 4.8 per cent of GDP, up from 3.3 per cent in 2016/17.

‾ A sharp drop in public infrastructure investment, mostly driven by declines in
spending by state-owned companies. Between 2016/17 and 2019/20, total
public infrastructure spending fell from R250 billion to R183 billion, or from 5.7
to 4 per cent of GDP.

‾ A deteriorating government balance sheet, including state-owned companies
and municipalities struggling to pay salaries and other operational costs.

 Options to stabilise the fiscus are becoming increasingly limited. Growth reforms
are only expected to begin yielding results over the next several years, implying
continued weakness in revenue collection over the period ahead.

Fiscal metrics are deteriorating
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Fiscal framework

 The consolidated deficit includes national and provincial government,

social security funds and public entities.

 The consolidated deficit will narrow from 15.7 per cent of GDP in 2020/21

to 10.1 per cent in 2021/22 and 7.3 per cent by the outer year.

Consolidated government fiscal framework

2019/20 2020/21 2021/22 2022/23 2023/24

R billion/percentage of GDP

Outcome Revised Medium-term 

estimates

Revenue 1,518.1   1,276.7   1,457.6   1,595.8   1,705.7   

29.5%  26.3%  27.4%  28.3%  28.6%  

Expenditure 1,848.8   2,037.8   1,993.5   2,079.6   2,139.2   

35.9%  41.9%  37.5%  36.9%  35.9%  

Budget balance -330.6   -761.1   -535.9   -483.9   -433.4   

-6.4%  -15.7%  -10.1%  -8.6%  -7.3%  

Total gross loan debt 3,261.3   3,974.1   4,551.8   5,071.3   5,536.2   

63.3%  81.8%  85.6%  90.1%  92.9%  

Source: National Treasury
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Gross loan debt outlook

Gross loan debt outlook

Source: National Treasury
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 Relative to the 2020 Budget, main budget non-interest spending (excluding
technical adjustments) is reduced by R60 billion in 2021/22, R90 billion in
2022/23 and R150 billion in 2023/24, with constrained spending growth in the
following two years.

 The largest share of reductions falls on compensation. Other non-interest
spending items are also reduced, while funding for buildings and other fixed
structures, provincial and local capital grants, and the Infrastructure Fund is
protected.

 To assist with the consolidation, government has projected tax increases of R5
billion in 2021/22, R10 billion in 2022/23, R10 billion in 2023/24 and R15 billion in
2024/25.

 The aim is to reach a main budget primary surplus by 2025/26. This target is
expected to result in debt stabilising at 95.3 per cent of GDP in the same year.

Proposed steps to reduce the fiscal deficit and stabilise the 

debt-to-GDP ratio over a five-year period 
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Tax Revenue Performance

Source: National Treasury and South African Revenue Service

 Tax revenues, which fell sharply during the first several months of the
coronavirus pandemic, have begun to recover.

 However, monthly collections remain well below 2019/20 levels in many tax
categories. For example, domestic value-added tax (VAT) collected in the first
six months of 2020/21 was 6.7 per cent lower than the same period in 2019/20.

Domestic value-added tax Pay-as-you-earn tax

22

24

26

28

30

32

34

36

38

J
a

n
u

a
ry

F
e
b

ru
a

ry

M
a

rc
h

A
p
ri
l

M
a

y

J
u

n
e

J
u

ly

A
u

g
u

s
t

S
e

p
te

m
b

e
r

O
c
to

b
e

r

N
o

v
e
m

b
e
r

D
e

c
e
m

b
e
r

R
 b

ill
io

n

2017 2018 2019 2020

27

32

37

42

47

J
a

n
u

a
ry

F
e
b

ru
a

ry

M
a

rc
h

A
p

ri
l

M
a

y

J
u

n
e

J
u

ly

A
u

g
u

s
t

S
e

p
te

m
b

e
r

O
c
to

b
e

r

N
o

v
e
m

b
e
r

D
e

c
e
m

b
e
r

R
 b

ill
io

n

2017 2018 2019 2020



15

Revenue outlook

 The extraordinary
shock to economic
output in 2020/21
translates into large
revenue shortfalls that
will persist over the
medium term.

Revised revenue projections

R billion 2020/21 2021/22 2022/23 2023/24

2020 Budget

1,425.4  1,512.2  1,609.7  

Buoyancy

0.93  1.00  1.01  

2020 special adjustments budget

1,121.3  1,291.4  1,394.0  1,508.9  

Buoyancy

3.23  1.58  1.46  1.33  

Revised estimates

1,112.6  1,279.5  1,392.2  1,503.2  

Buoyancy

3.18  1.59  1.50  1.35  

Change since 2020 Budget
-312.8  -232.7  -217.5  

Change since 2020 special 

adjustments budget

-8.7  -11.9  -1.8  -5.7  

Source: National Treasury
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Tax-to-GDP ratio

 Although overall buoyancies appear relatively large up until the end of the MTEF period,
this reflects a slow improvement in the tax-to-GDP ratio after the large once-off decrease
in 2020/21.

 The tax-to-GDP ratio is only expected to recover to the 2019/20 level by 2027/28.

Tax-to-GDP ratio

Tax-to-GDP ratio
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 Government proposes growth in the public-service wage bill of 1.8 per cent in the
current year and average annual growth of 0.8 per cent over the 2021 MTEF
period.

 Government has not implemented the third year of the 2018 wage agreement.
Notwithstanding that the matter is before the labour court, government is actively
engaging with labour unions to find a solution to a more sustainable cost of
employment.

 Furthermore, the Budget Guidelines propose a wage freeze for the next three
years.

 Additional options to be explored include harmonising the allowances and
benefits available to public servants, reconsidering pay progression rules and
reviewing occupation-specific dispensations.

Achieving wage bill reductions



4. Financing of Borrowing Requirement
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Government gross borrowing requirement and financing 
edging up over the medium-term
National government gross borrowing requirement and financing

2019/20 2020/21 2021/22 2022/23 2023/24

R billion Outcome Revised Medium-term estimates 

Gross borrowing

Main budget balance -345.1 -707.8   -537.4   -486.6  -437.5  

Redemptions -70.7 -66.9   -65.5   -150.6  -155.7  

Domestic long-term loans -19.4 -52.5   -60.9   -134.2  -112.9  

Foreign loans -51.2 -14.4   -4.6   -16.4  -42.8  

Total -415.8 -774.7   -602.9   -637.2  -593.2  

Financing

Domestic short-term loans 

(net) 36.1 143.0   67.0   71.0  62.0  

Domestic long-term loans 

305.4 462.5   472.2   500.8  436.8  

Foreign loans

76.1 121.4   49.4   49.3  66.6  

Change in cash and other 

balances

-1.8 

47.8   14.3   16.1  27.8  

Total
415.8 774.7   602.9   637.2  593.2  

Source: National Treasury
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Borrowing from international finance institutions

 In the special adjustments budget, government announced borrowing of US$7
billion from international finance institutions. This has been revised to US$7.3
billion, (R121.4 billion), of which US$5.5 billion has been disbursed, with the
remainder expected by 31 March 2021.

 Gross loan debt is expected to increase from R3.97 trillion, or 81.8 per cent of
GDP, in 2020/21 to R5.54 trillion or 92.9 per cent of GDP in 2023/24.

Borrowing from international finance institutions

Institutions Disbursement

date

Interest rate Terms

(years)

Grace 

period
1

(years)

Amount

billions 

New Development Bank 20 July 2020 6-month LIBOR2 plus 1.25% 30 5 US$1.0

International Monetary Fund 29 July 2020 1.100% 5 3 US$4.3

African Development Bank 15 October 2020 3-month JIBAR3 plus 0.8% 20 5 R5.04

1.  A period after the disbursement where no capital repayments are required

2.  LIBOR (London Interbank Offered Rate)  

3.  JIBAR (Johannesburg Interbank Average Rate)



Yield Curve

 Emerging market asset class impacted
negatively during the COVID-19 crisis.

 Investors showed a risk-off mood.

― SA situation was exacerbated by 

sovereign ratings actions.

 The fixed-rate bonds weakened by an
average of 35 basis points

― The R208 bond (maturity Mar 2021)

strengthened by about 257 bps from

March to October.

 Long-end inflation-linked bond yields are
also weaker since January 2020.

― The curve weakened by an average

of 58 basis points between March

and October 2020.

Fixed rate bond yields – Mar to Oct 2020

Inflation-linked bonds yields – Mar to Oct 2020

21
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Source: Share Transaction Totally Electronic LTD(Strate)

Holdings of domestic government bonds

Holdings of domestic government bonds, Dec 2016 – Oct 2020
 Non-resident holdings of South

African bonds have fallen from
37.1 per cent in December 2019
to 29.0 per cent in October
2020, their lowest level since
2011.

 The Republic recorded a total
nominal outflow of R66 billion
between December 2019 and
October 2020.

 This decline has been offset by
an increase in the bond holdings
of domestic banks, which have
increased from 16.8 per cent in
January 2020 to 22.6 per cent in
October 2020.

 South African banks’ exposure
to public-sector debt (bonds and
loans) grew from R174 billion in
2008 to R811 billion in February
2020.

Non-residents domestic government bond holdings, Oct 2019 – Oct 2020 



5. State-Owned Companies and Other State Institutions



State-Owned Companies 

 State-owned companies continue to present significant fiscal risks in the form of
contingent liabilities and direct requests for state financial support. COVID-19 and
associated restrictions on economic activity have increased the financial
pressures they face.

 Changing debt market dynamics and other factors threaten the survival of some
companies in their current form. Addressing these matters requires both decisive
government action and determined implementation of turnaround plans.

 Government’s guarantee portfolio has increased from R680 billion in March 2019
to R693.7 billion in March 2020, of which the largest facility has been granted to
Eskom (R350 billion).

24



Source: Department of Public Enterprises and National Treasury

State-Owned Companies (Continued)

Eskom As announced in the Budget Review, R23 billion is allocated to Eskom.

The utility has made some progress in implementing its turnaround plan by 

achieving some targeted cost savings, although lockdowns are likely to have 

reduced Eskom’s revenues during 2020.

The utility began implementing revised business models for each division and 

appointed divisional boards at the end of March 2020.

Land Bank Land Bank began defaulting on its debt obligations in April 2020. Government 

allocated R3 billion to stabilise the Land Bank through the June 2020 special 

adjustments budget. This funding, and collections from loan book repayments, 

allowed the entity to start paying overdue interest from August 2020.

South African Airways (SAA) An additional R10.5 billion is allocated to SAA to implement its business rescue 

plan. This allocation is funded through reductions to the baselines of national 

departments, public entities and conditional grants.  This allocation is in addition to 

the R16.4 billion allocated over the 2020 MTEF in the February Budget for settling 

guaranteed debt and interest. 

Road Accident Fund (RAF) RAF is government’s largest contingent liability. The RAF’s accumulated deficit is 

projected to grow to R593 billion by 2022/23. The Road Accident Benefit Scheme, 

which government developed to reduce this liability, was rejected by Parliament in 

August 2020 and the liability will continue to grow.

Airports Company South Africa Travel restrictions imposed during the coronavirus pandemic resulted in a sharp 

decline in air traffic volumes in 2020. Medium-term projections are also expected to 

be relatively low. As a result, ACSA does not have sufficient funds for its 

operational requirements. To address the shortfall, ACSA has secured short-term 

bank loans, reduced operational and capital expenditure, and revised its corporate 

strategy. In addition, ACSA has approached its shareholders for possible support. 

Government owns 75 per cent of ACSA.

25



6. Risks
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Risks to the economic and fiscal outlook

 Weaker-than-expected growth, continued deterioration in the public finances and a failure to
implement structural reforms.

 A second wave of COVID-19 infections, accompanied by new restrictions on economic activity,
would have significant implications for the outlook.

 Government’s fiscal position is a risk to growth: higher long-term

– borrowing costs and risk premiums have started to affect the broader economy.

 While global monetary policy is expected to continue supporting growth and liquidity, financial
market sentiment is likely to remain volatile. This implies continued bouts of risk aversion and
lower global capital flows to small, open developing countries like South Africa.

 Weaker-than-expected growth, continued deterioration in the public finances and a failure to
implement structural reforms.

 A second wave of COVID-19 infections, accompanied by new restrictions on economic activity,
would have significant implications for the outlook.

 Government’s fiscal position is a risk to growth: higher long-term

– borrowing costs and risk premiums have started to affect the broader economy.

 While global monetary policy is expected to continue supporting growth and liquidity, financial
market sentiment is likely to remain volatile. This implies continued bouts of risk aversion and
lower global capital flows to small, open developing countries like South Africa.



7. Conclusion



29

Conclusion

 Government remains committed to closing the budget deficit and stabilising the
national debt-to-GDP ratio.

 The outlook for fiscal risks has continued to deteriorate over the past year. Over the
medium to long term, the public finances will remain vulnerable to the four principal
risks covered in the MTBPS.

 The 2020 MTBPS proposes a fiscal consolidation to stabilise debt and promote
economic growth. Spending reductions will lower the budget deficit and are
weighted towards the wage bill to shift the composition of spending from
consumption to investment.

 Achieving the economic and fiscal objectives set out in the MTBPS will require a
significant effort across the entire public sector to prevent these risks from
materialising – and, where that is not possible, to mitigate and manage their
consequences.
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