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QUARTERLY ECONOMIC REVIEW 

SUMMARY AND CONCLUSIONS 

(I) Although it tended to lose some momen~ 
tum during the second quarter of 1962, the 
current economic upswing would appear to have 
regained its stride during the third quarter and 
to have continued into the fourth quarter. 

(2) The main expansionist ractors dUriDIJ 
recent months bave been increases in private 
consumption and, to a lesser extent, in private 
fixed investment. These two important com­
ponents 01 total expenditure on locally pro­
duced and imported goods and services have 
taken over the expansionist role played during 
the ea rl ier stages of the revival by merchandise 
exports and current Government expenditures. 
Merchandise exports have declined slightly 
during recent months. while current Govern­
ment outlays have been increasing at a consider~ 
ably slower rate. The gold ouput. however, 
has continued its steady upward course. 

(3) With merchandise exports no longer in­
creasing and imports moving upwards as a re~ 
suit of increasing privafe consumption and in­
vestment spending, the current surplus on the 
balance of payments declined considerably 
during the third quarter of this year from the 
record level attained during the preceding quar­
ter. But despite a further moderate net outflow 
of capital, the overall balance 01 payments still 
showed a substa ntial surplus, so that the oHip 
cial gold and foreign exchange reserves con­
tinued to increase. Similar tendencies prevailed 
during October. 

('i) The monetary and banking situation 
continued to be characterised by an abnormally 
high degre~ of liquidity and short-term interest 
rates declined further. The Bank Rate was 
lowered from -'1 to 3i per cent on the 27th 
November. 

(5) In the capital market most kinds of long ~ 
term funds remained readily available and the 
prices of gilt-edged securities as well as mining, 
financial. industrial and commercial shares 
showed a substantial further increase. 

(6) Despite the increas~ in consumption and 
private capital outlays and the existence of a 
record supply of money and near-money In the 
economy, there bas thus far been no indication 
of general demand inflation or aggregate over­
spending. 

NATIONAL ACCOUNTS 

GrO!lS National Procluct 

After tending to slow down somewhat during 
the: second quarter of 1962, the gross national 
product increased at a noticeably faster rate 
during the third quarter, Le. after adjustment 
for seasonal changes. 

Expenditure Tcndencic!l 

The ma in reason for the improvement during 
the third quarter would appear to have been a 
further increase in private consumption to a 
level well above the relatively low figu re regis­
tered during the third quarter of the preceding 
yea r. Outlays on durable consumer goods, in 
particular, showed a marked increase. 

A further stimulus was provided by an in­
crease in gross domestic fixed investment to a 
level somewhat higher than that of the third 
quarter of last year. This was mainly attri­
butable to an increase in fixed capital ou tlays 
by prillate enterprises: fixed investment by 
(lublie authorities and publiC corporat,'ons show­
ed little change. As during the second quarter. 
fixed investment by private manufacturing enp 

terprises was aga in well above the level reached 
during the corresponding quarter of 1961. 

These increases in private consumption aDd 
fixed invest ment occurred at an opportune time, 
since merchandise exports, which had been a 
major expansionist factor during the earlier 
stages or the revival but which had tended to 
le vel off during the first hal f of 1962. declined 
somewhat during the third quarter. Sim!iarly, 
cu rrent expenditure by the Government and 
other public authorities, which had ea rl ier a lso 
played an important role in bringing about a 
revival in economic activity. did not maintain 
its rate of increase during the third quarter, i.e. 
after allowance for seasonal movements. The 
gold production , however, continued to increase 
steadily and to exercise favourable primary and 
secondary effects on the economy. 

Investment in inventories did not materially 
affect the level of activity during the third 
quarter. A decline in industrial stocks would 
appear to have been more or less offset by an 
increase in commercial Inventories (including 
agricultural stocks). i.e. after allowance for the 
usual seasonal changes. 



As a result o( the increase in total domestic 
spending during the thi rd quarter, the demand 
for imports of goods and services began to rise 
strong ly from the rela tively low level at which 
it had remained for more than a year, and this, 
as will be set out in more detail later on, helped 
to bring about a marked reduction in the large 
su rplus on th e current account of the balance 
of payments. 

Saving 
If allowance is made for seasonal changes, 

gross domestic saving decreased somewhat 
during the third quarter of 1962. This was 
largely attributable to a decline in personal 
saving , which, in turn , represented the counter­
part of the upward movement in private con­
su mption referred to above. Nevertheless, total 
saving is still estimated to have been higher 
than during the corresponding quarters of the 
two previous years. 

EMPLOYMENT 
Employment as a whole would appear to have 

continued to increase during the third quarter 
o f this yea r. The number of registered un­
employed Whiles, Coloureds and Asiatics, for 
exa mple, declined further to 23,000 at the end 
of OClober, compared with the peak of 34,000 
at the end of February. 1962. In addition, the 
available employment indices, after adjustment 
for seasonal changes, indicate some increase in 
employment in both private manufacturing and 
mining; a slight decl ine appears to have occurred 
in employment in construction . 

PRICES 
The in de x of wholesale prices (1953 = 100) 

mcreased slig htly from 110.7 in June to 111.7 
in O ctober. The consumer price index like­
wise continued to edge upwards, although at a 
slower rate than during the second quarter, and 
reached 12 1.-:1 in October, com pared with 12 1.2 
in June. 

Althoug h the emergence of certain "bottle­
necks" may have contributed to some price in­
creases, this slig ht further upward movement 
in the price level would not appear to have 
been caused by an excessive increase in the total 
demand for Sou th African goods and services, 
but rather by such factors as increases in money 
wages, tariffs and railway rates. In other 
words, such moderate "inflation" as there has 
been during recent months, would appear to 
have been more of the "cost-push" than the 
"demand-pull" variety. 
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OTHER ECONOMIC INDICATORS 
T he move ments of most other seasonally ad~ 

;usted economic indicators point to a continu· 
in g improvement in genera l economic activity 
during the third quarter of 1962. Bank debits. 
for example. increased substantially after the 
middle of the yea r, although it showed wide 
fluctu ations from month to month. The indices 
fo r bui ldin g plans passed and rea l estate trans­
actions likewise attained conSiderably higher 
levels duri ng the third quarter than du ring the 
second quarter. 

Although railway earnings and retail sales 
did not increase further during the third quar­
ter, they remained relatively high. 

BALANCE OF PAYMENTS 
Current Account 

The surpl us on the current account of the 
ba lance o f payments declined substantially 
during the third quarter of 1962 to a total of 
approximately R58 million, compared with R75 
million and R1 06 mill ion during the first and 
second qua rters, respectively. The dec rease of 
R4B million between the second and third quarp 

ters was ma inly the resu lt of an increase of 
about R1 3 million in imports and a decrease of 
about R36 mill ion in merchandise exports. The 
net gold output dec reased by about R5 million ,11 
while net invisible payments to the rest of the 
world li kewise reg istered a small decline, 

Nevertheless, after correction for seasonal 
movements. the surplus on current account 
d uring the third quarter was still equivalent to 
to an annual rate o f well over R200 million. 

Private: Capital Movements 
It is provisionally estimated that there was a 

net outflow of private capital of about R26 mil· 
lion d urin g the thi rd qua rter. Of this total, 
R14 million was accoun ted for by net sales of 
listed South African securit ies by foreigners,2) 
Part of these sales represented transactions en· 
teted into unde r Ihe two exchange control relax p 

alion sche mes introduced during the course of 
this yea r. namely the permit scheme. in terms 
o f which brokers may purchase in London, for 
approved local institutions, scrip which is short 

I) M mentioned eRrller, the actual /COld prodUction con· 
tlnued to Inc rease durina' t.be third quarter. But for 
balance or payment.ll purPOlJ(!I5, use l.s made ot the 
concep t "net gold output", which In practice III roullh. 
Iy equlnlent to the value of the gold purcha&e<l h , 
the Reserve Bank from the mlnu durlnll the period 
concerned, and which may at t1mu dltrer IOmewhat 
from the value of the a.c::tual gold l'lroductlon. More 
deWla concernlni thla dl$Cn!panc, can be found In 
Table XXXIV. 
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on the Johannesburg Stock Exchange, and the 
arbitrage scheme. in terms of which sterling 
quotas are allocated to a rbitrageurs to enable 
them to buy Soulh African shares in London 
for sale in South Africa. T he figure of R 14 
million, however, also includes othe r sales, the 
proceeds of which were "blocked" and again 
appear elsewhere in the ba lance of payments 
as an inflow of official and banking capita l, 
namely in the form of investments in blocked 
rand bonds and an increase in foreign deposits 
with finanCial institutions in South Africa . 

The balance of the net outflow of private 
capita!. namely R12 million, included repay­
ments of uranium. Escom and Johannesburg 
City Council loans totalling R7 mi llion. 

It may be noted that "Net Errors and Omis­
sions" in the prelimina ry ba lance of payments 
estimates for the third quarter amounted to 
plus Rl2 million, a part of which may repre­
sent an inflow of private capital, possibly in the 
form of temporary trade credits. 

Official and Banking Capital Mouements 
For the first time since the first quarter of 

1961. there was no net outflow of official and 
banking capital during the third quarter of th is 
year, but actually a small net in flow of R l mil­
lion. A repayment of a Swiss loan of R5 mil­
lion by the Government during September was 
more than offset by investments of about R2 
million in blocked rand bonds and a net in­
crease of about R4 million in foreign deposits 
with South African financial institutions, which 
largely represented blocked funds, 

Gold and Foreign Exchange Reserves 
As a result of the various transactions men­

tioned above, the tota l offiCia l gold and ex­
change reserves held by the Reserve Bank, the 
Government and the commercial banks increased 
by a further R45 million during the th ird quarter 
to R473 million at the end of September, 
3) The following table BhowB the purehaua and aalu by 

SOuth African n!l5ldent.e from ILnd to forellJllera of 
secll)1t1el listed on the Johanneaburll Stock bchange. 
ill n:POrtec1 by ,toclr.brokef6 (unadJuate<t for nominee 
lind direct trailisactlollll ): 

1002 -
JllnURry __ _ 
Fcbruary _ 
March ___ _ 
Aprll ___ _ 
MBy ___ _ 
June __ _ _ 
July ___ _ 

AUl'Uat - - -
SCPt, (p rovlalonall 
Oct.. (provisional) 

Pu""",,, 
by B.A, 

Resident. 
Rml!. 
I.' 
••• '.0 •. , 
••• '.7 
7.0 

••• ••• M 

Salea 
b, B.A. 

Resident. 
Rmll. 

1., 

• •• .. , 
1.' 
3.' 
••• ... 
••• 
'.7 

••• 

NO< 
Pu~ , ...... 

R mil. 
0.' 
0.' 
0.7 
0.' 
1.7 
I.' ••• '.1 ••• S .• 
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Deve/opmcnts eluring October 

During October imports increased more than 
seasonally to R97 million, while exports showed 
little change and amounted to R79 million. This 
resulted in a trade deficit of about R 18 million. 
But after taking into account the net gold out­
put of R57 million and net invisible foreign 
payments. the balance o f payments on current 
account still showed a considerable surplus. 

On capital account, the limited information 
available at this stage points to a small net out­
flow of private a s well as official and banking 
capital during October. 

As a result of all these transactions. the gold 
and foreign exchange holdings of the Reserve 
Bank. the Government and the comme rcial banks 
increased further by about R l 8 million to a 
total of R-19l million at the end of October. 

MONETARY AND BANKING 
SITUATION 

S upply of Money and "Ncar-Money" 

An exceptionally high degree of liquidity 
continued to prevai l in the South A frican eco­
nomy throughout the third quarter and October 
o f this yea r. Indeed. mainly as a result of the 
continuing surplus on the overall balance of 
payments. the seasonally adjusted total of 
money and "near-money"31 increased further 
from RI.772 million at the end of June. 1962. 
to a new record of Rt.843 million at the end 
of October, 1962. 

Commercial Banks 
In these circumstances, the cash, money at 

ca ll and investments of the commercial banks 
increased further from R537 million at the end 
of June, 1962, to R676 mill ion at the end o f 
October. During this period their discoun ts 
and advances declined from R744 million to 
R71 0 mill ion. The result was that the ratio 
o f their liquid assets to their liabilities to the 
public increased further from 47.8 to no less 
than 53.3 per cent. 

H allowance is made for seasonal movements, 
however. the banks' discounts and advances 
(excl uding those made to the Land Bank) tend­
ed to move upwards from the relatively lnw 
level reached by the middle of the year. 

3) O~her liQuid IlMeUl held by the private sector with the 
banking sector (In the Corm or Interest--beartnl de­
posita) and with the Government !lector Un the tonn 
or TreMUrr hll1~ and TIIK Re<1emptlon Certlrlcatell). 
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Buildir/g Societies 

/ The building societies continued to be able 
to me£'t all reasonable demands made on them 
for housing loans. Their tota l share capit<ll 
increased from R689 mill ion at the end o f Jun£', 
1962. to R7 18 mi llion at the end of October. 
while their deposits rose from R6 12 mill ion to 
R632 million. During the same period, their 
tOlal mortgage advances outstanding increased 
from R1.079 million to R1.093 million. 

Merchant Banks 
The total deposits of merchant banks in ­

creased from R19 mi llion at the end o f June, 
1962, to R53 million at the end of Augusl. 
before declining to R48 nlillion at the end of 
October, while their acceptances decreased from 
R48 million to RH million over this period. 

National Finance Corpor"tion and DiscOllnt 
Ho uses 

In view of the continued increase In the 
liqu idity of the economy as a whole a nd of 
banking institutions in particular, the National 
Finance Corporation experienced a fu rther up­
ward movement in its deposits from RI83 mil-
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lion at the end of June. 1962. to R239 million 
at the end of October. while call money beld 
with the discount houses increased steadi ly from 
R138 million to RI70 mill ion. 

Rtstrue Bank 
The Reserve Bank 's own position continued 

to reflect the exceptional ease and liquidity of 
the general monetary and banking situation . 
Its tolal discounts. advances and invest mt"nls. 
alter rising from R37 million at tht" end of 
June. 1962. to R86 million at the end of A ugust. 
mainly owing to a seasonal increase in its dis­
counts of Land Bank bills. declined again to 
R60.7 million at the end of November . Its 
holdings of Government and other gilt-edged 
securities actually decreased further from R2"1 
mill ion at the end of June to R9 million at the 
end of Nove mber. while Its lega l reserve ratio 
at the end of November was st ill as high as 
90.2 per cent. 

CREDIT POLICY AND SHORT-TERM 
INTEREST RATES 

With the official gold and foreign exchan ge 
reserves continuing to ri!e and with no indica­
tion in the economy of general demand infla­
tion or agg regate ove r-spe ndin g. the monetary 

' r-----------,-----------, 
I NTEREST RATES 

6 LONG TERM GQVrRNM[NT srOCK ___ -1 

SANK RATE sl __ -, ____ ~~----~~~ 
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aUlhorities. th roughout the period July to No­
vember. 1962. continued to adhere to the view 
that the immediate a im of short-term economic 
policy was to assist the recovery in economic 
activity by stimulating investment and consump­
tion outlays. In the prevailing conditions. how­
ever. it was not necessary for the Reserve Bank 
to create a fa vourable monetary environment 
by. for exa mple. buying secu rities in the open 
mn rket. since such an environment a lready ex­
isted as a result of the large and sustained 
bala nce of payments su rplus. As indicated 
ea rlier. the supply of money and m~ar-money 
in the economy had increased to record levels 
and most forms of cred it had for some ti me 
hee:l. readily available. 

Indeed. supply and demand conditions in the 
mO:ley market du ring the period under review 
were such that short~term interest rates con­
tinued to drift downwa rds. The Treasury bill 
tender rate, for example. decli ned from 2.65 
per cent on the 29th June to 1.80 per cent on 
the 7th December. 

In these circumstances. the Reserve Bank 
decided. with effect from the 27th November. 
to lower the Bank Rate for the third time in 
less than a year, namely from "I to 3; per cent. 
This ste p was taken "not only in recognition 
o f the changes which have occurred in the 
monetary and banking situatio:l. du ring recent 
months. but also to reduce the cost of short­
term fi nancing and to indicate to the busint:ss 
community and the general public that the way 
appears to be clear for the continua tion of the 
current economic revival and for a furtber ac­
celeration of the rate of economic g rowth". 

The commercia l banks reacted a lmost imme­
diately by announcing a reduction of ; per cent 
in their lending and deposit rafes. with the 
exception o f their rate for s ix mont hs notice 
deposits. which was reduced by on ly t per cent. 
and their savinSjS deposit rate. wh ich remained 
unaltered at 2; per cent. Th is brougbt their 
minimum overd raft rate down to 5 i per cent 
and their 12-month s' deposit rate to 31 per 
cent. 

CAPITAL MARKET 

W ith the continuance of a hi gh rate of 
do mestic saving. coupled with the substantial 
further increase in the liquidit y of the economy. 
the demand for securities in the ca pital market 
tended to increase during the months July to 
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,so November. On the other hand, despite the 
relaxations of exchange control referred to 
earlier, the supply of scrip remained limited. 
The resu lt was that most security prices showed 
a substantia l further increase. 

SHARE PR ICES 

,I \ / , 
GOLD MINING 

/~ I .- ./ \\ \ ~ 

" 

". 

In the gilt-edged market, for example, the 
pressure of funds induced the Reserve Bank 
to reduce its pattern of rates for Government 
stock by J per cent in July, by a further 
t per cent in August (0.275 per cent in the 
case of stocks with maturities between 3 and 
II yea rs) and by another t per cent on the 
1st Novembe r. This brought the rate for stock 
wit h a matu rity exceeding II years down to 
H per cen t. 

The prices of mining shares also continued 
to rise and by October a level had been reached 
which was not far below the peak of early 
1960. Industrial and commercial share prices, 
whic h had ea rl ier in 1962 a lready passed the 
1960 peak. likewise increased Further. and by 
October had attained the highest level in about 
14 yea rs. 
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Indices - Excluding Seasonal Changes 
(1953 = 100) 

1961 1962 

3,d "h b. 2"d 3,d Octo-
Qtr. Qtr. Qtr. Qtr. Qlr. b" 

Bank Deblt~ .... .... .... . ... .... .... . ... . ... 20. 205 2H 217 238 239 
Discounts and Advances of Commercial Bank~ 189 187 187 182 181 180 
Siock Exchange: Turnover 175 180 193 299 38' 371 
Value of Gold Production 196 200 207 212 219 ns 
Value of Imports 110 112 114 113 128 136 
Value of Exporlll ' 60 168 <55 167 156 156 
Railwey Earnings _ <59 162 166 172 172 
Value of Retell Salell 115 111 11 7 118 118 
Value of Property Transactiollll 79 81 " 96 107 120 
Value of Building Plan, Pas.sed 83 71 78 86 91 
Employment; 

Private Manufacturing _ <20 120 120 121 123 
Private Con$tructlon 101 101 107 110 109 
Mining ." 126 125 122 I" 127 

Unemployment - - - 257 27J 280 261 230 
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