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Uncertain global environment: current conditions, policy, trajectories
Global disinflation has slowed, stalling: reversal next?

Global growth modest and fragile, with large downside risks

In stagflation: policy path more uncertain

Domestic growth inconsistent, but seen lifting gradually

Inflation contained for now & outlook moderate

Rates lowered (75 bps), stance above but close to neutral

Range of risks lead to low forecast confidence



Global headline inflation eased further in 2024, but less than expected...
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Inertia from core inflation, remaining above targets

AE core inflation

8
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7 UK
——Eurozone
6 —Japan

Target: 2%
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Source: Haver
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Inflation also stubborn in some EMs

EM headline inflation

20

18 Chile Brazil

16 —Mexico ——Colombia
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—Poland* ——Romania*
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* Inflation target is 2.5% for these countries
Source: Haver
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Policy eased, but by less than expected

AE Nominal policy rates EM Nominal policy rates
South Africa
Japan I I
Poland
us* - Mexico
Chile
UK . B Brazil ]
Philippines
Eurozone - Indonesia
L | | | | | | | J
India
-3 -2 -1 0 1 2 3 4 5 6 I ! ! |
Policy rate at Sep 2024 SARB MPC (%) -6 0 6 12 18
® Net change since Sep 2024 SARB MPC (bps) Policy rate at Sep 2024 SARB MPC (%)
m Expected change by 2025Q1 as at Sep 2024 (bps) W Net change since Sep 2024 SARB MPC (bps)

B Expected change by 2025Q1 as at Sep 2024 (bps)

Current policy rate

Current policy rate

*Upper bound of the Fed Funds range
Sources: Bloomberg and Central banks Sources: Bloomberg and Central banks ﬂ
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Policy now less restrictive

Change in ex ante real policy rate gap*

3.3
1.5 T
1.0
0.5
2
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Advanced economies Emerging markets

* Difference between Apr 2025 real policy rate gap and Oct 2024 real policy rate gap
Source: Bloomberg, IMF, various Central banks and SARB
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...but measuring precisely hard, leads to caution

12
10

%
O N » O ®

Ex ante and neutral rate range

B Real neutral rate: range

Ex ante real rate (Apr 2025)

----------

Advanced economies

* Point estimate from QPM

Sources: Bloomberg, IMF, various Central banks and SARB
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Neutral rates in SA mostly domestic risk

South Africa Neutral real interest rate (NRIR) decomposition

3.5 i Equilibrium risk premium

3.0 G3 NRIR

25 B Expected change in exchange rate

—South Africa NRIR
2.0
1.5
X

1.0

0.0 -
-0.5 ...'..-—, s -
-1.0

2010 2012 2014 2016 2018 2020 2022 2024 2026
Source: SARB
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Global policy environment with rising uncertainty

Economic and trade policy uncertainty

700
600 —Trade policy uncertainty Economic policy uncertainty
500

400

M

Index

0
2000 2004 2008 2012 2016 2020 2024

Source: S R Baker, N Bloom and S J Davis, 'Measuring economic policy uncertainty', 2016
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With inflation expectations and recession risk up, greater stagflation risk

Inflation expectations*

forecasts
6 Us 4.1
—Eurozone .. .
5 UK 3.9 ——Real GDP ——Headline inflation
| 3.7
()
x 3 5 / WL
(8]
° 3.3

Evolution of 2025 global real GDP and inflation

0 2.7
A N O O Y
£ > > v V
D S M .
* US and UK one-year ahead; EZ two-years ahead

Source: Haver Source: Bloomberg consensus
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Growth relative to inflation outcomes lead market volatility
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Market-implied change in policy rate by end-2025
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Policy rate path now much less certain, but likely to remain higher for longer...

Policy rates in AEs*

6 us
UK
5 ——Eurozone
—Japan
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* Dotted lines indicate Oct 2024 forecasts
Source: Haver
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...more so in EMs given currency risk

Selected currency performance

105
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Sources: Bloomberg and JP Morgan
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Global growth modest, with major downside risks, more fragile...

Real GDP growth
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SA reflecting weak productive capacity and path dependency...

GDP and potential growth Output: distance from 2019 levels
6 120
4 110
2 | oYM TN\ —
S 100
i
0 I
=
S 90
-2 =
<
4 £ 80 ——Primary sector
GDP
. —Secondary sector
6 Potential 70
------ Long-run steady-state growth rate Tertiary sector
N > » o0 A ] o0
O M I D D O O N AV D
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Sources: Stats SA and SARB Sources: Stats SA and SARB
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And broader demand and supply contributing to weak investment

Real gross fixed capital formation

L —@General government Private sector

B Public corporations —Total
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...weighed down by supply-side bottlenecks

Cargo handled*

Weekly Energy Availability Factor* 130
75 Total cargo handled at ports
o TEUs handled
——@Goods transported: Rail
70 — Goods transported: Road
2019 average: 66.9% 110
........ )
65 | |- a
.......... A 100
.......... =,
X0 |V  \/ \ vt <,
.......... < 90
------ ()
......... §s
s | 0 ¥L Twy [ nl f=
80
50
70
45 60

2019 2020 2021 2022 2023 2024 2025

* Five-week centred moving average
Sources: Eskom and SARB

2019 2020 2021 2022 2023 2024 2025

* Five-month centred moving average
Source: Transnet
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...leaving consumer spending to do the heavy lifting on growth

Household balance sheet Real retail sales Cumulative two-pot gross
50 withdrawals
120 110
— Real disposable income 45.3
45 43.4
115 Real household net wealth
105
110 40
S 100 c 35.1
105 W gl M N MUY S 35
‘/\/ ey 2019-2023 E
(=] average
100 //\~ //\ = 95 x 39 29.0
()]
]
95 = 25
20
21.4
90 20
85
85
15
0 30 52.8“
S G I T, . SR Y T T T o L, ¢ =
&y Y 3 vV Vv Vv vV \%
LU A S SR O S S S O O S S 110ct 300ct 18Nov 31Jan 28Feb
Source: SARB Source: Stats SA Source: SARS
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Rate cuts transmitting to economy

Momentum in real household credit extension Momentum in real corporate credit extension
5 20
4 m 3m3m saar . 3m3m saar
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Source: SARB Source: SARB
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...Wwhile HH spending growth sustains on improving finances

Real disposable income* Real credit extension* Real consumption spending*
3.0 4 8
2.5 3 6
2.0 - 4
P ,l’ \ 2010 —19 avg
/ \ 2
\ ——
1.5 1 [} - ‘\\, Lk =
X e R / X0 |
> t ~s
; >0 fJ N\ r \
\ -2
1 NOmeT T -4
0.0 —
Short term credit -6
-2
-0.5 —Long term credit -8
3 —Total credit Q 1 T (N @ Q a1, (8 ©
-1.0 - M MIP I PP
2022 2023 2024 2025 2026 2027 2023 2024 2025 2026 2027
* Dotted line indicates forecast * Dotted lines indicate forecasts * Dotted line indicates forecast
Source: SARB Source: SARB Sources: Stats SA and SARB
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Medium-term growth lifts to around 2.0%, while public spending & net X neutral

Contributions to GDP

6

5 i Residual m Net exports
B Inventories Total investment

4 I Government consumption Household consumption
—GDP*

3

p

% points

2022 2023 2024 2025 2026 2027

* Percentage change
Sources: Stats SA and SARB



V:"
A

/AN
\V/

7 AN\
\/J

v:‘v
e b

/AN
\V/

':"
.

AN\
\V/a" a\V/4"a\V/a

<

4 A\":v 'y \\go

Cumulative MW

Looking ahead, improved energy supply & policy reform to provide impetus...
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Source

Private sector generation initiatives

PV
B Wind
Biogas

2026

: Eskom

2027

Rail tonnages
mmm Other

300 I Iron ore

Real investment*

Coal railed to RBCT*
Total Transnet rail volumes 250
250
226
\ i 193 e
o 200 B ;\ l
= [~ Sai1esi g | M A0 —opofoooo-
s 150 g
= 150 4
2
= 100
-6
50 -8
T t
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* Richards Bay Coal Terminal
Sources: Minerals Council South Africa, Richards Bay Coal
Terminal and SARS

* Horizontal dotted line indicate 2010-2019
averages. Small dotted line indicates forecast
Sources: Stats SA and SARB
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Demand and supply broadly balanced

Output gap estimates

Y

% of potential output

1 1 ' 1 1 1 1 1
(o} (o) ~N ()] (0] S w N

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
Source: SARB
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Inflation surprised to the downside in past six months

Headline inflation forecasts*

9

= Actual
8 -==Sep 2024
7 === Mar 2025

% change over 4 quarters

6
5 .
Midpoint
4 el
. N T \ G PO ’
3-6% inflation target band - s

3 ....................................................... v-al.'.-.f.’ ..........
2

1

0

2022 2023 2024 2025

* Dotted lines indicate forecasts
Sources: Stats SA and SARB
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CPI forecast error from components, turning points, and policy...

Contribution to 2024 inflation forecast errors

0.8 |mmmServices Core goods Overestimation
I Fuel B Electricity P
0.6 Food ——SARB \
—Reuters
— - H I
“_mB 7 =

0.2

% points

.|I‘IJ

0.0

Underestimation

Jan Mar May Jul Sep Nov|Jan Mar May Jul Sep Nov

Jan Mar May Jul Sep Nov

2022 2023

MPC meetings

2024

Source: SARB
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...on favourable price developments in food & fuel

Contributions to headline inflation

B Electricity (3.63%)
i Fuel (4.82%)
Food and NAB (17.14%)
Core (74.4%)
——Headline* (100%)
[]
2
£
2 ., A 5y
x

N B O B N W H U1 O N 00 ©

2021 2022 2023 2024 2025

*year-on-year percentage change
Sources: Stats SA and SARB
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And policy impacting on currency level & pass-through into core

Core inflation and NEER* Underlying inflation*
7 20 7
6 15 6 3-6% inflation target band
5 10
5 o
Midpoint
x4 > % R,
< I I
3
2 -5
——Core inflation 2 Core inflation
1 ——NEER (rhs) -10
1 * Shaded region indicates range of supercore inflation, core inflation, trimmed mean
0 -15 inflation and the persistent and common component of inflation
2022 2023 2024 2025 0
* > 0 = depreciation 2022 2023 2024 2025
Sources: Stats SA and SARB Sources: Stats SA and SARB
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Inflation seen bottoming out this year before reverting to target midpoint from 2026

Core versus non-core inflation*

18
Headline
16
—Core

w 14 Non-core
g
s 12
=}
(o
T 10
Q
>
o 8
()
b0
I T
S Midpoint . 13
\° ."__,J ....... v R ARSI MMM atane
° vET 3-6% inflation targetband_________ Pt S

p.

0

2022 2023 ploplis 2025 2026 2027

* Dotted lines indicate forecast
Sources: Stats SA and SARB
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Forecast enables policy settling around neutral

Headline inflation and repo rate*

Midpoint

X Headline inflation Repo rate

0

2021 2022 2023 2024 2025 2026 2027

* Dotted lines indicate forecasts
Sources: Stats SA and SARB



Market volatility spilling over into risk in the near term

6x9 Forward Rate Agreement* EMBI+SA
o 0 550
<
Q
< 20 500
c
()
£ 450
T 40
> 400
° o
9 _60 2 350
S =
(7]
2
£ 300
= -80
% 250
©
@ -100
200
(0] Dec Feb Apr o
* Indicates the market expectation of the change in policy rate starting 6-months from that 6\?’ Q’\'
point in time. v v

Sources: Bloomberg and SARB Source: SARB
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Tailwinds to inflation from rising production costs & exchange rate pass-through

Contribution to Exchange rate pass-through Estimated direct impact of increase in VAT on
16 1.0 headline inflation*
14 Services I Core goods Pass-through (100%)
s Food Fuel 0.8 ks
12 s Electricity —Headlin m Pass-through (78%)
..E 0.6 Jan 18 MPC
" 10 = 0.46
< X 0.4 0.36
o 8
" 0.25
X <> 0.20
6 0.2 0.17 .13 .
4 I
5 1pp increase 0.5pp increase 0.5pp increase
2018 2025 2026
L * Weight of VAT sensitive items in CPI basket is 56.50% for 2018 and 58.42 % for 2025 and 2026.
2013 2015 2017 2019 2021 2023 ** Research by Janse Van Rensburg, Visser and Fowkes (EN 1834) found VAT pass-through to be 78%.
Source: SARB Source: SARB
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Scenarios suggested potential tilt in risk in November and January

Nov24 MPC: Headline inflation with
scenarios

3-6% inflation target band

(9]

- -

F =Y

w

% change over 4 quarters

Baseline

N

=== Geopolitical tensions de-escalate
1 Geopolitical tensions escalate

=== Higher admin prices

2024 2025 2026 2027
Sources: Stats SA and SARB

Jan25 MPC: Headline inflation with

scenarios
7
3-6% inflation target band

S
[7,] . -
5 5 Midpoint
c
>
< 4
o
>
o
g3
c
©
L
(]
X 2 Baseline

Higher tariffs (10pp) on US imports
1
OV reforms
0
2024 2025 2026 2027

Sources: Stats SA and SARB

Mar25 MPC: Headline inflation with
scenarios

3-6% inflation target band

(%]

Midpoint

=

w

% change over 4 quarters

Baseline

N

Weaker USS and higher commodity prices

2024 2025 2026 2027

Sources: Stats SA and SARB
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And into lower medium-term forecast confidence in March

Headline inflation*

3.0
Scenario 1a: AGOA loss

2.5 Scenario 1b: AGOA loss +25% tariff increase

2.0 [=——Scenario 1c: AGOA loss +25% tariff increase + exchange rate depreciation

1.5

1.0

% change from baseline scenario

T T+1 T+2 T+3 T+4 T+5 T+6 T+7 T+8 T+9 T+10 T+11 T+12

Source: SARB Quarters
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Highlighting the costs of rising uncertainty & yields, feedback into exchange rate

South African government bond yield curve

13
12
11
10
N
9
—15 March 2025
8 1 October 2024
—9 April 2025
7
© Q %) ) %) \o) ) A S QO 0 D %
) %) " ] 3 ] Q ) %) O N 0 )
Yo A OO A OS
FF VT HFFTF T HTFE &S

Source: Bloomberg

Nominal USD exchange rate

Source: SARB



Disinflation slowing; tariff-induced surge?

Stagflation risk rising... how credible is your central

bank?

Conclusion

Do EMs have the policy space for sustained responses?

Inflation forecast better: can we make it stick?

AAAAAAAAAAAAAAAAAAAAAAA



Thank you for your
attendance
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Unpacking core: wages, services inflation sticky and goods inflation off lows

12

Goods and services inflation

------ AE Goods
— AE Services -
------ EM Goods

—— EM Services

Source: Haver

Wage tracker
10
uUs
8 ——Eurozone
UK
—Canada
6
X
<
>4
o
p
0 N
-2
) Q N, Vv %) (' \o)
3 V \% \% \’ V s
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...with material implications for growth prospects

Estimated impact of tariffs on inflation Equity market performance
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Still more economic expansion in EMs, but SA out of step...
GDP: South Africa versus emerging markets
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SA financing needs modest, reducing pressure on yields and currency...
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