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1. Key highlights 



Key investment highlights 
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Most developed economy in Sub-

Saharan Africa, with total GDP of 

c.USD309bn in 2014 

Prudent fiscal management, 

conservative debt profile, a flexible 

exchange rate and an effective 

inflation targeting regime 

Government has adopted the 

National Development Plan as the 

framework for economic and social 

transformation 

Diversified economy led by service 

and manufacturing sectors, and 

anchored by extensive infrastructure 

and large natural resource base 

In the medium term: (i) the 

expenditure ceiling set out in 2012 

has been maintained, and (ii) 

division of revenue accommodates 

continued investment in economic 

infrastructure 

High institutional quality secures 

experienced leadership in key 

institutions such as the South 

African Reserve Bank and the 

National Treasury 

Limited balance sheet exposure to 

offshore currencies at a sovereign 

and corporate level 

Broad political stability will remain, 

owing to the African National 

Congress (ANC)'s dominance at a 

national and provincial level 



National Development Plan (“NDP”) overview 
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Jobs Infrastructure Poverty and Social Wages Health 

• Target: to create 11 million 

new jobs by 2030 

• Key strategies in place  

include: 

- Employment tax incentive 

- Industrial support 

programmes and 

manufacturing incentives 

- Expanded Public Works 

Programme 

- Special economic zones 

to promote exports 

- Support for small, 

medium and micro 

enterprises 

 

• Public sector investment to 

total R847.3 bn over the 

medium term 

• Independent power 

producers programme 

diversifying out of 

renewables into: gas; hydro; 

coal; and cross border 

projects 

• Medupi and Kusile power 

stations construction 

underway 

• Transnet to upgrade coal, 

iron ore and manganese rail 

lines whilst 29 large bulk 

water schemes are under 

construction 

• The new bus rapid transit 

system will be constructed 

in nine cities 

 

• Community works 

programme to be 

established in every 

municipality 

• Support for smallholder 

farmers, rural employment 

programmes and land 

restitution 

 

• More than R21 bn allocated 

to build, refurbish and 

maintain health related 

infrastructure 

• Two National Health 

Insurance conditional grants 

will support contracting 

doctors and pilot health 

service innovations in 10 

districts 

• Health professions training 

and development grant will 

boost the number of health 

professionals in the public 

health sector 

• Recruit, train and deploy 

between 700 000 and 1.3 

million community health 

workers to implement 

community-based health 

care 

The NDP was established in 2011 in a bid to eliminate poverty and reduce inequality in South Africa by 

2030. Some of its key policy objectives are: 

 



Medium Term Strategic Framework (“MTSF”), 

implementing the NDP  

• South Africa has begun a new phase of its 

democratic transition 

• Electoral mandate of fifth democratic government 

is to deepen transformation and implement the 

NDP 

• Mandate also speaks to accelerating growth, 

creating employment opportunities and promoting 

investment in a competitive economy.  

• Constitutional commitment to providing improved 

quality of life for all citizens remains the key 

cornerstone 

 

• Strategic plan for the 2014 – 2019 electoral term 

• Reflects commitments made in election manifesto 

of governing party, including commitment to NDP 

• MTSF sets out the actions government will take 

and targets to be achieved 

• Provides framework for other plans  

• MTSF highlights government’s support for a 

competitive economy  

 

• Quality basic education  

• Improved access to basic healthcare  

• More efficient public policing and better law 

enforcement 

• Skilled and capable workforce to support 

inclusive growth path 

• An efficient, competitive and responsive 

economic infrastructure network 

• Vibrant, equitable and sustainable rural 

communities contributing to food security 

• Sustainable human settlements and improved 

quality of household life 

• Responsive, accountable effective and efficient 

local government 

• Protect and enhance our environmental assets 

and natural resources 

• An efficient, effective and development-oriented 

public service  
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Background Priorities over next five years 

Purpose 



• South Africa faces a difficult period 

ahead as a result of a weak global 

outlook and domestic constraints to 

economic growth 

• Increases in personal income tax rates 

and general fuel levy to add R16.8 billion 

to gross tax revenue in 2015/16 

• Main budget non-interest expenditure 

ceiling reduced by R25 billion over the 

next two years 

• Real growth in non-interest spending to 

average 2.1% over the next three years; 

more closely aligned to long-term 

average real GDP growth from 2017/18 
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• Government expenditure to increase 

from R1.24 trillion in 2014/15 to R1.56 

trillion in 2017/18 

• Debt-to-GDP expected to stabilise at 

43.7% in 2017/18 

• Total public-sector infrastructure 

spending of R813.1 billion is projected 

over the medium-term  

• To eliminate poverty and reduce 

inequality, South Africa requires much 

higher levels of economic growth, 

supported by accelerated 

implementation of structural reforms 

identified in the National Development 

Plan 

2015 Budget highlights 
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2. Macro economic developments 



Global growth is uncertain, and has been revised 

downwards despite lower oil prices 

• Weaker global growth prospects and slower 

growth in key emerging markets introduce a 

degree of uncertainty  

• Growth is picking up in the US, but remains 

weak in Europe and Japan 

• China’s GDP is projected to slow to 6.8% in 

2016 but the growth outlook for sub-

Saharan Africa remains robust despite 

lower commodity prices 

• Lower oil prices over the short-term is 

expected to boost global growth, trade and 

consumption  

• South Africa’s terms of trade, inflation 

and current account will benefit from the 

decline in the oil price  
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IMF growth projections 2013-2016 

1. IMF World Economic Outlook, January 2015 

2. IMF World Economic Outlook Update, October 2014 

3. National Treasury forecasts 

Region/country 2013 2014 2015 2016 

Percentage GDP projections¹ 

World 3.3 3.3 3.5 3.7 

Advanced economies 1.3 1.8 2.4 2.4 

 United States 2.2 2.4 3.6 3.3 

 Euro area -0.5 0.8 1.2 1.4 

 United Kingdom 1.7 2.6 2.7 2.4 

 Japan 1.6 0.1 0.6 0.8 

Emerging markets and 

developing economies 

4.7 4.4 4.3 4.7 

 Brazil 2.5 0.1 0.3 1.5 

 Russia 1.3 0.6 -3 -1.0 

 India 5.0 5.8 6.3 6.5 

 China 7.8 7.4 6.8 6.3 

Sub-Saharan Africa 5.2 4.8 4.9 5.2 

 South Africa³ 2.2 1.4 2 2.4 



GDP growth is projected to improve over the 

medium-term 
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Macroeconomic forecast , 2011-2017 

Calendar year 2011 2012 2013 2014 2015 2016 2017 

Actual Estimate Forecast 

Percentage change 

Final household consumption 4.9 3.4 2.9 1.2 2.0 2.6 3.0 

Final government consumption 1.7 3.4 3.3 1.9 1.6 0.7 0.7 

Gross fixed-capital formation 5.7 3.6 7.6 -0.6 2.2 3.4 3.8 

Gross domestic expenditure 4.9 3.9 1.4 1.1 2.4 2.7 3.1 

Exports 4.3 0.1 4.6 0.9 3.3 4.6 5.0 

Imports 10.5 6.0 1.8 -0.3 4.6 5.3 5.5 

Real GDP growth 3.2 2.2 2.2 1.4 2.0 2.4 3.0 

GDP inflation 6.7 5.5 6.0 6.1 6.1 5.5 5.5 

GDP at current prices (R billion) 3 025 3 263 3 534 3 802 4 113 4 443 4 830 

CPI inflation 5.0 5.7 5.8 6.1 4.3 5.9 5.7 

Current account balance (% of GDP) -2.2 -5.0 -5.8 -5.8 -4.5 -4.9 -5.2 

Source: Reserve Bank and National Treasury 



Government aims to raise the growth potential 

over the medium-term 

• Short-term measures are being 

implemented to improve the current 

electricity supply shortage, while 

government is bringing more private 

participation in the electricity 

generation market 

• Improve labour relations in order to 

reduce the impact of strikes on the 

economy 

• Government continues to invest heavily 

in infrastructure, which will reduce the 

cost of communications and transport 

• Various incentives and programmes 

have been introduced to assist job 

seekers and build skills in the economy 
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• Several regulatory reforms and 

administrative improvements have been 

completed to enhance business 

conditions and confidence 

• The establishment of special economic 

zones, various tax incentives and 

grant funding for upgrading equipment 

and processes should help local firms 

become more competitive 

• Reducing macroeconomic 

imbalances, including narrowing the 

budget deficit as a proportion of GDP 

and consolidating the debt ratio, will 

provide a sound and predictable basis 

for achieving these structural reforms 



Electricity supply will be a major constraint to 

economic growth over the next few years 
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South Africa must use current challenges as an opportunity to shift towards a less energy 

intensive growth path 

 

Physically constrain output and consumption directly, 
thereby contributing to slower growth and job creation  

Lower investor confidence, and combined with the 
difficultly in obtaining new electricity connections, will 

significantly reduce new investment 

Lower consumer confidence and social happiness 

 

 

Forecasts for household 

consumption and 

investment and exports 

(which tend to be 

electricity intensive) have 

been revised downwards 

despite terms of trade and 

competitiveness gains 

 

 

Supply side shortages, brought about by unplanned outages and a decrease in plant 

availability have already resulted in load curtailment 

Constraints are expected to persist for at least the next three years. This is likely to: 



Electricity interventions 

 Eskom will receive allocations of R23 billion, to be raised through the 

sale of non-core government assets 

  

13 

Short-term funding, 
maintenance and diesel 

supply concerns  

Speeding up the 
completion of the Medupi 
and Kusile power stations 

Procuring additional co-
generation capacity of 
about 800 MW over the 

next six months 

Increasing gas generation: Request for 
proposals for 3 126 MW of power from 

natural gas has been released, with initial 
power expected to be available by 2020. 

Steps are also under way to switch 
Eskom’s open-cycle gas turbines from 

diesel to natural gas 

Obtaining up to 2 500 MW from 
independent power producers generating 
electricity from coal; this power should 

start being added to the grid by 2020 

Government (the Inter-Ministerial Committee and the War Room) is working to address the 

following:  
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3. Fiscal policy 

 



Fiscal framework including the fiscal package 
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Consolidated fiscal framework, 2011/12 – 2017/18 

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 

R billion/percentage of GDP 

Outcome Revised 

estimate 

Medium-term estimates 

Revenue 842 .2 908.7 1 008.1 1 091.0 1 188.9 1 331.5 1 439.5 

  27.3% 27.3% 27.9% 28.1% 28.4% 29.3% 29.2% 

Non-interest expenditure 870.6 951.3 1 036.1 1 122.6 1 218.6 1 302.0 1 403.5 

28.3% 28.6% 28.7% 28.9% 29.1% 28.7% 28.5% 

Interest payments 81.7 93.3 109.3 120.8 132.4 146 .8 158.3 

  2.7% 2.8% 3.0% 3.1% 3.2% 3.2% 3.2% 

Expenditure 952.3 1 044.6 1 145.3 1 243 .4 1 351.0 1 448.8 1 561.7 

  30.9% 31.4% 31.7% 32.0% 32.2% 3 1.9% 31.7% 

Budget balance -110 .1 -135.8 -137.2 -152.4 -162.2 -117.3 -122.2 

  -3.6% -4.1% -3.8% -3.9% -3.9% -2.6% -2.5% 

Source: National Treasury 



Fiscal package stabilises the national debt-to-GDP ratio 
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• Main budget balance moves into balance by 2017/18 

• Net loan debt (i.e. gross debt less cash balances) is expected to stabilise at 43.7 

% of GDP in 2017/18 

• Total nominal gross debt stock is projected to grow from R1.8 trillion in 2014/15 

to R2.3 trillion in 2017/18 

  

 

 

 

 

 

 

 

 

 

 

Revenue and non-interest spending – main budget,  

1996/97 – 2017/18 

National government debt outlook,  

2005/06 – 2020/21 

Source: National Treasury 
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Fiscal package shows commitment to fiscal 

sustainability 
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Increase 
personal income 
tax rates and the 
general fuel levy, 

raising an 
additional R16.8 
billion in 2015/16 

Ensure that the 
financing of 
state-owned 

companies does 
not increase 

national 
government’s 
budget deficit 

Withhold 
additional 

resources for 
changes to 
personnel 
numbers  

Reduce the 
expenditure ceiling 
by R25 billion over 
the next two years, 
compared with the 

2014 Budget 
baseline 

Strengthen 
budget 

preparation and 
expenditure 
controls to 

improve 
efficiency of 

resource 
allocation and 

the composition 
of spending 

Since 2012, government has pointed out that a deterioration of the economic 

environment would warrant a reconsideration of expenditure and revenue 

plans.  

Therefore, the 2015 Budget proposals set out to: 



Revenue and tax measures to raise additional 

R16.8 billion 
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Income taxes 

• Personal income tax 
rates, except for the 
lowest bracket, increase 
by 1%, generating R9.4 
billion in 2015/16 

Fuel levies 

• Fuel levies increase by 
80.5 c/litre: 

• A 30.5 cent increase in 
the general fuel levy 
raises an additional 
R6.5 billion in 2015/16 

• A 50 cent increase in the 
earmarked RAF fuel 
levy generates an 
additional R9 billion to 
help close the RAF’s 
cash deficit  

UIF 

• Government proposes a 
temporary reduction in 
the monthly UIF 
contribution threshold 
from the current R14 872 
to R1 000, reducing the 
UIF’s surplus by about 
R15 billion in 2015/16 

Energy efficiency taxes 

• Tax measures to increase 
energy efficiency to be 
discussed with industry 
and other stakeholders 

Transfer pricing 

• Improvements to 
reporting and revised 
rules to address transfer 
pricing and base erosion 

Transfer duties 

• Changes to transfer 
duties on the sale of 
property give relief to 
middle-income 
households 



Supporting SOCs remains budget deficit neutral 

• Government is taking several short-term measures to address immediate 

requirements 

– Eskom will receive allocations of R23 billion, to be raised through the sale 

of non-core government assets 

– South African Airways has been granted a R6.5 billion going-concern 

guarantee to finalise its 2013/14 annual report, in addition to the R7.9 

billion in guarantees already extended to the airline 

– The South African Post Office has been provided with a R270 million 

overdraft guarantee and a R1.7 billion going-concern guarantee 

– The South African National Roads Agency Limited will continue to 

leverage the R38.9 billion government guarantee to fund GFIP 

• Government established an inter-ministerial committee to work with state-

owned companies  

• Exploring options for private investment to strengthen balance sheets of 

state-owned companies  
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Wage bill growth remains stable over the medium-

term 
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• Compensation stabilises as a share of 

total expenditure 

• Capital is the fastest-growing area of 

non-interest expenditure over the 

medium-term 

• Goods and services decline in real terms  

• Government is committed to negotiating 

wage settlements that would not 

compromise the fiscus 

• Cost-containment measures in  2013/14 

and 2014/15 resulted in expenditure on 

business consultants, catering, 

entertainment, travel and subsistence  

falling  by approximately R1.5 billion  

 

Source: National Treasury 

Spending growth , 2011/12 – 2014/15 and 2014/15 – 2017/18 
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4. Financing of national borrowing requirement 



National government borrowing requirement and 

financing 

• Budget balance to moderate to R173 billion in 2015/16 from R180 billion in 2014/15 

• Gross domestic long-term loans to moderate to R172 billion in 2015/16 from R189 

billion in 2014/15 

• Loan redemptions projected to total R190 billion over medium-term of which 90% is 

domestic debt 

22 

Financing of national government borrowing requirement, 2013/14 – 2017/18  

R million 

2013/14 2014/15 2015/16 2016/17 2017/18 

Outcome Budget Revised Medium term estimates 

Main budget balance
 

-160 499 -179 781 -180 853 -173 054 -143 956 -155 453 

Financing   23 000 10 000 13 000 20 000 40 000 

Domestic short-term loans (net) 23 048       

 Treasury bills 20 221 23 000 10 000 13 000 20 000 40 000 

 Corporation for Public Deposits 2 827 – – – – – 

Domestic long-term loans (net) 149 414 132 098 156 449 144 809 115 638 97 718 

 Market loans (gross) 172 112 167 103 189 856 172 500 172 500 185 000 

 Loans issued for switches
 

-1 135 – 247 – – – 

 Redemptions -21 563 -35 005 -33 654 -27 691 -56 862 -87 282 

Foreign loans (net) 378 1 288 8 356 7 797 4 208 13 373 

 Market loans (gross) 19 619 16 290 22 952 11 530 16 815 17 115 

 Redemptions (including revaluation of loans) -19 241 -15 002 -14 596 -3 733 -12 607 -3 742 

Change in cash and other balances
 

-12 341 23 395 6 048 7 448 4 110 4 362 

 Cash balances -16 292 18 895 1 847 3 662 -100 503 

 Other balances
 

3 951 4 500 4 201 3 786 4 210 3 859 

Total 160 499 179 781 180 853 173 054 143 956 155 453 

Source: National Treasury 



 

Cash balances to finance part of the 

borrowing requirement 
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Changes in cash balances,2013/14 - 2017/18 

2013/14 2014/15 2015/16 2016/17 2017/18 

R million Outcome Budget Revised Medium -term estimates 

Rand currency   123 157 120 807 112 157 112 157 110 157 

Opening balance 103 774       

Closing balance 120 807 107 157 112 157 112 157 110 157 107 157 

 of which:         

 Tax and loan accounts 53 650 40 000 45 000 45 000 43 000 40 000 

Change in rand cash balance¹
 

-17 033 16 000 8 650 – 2 000 3 000 

 (opening less closing balance)             

Foreign currency²   63 254 63 087 69 890 66 228 68 328 

Opening balance 63 828       

Closing balance 63 087 60 359 69 890 66 228 68 328 70 825 

 US$ equivalent 7 990 7 522 8 271 7 779 7 524 7 524 

Change in foreign currency 741 2 895 -6 803 3 662 -2 100 -2 497 

cash balance¹         

(opening less closing balance)             

Total change in cash balances¹ -16 292 18 895 1 847 3 662 -100 503 

Total closing cash balance 183 894 167 516 182 047 178 385 178 485 177 982 

Source: National Treasury 

¹ A negative value indicates an increase in cash balances and a positive value indicates that cash is used to 

finance part of the borrowing requirement 

³ Rand values at which foreign currency was purchased or borrowed 



High redemptions over the MTEF and beyond  
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• Loan redemptions will increase sharply averaging R88.5 billion in 2017/18 to 2020/21 

• Mitigating strategies are: 

– Cash will be accumulated from higher borrowing  

– Bond switch programme will be used to exchange short-dated bonds for longer-

dated bonds 

 
Maturity profile (March 2015) 

Source: National Treasury 

Domestic government bond maturities, 2011/12 – 2020/21 
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Non-resident holdings increased significantly since 

2009 and remains resilient 

• Despite anxiety over emerging market risk, global investors continue to see value in South 

Africa 

Non-residents holdings reached a high of 38.8% in July 2014 

• Non-residents purchased a net R47 billion of local currency government bonds during 

2014, increasing total holdings to R448.9 billion 

Totaled 36.4% at the  end of March 2015 
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Holdings of domestic government bonds (%), 2009 – Mar 

2015 

Source: Share Transaction Totally Electronic LTD(Strate) 

Non-residents domestic government bond holdings, 2009 - 

2014 
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5. SOCs borrowing requirement and guarantees 
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• As a result of SOC 

capital expenditure 

plans, an additional 

R78.9 billion is 

expected to be added 

to the debt of SOCs 

• While most of the debt 

will be raised in the 

domestic market, the 

foreign debt proportion 

remains significant, 

averaging 36% over the 

medium-term 

Borrowing Requirements , 2013/14 – 2017/18 

Borrowing requirements of  state-owned 

companies and development finance institutions 

2013/14 2014/15 2015/16 2016/17 2017/18 

R billion Outcome Budget Revised Medium-term estimates 

Domestic loans (gross) 64.8 51.6 69.5 71.1 81.9 75.4 

Short-term 26 32.9 29.8 26.8 26.5 29.1 

Long-term 38.8 18.7 39.7 44.3 55.4 46.3 

Foreign loans (gross) 37.4 25.1 43.8 51.0 39.6 38.7 

Long-term 37.4 25.1 43.8 51.0 39.6 38.7 

     of which: 

     Export credit agency 8.7 3.8 8.5 5.0 5.5 5.2 

     Multilateral institutions 10.3 7.2 17.4 15.7 26.9 25.0 

Total 102.2 76.7 113.3 122.1 121.5 114.1 

Percentage of total: 

Domestic loans 63.4% 67.3% 61.3% 58.2% 67.4% 66.1% 

Foreign loans  36.6% 32.7% 38.7% 41.8% 32.6% 33.9% 

Source:  National Treasury 

Note:  This table covers the top 10 borrowers: Airports Company of South Africa, Eskom, Rand Water, Trans-

Caledon Tunnel Authority, Umgeni Water, SANRAL, Transnet, Development Bank of Southern Africa, 

Industrial Development Corporation and the Land Bank 
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Guarantee exposure to major SOCs and DFIs, 2013/14 – 2014/15 

• New guarantees issued during  

2014/15: 

− SAA:  R6.5 billion  

− SAPO: R1.9 billion 

− SAX: R0.6 billion 

• Where funding or guarantees 

are issued by Government: 

− Public entities must 

demonstrate sound 

business plans 

− Public entities will be 

required to strengthen 

internal governance and 

improve operational 

performance 

− Close monitoring will 

take place to ensure 

improved commercial 

performance  

Guarantee exposure of major state-owned 

companies 

2013/14 2014/15 

R billion Guarantee Exposure1 Guarantee Exposure1 

Total 469.3 209.6 461.1 224.9 

of which:     

Eskom 350.0 125.1 350.0 144.5 

SANRAL 38.7 23.9 38.9 30.2 

Denel 1.9 1.9 1.9 1.9 

Development Bank of Southern 

Africa 

29.6 25.6 14.4 10.1 

Industrial Development 

Corporation 

2.1 0.5 1.8 0.4 

Trans-Caledon Tunnel Authority 25.7 20.5 25.7 20.7 

South African Airways 7.9 5.0 14.4 8.3 

Transnet 3.5 3.8 3.5 3.8 

Land and Agricultural  3.5 1.1 2.6 2.1 

Bank of South Africa     

South African Post Office – – 1.9 0.1 

South African Express Airways 0.5 0.5 1.1 1.1 

Other 5.9 1.7 4.9 1.6 

Source:  National Treasury 
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6. Monetary policy and SA banking sector  



Source: Stats SA, Bloomberg 

Inflation profile 

• Headline consumer inflation breached the Bank's 3 to 

6 per cent target range in the five months to August 

2014. This inflation averaged 6,2 per cent in 3Q2014 and 

6,4 per cent in 2Q2014, reflecting strong increases in food 

and energy prices. However, headline consumer inflation 

moved into a downtrend in 4Q2014, alongside the decline 

in the international oil price 

   

• In February 2015, headline consumer inflation slowed 

to 3,9 per cent (year-on-year) from 4,4 per cent the 

previous month. The lower reading was mainly due to a 

decline of 93 cents per litre in fuel prices during the month 
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Targeted and core inflation  
Estimated contribution of food and petrol price changes to 

headline inflation 
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• Core inflation, which excludes food, petrol and energy, 

measured 5,8 per cent in February 2015 for a second 

consecutive month 

  

• Headline inflation is expected to average 4,8 per cent 

in 2015 and 5,9 per cent in 2016 

 

• Food and petrol prices comprise just under 20 per 

cent of total inflation 



Inflation expectations 

• The BER 1Q2015 inflation expectations survey indicated that on average, respondents forecast 

inflation to decline to 5,4 per cent in 2015. The lower forecast was mainly attributed to the decline in 

the inflation expectations of analysts to 4,4 per cent 

  

• The survey also showed that on average, respondents expect inflation to increase to close to the 

upper end of the Bank’s inflation target in 2016 and 2017 

Source: Stats SA, SARB, BER 
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Inflation expectations 
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ZAR exchange rate 

• The exchange rate has moved along a relatively flat, but volatile trend since the beginning of 2014 

• Global factors influencing rand movements include diverging global monetary policy action reflecting 

increasing divergence in economic outcomes globally and increasing uncertainty 

• The wide domestic current-account deficit remains a risk to the currency outlook  

• The rand continues to be sensitive to changes in sentiment, global economic and policy outcomes 

and the domestic economic performance 
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Exchange rate movement Rand movements and inflation 

Source: Stats SA, SARB 
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Real effective exchange rate of the rand

Nominal effective exchange rate of the rand (right-hand scale)
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Source: SARB, Reuters 

Monetary policy stance 

• Monetary policy remains accommodative, 

however, the “scope has narrowed” for room to 

pause in the normalisation cycle 

• Upside risks to the inflation forecast stem 

from possible further rand weakness in the face 

of policy tightening in the US, concerns about 

wage settlements and a potential additional 

increase in electricity tariffs 

 

• Risks to the growth outlook are moderately to 

the downside due to electricity supply 

constraints, low business confidence and 

declining consumption expenditure 

 

• Future interest rate decisions will be 

dependant on a number of factors, which include 

the evolution of inflation expectations, the 

inflation outlook, the speed of normalisation in 

the US and response of the EUR to quantitative 

easing, and the pace of the domestic recovery 

 

Nominal and real repo rate 
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Sound and stable banking system 
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• Total assets grew by 9,55 per cent year-on-year in September 2014 to R4,2 trillion 

 

• The South African banking sector is adequately capitalised (Basel III implemented in 2013). Comprises of 

mostly common equity, the highest quality capital 

 

• Unsecured lending (all retail asset classes) growth slowed from 8,1 per cent in February 2014 to 2,5 per 

cent in February 2015. Unsecured lending as a percentage of total lending is declining 

 

• Credit quality for the sector has continued to improve, with impaired advances continuing its declining trend 

 

• The banking sector liquidity coverage ratio is  78 per cent, greater than Basel III minimum of 60 per cent 

Source: SARB,  2015  

Total assets and gross loans and advances Selected indicators of South African banks - February 2015 
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Total assets
Gross loans and advances
Growth in total assets (rhs)
Growth in gross loans and advances (rhs)

Total capital adequacy ratio (CAR) 14,28% 

Tier 1 CAR 11,57% 

Common equity tier 1 CAR 11,11% 

Gross loans and advances R3,3 tn 

Impaired advances R106,8 bn 

Impaired advances to gross loans and advances (smoothed) 3,23% 

Return on assets (smoothed) 1,12% 

Return on equity (smoothed) 15,26% 

Cost-to-income ratio (smoothed) 53,90% 

Liquidity coverage ratio 77,75% 

Liquid assets held to liquid asset ratio 212,24% 



The banking sector is efficient and profitable 
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Cost-to-income ratio and jaws ratio 

Source: SARB 

Balance sheet income statement 

• The y/y jaws ratio increased from -0,7 per cent (at the end of January 2015) to 1,1 per cent (at the end of February 

2015) 

− y/y growth rate of  operating income began exceeding the y/y growth rate of operating expenses in February 2015 

• The banking sector’s efficiency ratio (or cost-to-income ratio) decreased from 54,4 per cent (at the end of January 

2015) to 53,9 per cent (at the end of February 2015) 

− y/y operating profit increased due to increased non-interest revenue (increases in dividend income, service 

changes and net trading income) 

− y/y net interest income increased, mainly due to interest received from other loans and advances 

• Banking sector profitability is improving 

− ROE increased from 14 per cent (February 2014) to 15 per cent (February 2015) 
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THANK YOU 


