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MacroTrends provides perspective and insight into the present macro economic 

climate, which impacts the decisions made by business owners on a daily basis. 

Factual information distilled to a few key messages aims to provide an indication of 

where the South African economy is heading, promoting informed decision making.   

We specialise in
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Eight years after the onset of the global financial crisis, growth in 
many major economies remains lukewarm, while overall inflation 
shows no signs of demand pressures. Even unconventional policy 
measures like negative interest rates – notably in Europe and 
Japan - still come up short in enticing companies to borrow and 
banks to lend more aggressively.

This ongoing tentative post-2008 economic atmosphere is 
aided by geopolitical tensions, party-political discord in leading 
countries, a powerful anti-establishment groundswell, and 
persistently low commodity prices.  The Brexit fallout had done 
its part to contribute to this aura of uncertainty - and threats of 
more EU mutineering fuel a ‘wait-and-see’ atmosphere.

The Brexit follow-on should marginally stifle economic growth 
in the UK in the foreseeable future.  A slightly weaker UK 
economy should however not have a substantial impact on world 
production; the UK economy represents 4% of world GDP.  The 
pressure on the British pound – down nearly 20% against the 
Euro over the last 12 months – should have a visible influence 
on UK trade patterns and investment flows.  
The UK is the world’s 9th largest exporter 
(exporting 27% of its GDP), and is the world’s 
6th largest importer (UK imports equal 30% of 
GDP).  The UK sits with the world’s 2nd largest 
stock of inward direct investment as a country 
(‘foreigners’ investment money’); investors are 
highly sensitive to exchange rate prospects.    

The IMF expects global economic growth for the 
year to average 3.2% - and expects it to tick up 
to 3.5% in 2017 (Graph 1).  Its main impetus 
is expected to come from a recovery in those 
emerging countries that were hardest hit by the 
collapse in commodity prices in 2014 and 2015.
South Africa’s GDP swung to contraction in the 

first quarter of this year.  GDP declined a steep 1.2% over the 
previous quarter, in annualized terms.  The disappointing figure 
was due to decelerations in most of the sectors of the economy 
- with mining and agriculture recording the steepest weakening. 
Notably, ESKOM’s electricity output for the first months of the 
year recorded 5-year lows. 

The subdued GDP figures coincided with 
South Africa narrowly dodging ratings 
downgrades from the major credit rating 
agencies in June.  The next ratings review 
is in December 2016.  A record number of 
emerging economies are expected to be 
downgraded this year.  Fifteen sovereign 
downgrades have already been enacted in 
the first half of the year, with 22 countries 
carrying a negative outlook.

Discounting the effect of the drought 
and commodity prices on the economy, 
positive signs started to emerge from 
April.  Manufacturing production started to 

accelerate, with new orders driven by rising export demand.  
Viewing this trend against the background of a whopping 17% 
increase in tourist arrivals in the first four months of the year 
and a much improved trade balance, it is clear that the weak 
rand is working its way into foreign demand for SA products and 
services.  Net monthly purchases by foreigners of SA shares 
have reached its longest stretch in more than 14 years in July.   

Inflation inched down to 6.1% in May, recording the lowest 
reading in five months.  This downtrend in price increases, seen 
with the muted rate of increase in private sector credit demand 
(Graph 2) - and a 15% strengthening of the rand against the 
US dollar between January and July 2016 - convinced the South 

African Reserve Bank to keep its benchmark interest on hold at 
its May 2016 meeting.  General expectations are that interest 
rates may increase at most by another 0.5 percentage points in 
the next 12 months, compared to a 1.25 percentage point rise 
over the last year.

All in all, the South African economy is expected to grow by 
around 0.5% this year and 1.4% in 2017. 

SA Business Indicators

Online shopping in SA is expected to breach 1% of total retail 
sales in 2016 – a year-on-year growth of 20%.  In the US, 
e-commerce represents 10%.  Current forecasts point to online 
sales in SA doubling - to 2% of total sales over the next four 
years. 

Starbucks opened its first store in April to much fanfare, with 
a surprised CEO commenting that the “SA coffee market is 
much larger than we thought”. Current plans include investing 
R130 million in 15 stores over the next two years, followed by 
an additional 150 stores in the years that follow (at a rate of 20 
a year). 

Funding for local private equity deals reached R29 billion in 2015 
- a new record for the industry - and an increase of 145% from 
R11.8 billion in 2014.  Interestingly, the majority of funds raised 
were from SA sources, through independent fund managers 
acting on behalf of third-party investors. It’s noteworthy that 
nearly 62% of the deals secured in 2015 involved companies 
with a BEE rating of four or better. 

Both MTN and DSTV (hopefully) learned some valuable lessons 
in their recent dealings with governments across Africa. For 
MTN, it was a R71 billion regulatory fine (recently reduced to 
R25 billion) in Nigeria, followed by a R1.5 billion tax penalty 
in Cameroon (still pending).  DSTV has had to contend with 
bullying and outrageous requests from the Nigerian government, 
ranging from censorship decrees, having to “compensate” 
subscribers, being barred from making price adjustments, the 
mandatory introduction of toll-free call centres, and a vague 
directive instructing that all subscribers should have “good TV 
channels”.

It’s expensive to be poor.  Recent research again highlights 
“the toilet paper effect”, which demonstrates that lower income 
households tend to pay at least 6% more per sheet, plainly due 
to the fact that they are not in a position to buy in bulk, can’t 
afford a longer lasting product, or don’t have immediate access 
to funds when an item is on sale.  These “margins on poorness” 
are also prevalent in banking, insurance, education and health.

R228 billion will be invested in the expansion and upgrades of 
our ports over the next 3 decades (R140 billion from Transnet, 
and R88 billion from the terminal operators).  Capacity demand 
will rise 23% at all our major ports within the next 9 years.

Unemployed people in SA with prior work experience are almost 
50% more likely to find a job than those without, according to 
a new working paper from the IMF.  Young people who have 
never worked become increasingly unlikely ever to get jobs, 
entrenching youth unemployment, which is much higher than 
SA’s overall unemployment rate of 26%.

We currently have close to 2 000 shopping malls scattered 
across SA, the 6th most in the world. We’re ranked just behind 
the US, Japan, Canada, UK and China.  Our retail sector 
currently contributes +-15% to the GDP, and provides 1.1 m 
jobs (600 000 permanent jobs, and 500 000 indirectly).  Experts 
have hinted that saturation may give rise to a heavier focus on 
refurbishments in the coming years.

France and SA have signed an agreement to boost trade and 
investment between them in July - on the sidelines of President 
Jacob Zuma’s state visit to France.  This follows a meeting 
between the South Africa-India CEO’s Forum to continue with its 
work of ensuring growth in investment and trade between the 
two countries; the meeting coincided with the official state visit 
by Indian Prime Minister Narendra Modi.

The Western Cape and Gauteng are rolling out the red carpet to 
investors by slashing red tape in a bid to keep their competitive 
economic edge.  The Western Cape has a dedicated Red Tape 
Reduction Unit, founded in 2011, which assists businesses by 
cutting bureaucracy.  The unit does this through case-by-case 
interventions, regulation or legislation changes and institutional 
behavioural changes.  The Gauteng MEC for economic 
development said the province had started making inroads on 
red tape.  “The payment of service providers, for example, has 
been reduced from more than 30 days to less than 15 days. 

The mining industry has cut about 47 000 jobs between 2012 
and 2015.  It is expected that another 32 000 jobs could be shed 
in 2016.  Around 450 000 people are employed in the SA mining 
industry.

South Africa’s property sector has expanded by an impressive 
R1 trillion in the last four years (to R5.8 trillion).  Residential 
properties account for more than half of the sector’s value 
(R3.9 trillion, 6.1 million registered properties).

Toyota recently announced that it will invest a further 
R6.1 billion in its production plant in Durban.  They currently 
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Graph 1: World economic growth prospects

Graph 2: Low private sector appetite for credit



export to 74 countries (primarily Africa and parts of Western 
Europe).  BMW announced late last year that it is investing 
R6 billion in its Pretoria plant. Recent figures show that 
R25 billion has been invested in the car industry over the past 
five years.  Still, we produce just less than 1% of the 90-million 
vehicles made worldwide each year.

SA is leading the charge when it comes to clean energy 
investment in Africa.  Since 2011, we have invested more than 
R245 billion in solar and wind technology. Morocco and Kenya, 
who have spent R64 billion and R36 billion respectively, are the 
other notable standouts.

We often hear people longing for the exchange rate of old, 
especially when it was R0.71 for $1 in 1971, not really 
understanding the relative context.  A recent study shows that, 
in terms of purchasing power, the $1 it would have cost for a loaf 
of bread in 2015 (R12) is almost identical to the $1 you would 
have paid in 1971 (R0.50).

The recently proposed sugar tax, bar any unforeseen delays, will 
come into effect on the 1st of April 2017.  The tax will effectively 
increase the price of sweetened drinks by R2.29 per litre.  A 
higher percentage (“penalty fee”) will be applied to beverages 

not clearly indicating their nutritional values and contents.

The US stock indexes set record highs in mid-July.  The 
benchmark Dow Jones Industrial Index rose by 17% from its low 
in February 2016.  The JSE All Share Index is up by around 14% 
from its low in January.  
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JSE All Share Performance (%)

*Measured in rand (to July 2016)


