
Quarterly Bulletin March 201742

The narrowing in the shortfall on the services, income and current transfer account in the fourth 
quarter of 2016 can largely be ascribed to a distinct improvement in the net income deficit, 
as dividend receipts from abroad increased rather strongly. Nonetheless, dividend receipts 
for 2016 as a whole were almost 20% lower than in 2015. The annual decline could largely 
be attributed to lower dividend receipts from direct investment relationships. This compares 
with the exceptionally high annual average growth rate in dividends received from abroad of 
40% during the previous four calendar years. The upward surge in dividend receipts in the 
fourth quarter of 2016 was partially countered by an increase in dividend payments to foreign 
investors, albeit at a slower pace. However, the overall amount of dividend payments to the 
rest of the world contracted in 2016, marking the first decline since the global financial crisis of 
2008–09 (see the accompanying box).

Box 3 Dividend payments to non-residents and real economic growth

Dividend payments to non-residents contracted marginally by almost 1.5% in 2016 following 
a gradual loss of momentum after 2011. This marked the first annual contraction in dividend 
payments to non-residents since 2008–09, in the wake of the global financial crisis. Generally, 
slow (or negative) growth in dividend payments is associated with sluggish growth in real gross 
domestic product (GDP). As such, the contraction in dividend payments to non-residents alongside 
weak real GDP growth in 2016 is no exception. Dividend payments can be affected by either ‘push’ 
factors where dividends are largely driven by company profits which are determined by economic  
growth, or ‘pull’ factors which often reflect the liquidity needs of parent companies or major 
shareholders abroad.
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Expressed as a share of GDP, dividend payments to non-residents reached an all-time high of 
3.7% in 2007 in step with strong real economic growth, but then decreased notably to 2% in 2010 
in the aftermath of the global financial crisis. Subsequently, this ratio picked up gradually to 2.8% 
in 2014 and 2015, before moderating slightly to 2.5% in 2016.

Changes in dividend payments to non-residents have a significant impact on the payments side 
of the services, income and current transfer account of the balance of payments, representing on 
average 24% from 2010 to date. Therefore, changes in dividend payments to non-residents are 
an important determinant of the size of the deficit on the overall current account of the balance 
of payments. As such, the slower growth in dividend payments to non-residents over the past 
two years has contributed materially to lowering the deficit on the current account of the balance  
of payments.
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The improvement in the shortfall on the services, income and current transfer account in the 
fourth quarter of 2016 was further supported by a smaller deficit in net payments for services, 
which was largely driven by an increase in gross travel receipts. The latter increased by about 
11% for 2016 as a whole following a growth rate of only 4% in 2015, signifying growth in the 
number of foreign tourists that visited South Africa in 2016. 

Financial account
The net inflow of capital on South Africa’s financial account of the balance of payments (including 
reserve assets but excluding unrecorded transactions) moderated from a sizeable R52.3 billion 
in the third quarter of 2016 to R5.6 billion in the fourth quarter.

 
Net financial transactions

R billions

2015 2016

Q4 Year Q1 Q2 Q3 Q4 Year

Change in liabilities

 Direct investment ................................ 14.3 22.0 11.4 8.6 7.0 6.5 33.5

 Portfolio investment ............................ 4.2 121.3 31.5 51.0 55.5 16.3 154.3

   Financial derivatives ............................ -103.0 -320.9 -149.6 -103.8 -116.1 -129.8 -499.3

 Other investment ................................ 44.2 72.3 -6.7 -13.8 26.3 -4.8 1.0

Change in assets

 Direct investment ................................ -38.5 -73.2 -22.3 -6.5 -1.4 -19.5 -49.7

 Portfolio investment ............................ -13.3 1.3 39.3 0.1 -19.2 80.5 100.7

 Financial derivatives ............................ 103.3 325.8 148.5 94.4 115.0 127.7 485.6

 Other investment ................................ 47.9 46.8 14.9 2.9 -22.5 -17.5 -22.2

 Reserve assets ................................... -5.1 9.1 4.2 1.2 7.8 -53.8 -40.6

Total identified financial transactions* ... 54.0 204.4 71.3 34.0 52.3 5.6 163.2

  As a percentage of GDP ..................... 5.2 5.0 6.8 3.2 4.8 0.5 3.8

* Including reserve assets but excluding unrecorded transactions
Inflow (+) outflow (-)

Source: SARB

Dividend payments as a ratio of GDP

Per cent 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1.0

1.5

2.0

2.5

3.0

3.5

4.0

Source: SARB




