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CAPITAL MOVEMENTS IN THE SOUT H AFRICAN BALANCE OF PAYMENTS 

FOR THE YEARS 1956 TO 1964 

by C. L. STALS 

INTROD UCTION 

Although the Reserve Bank's official balance 
of payments statistics go back as far as 1946, 
details of the various items on the capital account 
are only available as from 1956. Before the latter 
year the pr ivate capital movements were obtained 
as a balancing item in the balance of payments 
es timates and therefore included the balance of 
all the errors and omissions in the calculations. 
During 1957 the Reserve Bank conducted a census 
of all South Africa's foreign liabilities and assets 
as at the end of 1955 and 1956' and the results 
of this survey were used to determine the capital 
movements for 1956'. The figures for subsequent 
years were based on annual and quarterly sample 
surveys of foreign liabilities and assets. Detai!s 
of the capital movements for the years 1956 tJ 
1964 appear in Tables XXXIII B and XXXIII C 
of this Quarterly Bulletin. I t is the purpose of 
this article to explain and analyse the meaning 
and significance of the statistics in these two 
tables. 

1) The final results of this census were published as a 
supplement to the Reserve Bank's QuaTt~rly Bull~· 
tin of Statistics for December, 1958. 

2) The capital movements in the balance of payments 
nonnally arise from changes in the foreign liabili· 
ties and assets of South African residents. An 
increase in the foreign liabili ty of a resident of 
South Africa will show up as an inflow of capital 
in Sou th Africa's balance of payments, while a 
decrease in a foreign liability will appear in the 
balance of payments as a capital outflow. An 
increase in the foreign assets of a South African 
resident wi ll be entered as a capital out flow in the 
balance of payments, while a decrease in a foreign 
asse t will give a capital inflow. By measuring the 
foreign li abilities and asse ts of South African resi· 
den ts at two differen t dates, the net capital move· 
ments during the period between the two dates 
can be determined from the changes in the liabili. 
ties and assets. This method of measuring capital 
movements thus resul ts in entries for net changes 
in assets and liab ilities in the balance of paymen ts. 
If one organisation should , e.g., obtain a new 
foreign loan during a particular period and another 
organisa tion should repay a similar amount on a 
foreign loan during the same period, the net capital 
movement will be zero. Capital inflows and out­
flows that change the foreign liabilities or assets of 
South African residents and are classified in the 
same sector during a certain period are offse t 
against each other in the balance of payments for 
that period and onl y the net result is shown. 
Not all the changes in fo reign liabilities and assets 

REVIEW OF TOTAL CAPITAL 
MOVEMENTS 

For the purposes of this article, the items on 
the capital account of the South AIrican balanco 
of payments are firstly summarized under three 
major categories, viz. official capital movements 
which affect the foreign liabilities and assets of the 
Sou.th African official and banking sector', private 
capItal movements which are associated with the 
foreign liabilities and assets of the South AIrican 
private sector, and changes in the country's gold 
and foreign exchange reserves~. The latter changes 
indicate the net result of all the other items of 
the balance of payments during the periods con­
cerned and are not disc.ussed in particular in 
this article. 

Due to the fact that the figures for priva te 
capital movements are based on sample surveys, 
the errors and omissions in the balance of pay­
ments estimates are frequently included under 
capital movements for purposes of analyses. This 
procedure is based on the assumption that the 
balancing item consists of private capital move­
ments, which are not covered by the sample sur· 
veys. Although such an .assumption may not 
always be correct on account of possible errors 
in the other items of the balance of payments, 
the errors and omissions in the balance of pay­
ments estimates for 1956-1964 have, nevertheless, 
been added to the private and official capital 
movements in Table I beldw to obtain the total 
capital movements in South Africa's balance of 
payments during this period. 

are, however, included in the balance or payments 
as capital movement s. The relation between a. 
sta tement of foreign liabilities and assets and the 
balance of payments was discussed in an article 
in this Bulletin for December, 1964: Changes in 
the Foreign Liabilities and Assets 01 South Africa 
du ring the r~ar 1963, by C. L. Stab and D. 1. 
Uys. 

3) For th is purpose the South African official sector 
includes the South African Reserve Bank, the com· 
mercia I banks and the central Government. The 
private sector includes all other South African 
organisations and individuals . 

4) The change in the gold and foreign exchange re· 
serves during any period is obtained as the total 
change during that period in the gold holdings of 
the Reserve Bank and the commercial banks plus 
certain other foreign asse ts of the Reserve Bank 
the commercial banks and the Government. ' 
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T nMc I. S II1HnUII]' of SOUl It Africa's Bnlall cc til Jlfl)·mnils l or Ilt r ')'flItX 19,';a to 19tH 
(R millions) 

Items (net) 1956 1957 
Total Curre1lt Acco llnt ... . ..... - 11 
Capital M ovementst 

Official Capi tal Movements 21 
Private Capi tal Movements 2+ -61 
Errors and Omissions ... - I - 10 

Total Capital Movements ...... 23 -50 
Change in Gold and Foreign 

Exchan'ge Reserues~ -23 61 

t Outflow = -; inflow = + 

It appears from Table I that for the period 
1956 to 1964, a total annual net inflow of capital 
from abroad to South Africa occurred during the 
two years 1956 and 1958 only, while a net outflow 
of capital was registered during each or the re­
maining s('ven years. The largest annual nc~ 
inflow took place during 1958 when R 162 million 
flowed into the country ,,,,hi le the largest annual 
net outflow was registered during 1960 when 
R 153 million left the country. During the period 
of nine years taken ~ s n whole there occurred a 
total net capital outflow of R414 million. 

If the capital movements are brought int('l 
relation with the other items of the balance of 
payments, it will be noted that the largest annual 
net inflow of capital coincided with the largest 
annual deficit on the current account, while the 
second largest net outflow, viz. R 120 millicJI1 
during 1962, coincided with the largest current 
surplus. The largest annual net capital outflow 
which occurred during 1960 can be regarded a., 
an abnormal phenomenon for this purpose as it 
was affected by internal political unrest and the 
subsequent confidence crisis. If this abnormal vear 
is disregarded, there appears to be a general 
tendency since 1958 for the capital movement, 
to improve as the current account deteriorates, 
and vice versa . The annual fluctuations in the 
change in the country's gold and fore i.~n e'Xchange 
reserves are consequently smaller than the fluctua· 
tions in the total of the current account. This C(ln 
be ascribed 0 the following reasons: 

(i) The total of the current account and the 
total net capital movements are both influ­
enced and, to an important extent, deter­
mined by conditions in the internal economy. 
South Africa's imports usually increase with 
a revival in the internal economy, with a 
resultant deterioration in the total of the 
current account . Subsequently, the internal 
liquidity position may tighten so that ""ist-

1958 1959 1960 1961 1962 1963 196+ 
- 153 166 21 203 308 148 -56 

79 -32 12 - 13 -56 13 8 
59 -39 - 152 -65 - 75 - 97 - 57 
2+ - 15 - 13 - 18 11 23 16 

162 - 86 - 153 -96 - 120 - 61 -33 

- 9 - 80 132 - 107 - 188 -87 89 

o 1I1crease = -; decrease = + 

ing and new South African organisations 
which are associa ted with foreign institutions, 
may be inclined to make relatively morc use 
of foreign sources of finance and relatively 
less of domestic sources to finance a larger 
local investment in stocks, turnover or plant. 
The revival also increases the profitability of 
South African undertak ings and in th is way 
encourages foreign investment in the count ry. 

(ii ) The monetary authorities ca n, to some ex tent, 
adapt the official capital movements w 
changes in the position of the current account. 
Drawings on the International Monetary 
Fund and on certain oth er foreign loans ar!!, 
for example, usually made at times when th:! 
current account deteriorates, while repay­
ments take place when the current account 
improves again. During th e period 1956 t" 
1964 the largest annual net official capital 
il1flow and the lar/lest current deficit both 
occurred in 1958 while the largest net official 
capital outllow and the largest current surplw 
were both registered in 1962. 

(iii ) The forei/ln exchange control regulat ions re­
garding private capital movements have been 
applied, since June, 196 1, in such a wav 
that the repatriation of foreign funds from 
South Africa have been adapted to the avail ­
ability of foreign exchange and therefore, tl) 
a certai n ex tent, to the position of the cur­
ren t account. 

Regarding the composi tion of the capital move­
ments as summarized in T able 1 it can be noted 
that the private capital movements played a 
dominating role durin/! the years 1956 to 1964. 
If the errors and omissions are included under 
the private capital movements, there occurred a 
total net outflow of R446 million from the South 
African private sector during the nine years as a 
whole. A net outflow of capital from the priva te 
sector was recorded for every year since 1959. 
The annual official capital movements, however, 
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fluctuated from year to year and registered a net 
inflow of only R32 million over the nine years 
as a whole. 

OFFICIAL CAPITAL MOVEMENTS 

Details of official capital movements and flue· 
tuations in South Africa's gold and foreign ex­
change reserves appea.T as changes in the foreign 
liabilities and assets of tile South African official 
sector in Table XXXII I C of this Bulletin. These 
data, with the exception of the changes in the 
country's gold and foreign exchange reserve';, 
are summarized in Table 2 below. 

Th e long-term foreign liabilities of the official 
sector consist of long-term foreign borrowings of 
the central Government, the Reserve Bank and 
the commercial banks and of foreign capital in­
vestments in the stock, shares Of branch balances 
of the South African Government, the Reserve 
Bank and the commercial banks. During 1958, 
1959 and 1960 the Government's drawings on 
long-term foreign loans exceeded repayments and 
during these three years the central Government's 
foreign liability in respect of long-term loans in­
creased by about R68 million' . New loans were 
obtained during this period from the International 
Bank for Reconstruction and Development and 
from various American and Swiss banking institu­
tions, while public loans were also issued in thE' 
United States of America and tM United King­
dom. 

During each of the years 1956 and 1957 and 
1961 to 1964 the Government's repayments 0 11 

foreign loans C'Xceeded drawings with the result 
that its foreign liability in respect of long-term 
loans showed a net decrease of about R 100 m:l­
lion' during these years. This substantial capital 
ou tflow arising from repayments on foreign loans 
by the Government was made possible by the largp 
surpluses that were obtained on the current 
account of the balance of payments during the 
years 196 1, 1962 and 1963. A part of this capita! 
outflow arose through repayments on revolving 
credits and other foreign loans, which could he 
drawn on again at a later stage. 

The other long-term foreign liabilities of the 
central Government, which are not classified as 
loans in Table XXXIII C, consists of Government 
stock that appear on the South African register, 
but are held by foreigners. These liabilities de­
creased during 1959, 1960 and 1961 , hut increased 
ag-ai n during 1962, 1963 and 1964', when the 
Government issued non-resident bonds to foreign­
ers who wanted to repatriate funds which they 
had previously invested in South African securi­
ties. As will be explained in more detail below, 
the exchange control regulations were extended 
on 16th June, 1961 , to dealings in South Africall 
securities between the Johannesburg and foreign 
stock exchanges. Foreigners were not allowed to 
repatriate the proceeds accruing to them from the 
sales of South African securities to South African 
residents. It was initially determined that these 
funds had to be deposited in a blocked account 

5), 6) and 7) As indicated in the fint two lines ;J nder 
the item "Long-term Liabilities" in Table 
XXXlIl C. 

T able 2. Net Officia l Capital M ovementst in South Africa's Balance of Pal'ments for 
the 'Years 1956 to 1964 (R millions) 

Items 1956 1957 1958 1959 1960 1961 1962 1963 1964 
Foreign Liabilities: 

Long-term· ... ._- -3.4 7.9 28.8 21.5 11.8 -3 .7 - 25.6 - 13.8 - 2.3 
Short-term ...... 4.7 13.6 39.0 - 13.9 10.3 14.7 - 11.4 22.9 17.8 

Total 1.3 21.5 67.8 7.6 22. 1 11.0 -37.0 9.1 15.5 
Foreign Assets ~ 

Long-term - 1.2 11.0 - 39.7 -0.9 - 1.7 - 3.6 -0.3 - 5.3 
Short term ...... 0.2 - 9.3 - 22.0 - 16.0 4.2 - 2.9 

Total 1.0 11.0 - 39.7 - 10.2 -23.7 - 19.6 3.9 -8.2 
Grand T otal ...... 0.3 21.5 78.8 - 32.1 11.9 - 12.7 - 56.6 13.0 7.3 

t Outflow - -; inflow - + . 
• All capital movements with an tniginal maturity of more than 12 months are defined ., 

long-term and the remainder as short-term. 
t It will be .noted if the data in T able. 2 ar e compared with those shown in Table XXXIII C 

~hat all figures, In the case of foreIgn assets, have inverse signs in the two tables. ThIS 
~s due to th~ fact that an increase in a foreign asset signifies a capital outflow and is shown 
tn. Table 2 l;t t~e same way as a decrease in a foreign liability, viz. with a minus sign (but 
with a plus SIgn III Table XXXIII C to indicate the increase in the foreign asset) and vice 
versa for a decrease in a foreign asset. 



with an authorised dealer in foreign exchange 
and cOllld he re· in ve~ t ccl o nl y in securities quoted 
on the JohaJlllcsburg Stock Exclwngc. During 
1962 various schemes were anno unccd in terms 
of which these fund s could again be repatriated. 
One of these schemes (the other will be discussed 
below) allowed foreigners to invest the proceeds 
from the sa les of South African securities to South 
African res idents in special non-resident bonds o r 
the Government. The rirst issue of these special 
bonds were made during June, 1962, and they were 
repayable in five equal annual instalments. These 
issues continued up to July, 1963, and foreigners 
invested a total amount of R 18 million in the 
non-resident bonds. 

Durint! September. 1963. new non-resident 
bonds were issued to foreigners with the same 
purpose, but which were repayable in three equal 
annnal insta lments. These issues were closed in 
March, 1964, and by that time foreigners had 
invested a total amount of R26 million in them. 
Since August, 1964, non-resident bonds were 
issued on a tender basis to foreigners, the bonds 
being repayable at pal' a fter five years. Up to 
the cnd of 1964 approximately R I t million of 
these tender bonds had been issued, so that tho 
total investment by foreigners in the special bonrls 
issued by the Government during 1962, 1963 and 
1964 amounted to about R45 million. Approxi­
mately R I a million had been repaid to the foreign 
holders of these bonds by the end of 1964. 

Although the investment by foreigners in the 
non-res ident bonds does not represent new capital 
from abroad but merely implies a switch of funds 
which were previously in vested in other South 
African securities, it is nevertheless included in the 
balance of payments as a capital inflow to tI,e 
official sector and as a capital outflow from the 
private sec tor. The reasons for this procedure 
are the following: 

(i ) The foreign funds a re, in fact, withdrawn 
from the South African private sector. Not 
only are the fund s transferred from one sector 
to another, but the nature of South Africa's 
foreign liabilities also changes completely. /\ 
liability in respect of shares in a company il. 
the private sector) without any contractual 
obligation regarding repayment or interest, 
is shifted to a loan of the central Govern­
m ent on which interest must be paid and 
which is repayable at a fixed date. 

(ii ) If these tra nsactions should be excluded from 
the bala nce of payments, it would be neces ­
sary to identify them separately at all stages. 
It would, for €'xample, be required to split 
the sales of foreigners on the Johannesburg 
Stock Exchange between those of which the 
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rrnff'f'd s will Ill' im T .... tt ·d in tH l IH 'C'"idrn t 
Iionus. ;lIld all o ther ,,: .I, 's. Ally de ta iled 
analysis of stock exchange transactions, e.g. , 
in respect of the countries of residence of til l' 
foreign sellers, will become more complica ted 
by such splits. 

It will be noted from T a ble XXXllJ C of this 
Bullet in that the Reserve Bank's long-term fore ig n 
liabilities changed significantly during the years 
1962, 1963 a nd 1964 only. During 1963 the 
Reserve Bank carried the lia bili ty of a drawing of 
about R7 million on the revolving credit faci lities 
made ava ilable to South Africa by a group of 
America n banks. This loan was repaid during 
1963 while the Reserve Bank again made a draw­
ing o f R 7 mill ion on it during the last quarter 
of 1964. 

Th e lon rr-term fore ign Iiabi lj ties of the South 
A rrican commerc ial banks increased by a nl!t 
alllount o[ R25.6 mill ion duri ng the nme years 
under review. This increase mainly reflects new 
investments by the overseas controlling compani f'!' 
in their South Arric~ n commercial hank snhsidi­
ari C's to fiuance th" long'-trrm f"x pansioll o f lhcsr 
('I'ganisations. 

Tlt e short-t erm Inrei,!{f/ /ia.bi/irh!.( nl tl/{: olficia / 
J('ctor include, firstly, important capital movC­
ments arising from changes in South Africa's 
short-term liabilities vis-a-vi.r the International 
M onetary Fund. The South Africa n Government 
drew R25.9 million on Sou th Africa's drawing 
fac ilities with the J nternatio nal Monetary Funn 
during 1958 and repaid the total a mount again 
during 1959. The drawing took place as a result 
of the substantia l defi cit on th e current account 
during 1958 while the repayment coincided with 
a substantial current surplus in 1959. The Re­
serve Bank again made use of these facil ities 
during 1960 a nd 1961 a nd drew R26.8 million 
in total from the I.M.F. This amount was repaid 
in full during 1962. The current account of South 
Africa's balance of payments did not, however, 
show a deficit during 1960 and 1961 , as during 
1958 when the previol1 s loan was obtained from 
the l.M.F., because the drawings in the former 
years were necessi tated by the substantial outflow 
of ca pital from South Africa that occurred during 
this period. 

Another important change in South Africa'!, 
short-term liabi li ties to the International Mone­
tary Fund occurred during 1959, when South 
Africa's quota in the T.M.F. was increased by 
R35.7 million to RI07. 1 million. South Africa 
had to transfer 25 per cent of the increase in the 
quota, or R9.2 mi llion, in gold to the I.M.F ., 
while the other 75 per cent, i.e. R26.5 million, 
represented an inc rea~c of South Africa's liabil!ty 
in South African currency to the l.M.F. 



TIle "Otht:r" shan-term foreign liabilities of 
the . Government, which changed substantially 
d~r~ng some yea~s, conslSt mamly of trade credits 
anSIng from forelbTJ1 trade transactions of Govern­
ment Departments. 

The Reserve Bank made various drawings and 
repayments during the period 1957 to 1961 011 

a short-term loan obtained from an international 
banking institution. The loan, which amounted 
to R14.3 million in total, was fully repaid during 
1961. I 

The last figure of significance under the short­
term foreign liabilities of the official sector is that 
in resp~ct of 'Co~mer~ial banks. It consists mainly 
of foreIgn depOSIts wIth South African commercic11 
banks and increased in total from 1956 to 1964 hy 
R7.6 millIon. It will be noted in Table XXXIII C 
however, that these liabilities increased in som~ 
years and decreased in others. 

The long-term 10reig11 (Wets 0/ the ol/icial sector 
showed several notable changes during the period 
1956 to 1964. The most important took place 
dUring 1959 . when South Africa's subscription to 
the InternatIonal Monetary Fund was increased 
by R35.7 million. South Africa's subscription 
~ayments to the International Finance Corpora­
tion dUring 1957 and to the International Develop­
ment Association during the years 1960 to 1964 
are also reflected in Table XXXIII C as increases 
in the foreign assets of the Government. In addi­
tion, the Government redeemed a foreign sinking 
fund of RlO million during 1958. 
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The .long-term foreign assets of the Reserve 
Bank and the commercial banks did not show 
any significant changes during the mne years 
under review. 

The short-t .. m foreign rusets of the official 
sector, which are not included in the country's 
gold and foreign exchange reserves, originate from 
payments in respect of foreign trade transactions 
of Government Departments. 

PRIVATE CAPITAL MOVEMENTS 

Details of private capital movements appear 
as changes in the foreign liabilities and assets of 
the South African private sector in Table 
XXXIII B of this Bulletin. These data are sum­
marized in T able 3 below. In accordance with 
the explanation given above, the errors and 
omissions in the balance of payments estimates 
have been added to the statistics of T able 
XXXI II B to arrive at the total private capital 
movements. 

It has been mentioned before that a net capital 
outflow of R446 million occurred from the South 
African private sector during the nine years 1956 
to 1964'. It call be deduced from Table 3 that 
R24·3 million of this amollnt reduced the foreign 
liabilities of the South African private sector 

while R220 million increased the foreign assets 
of the private sector. Errors and omissions aC­
counted for a net inflow of RI7 million over tho 
period as a whole. 

The long-term foreign liabilities of the private 
sector accounted for a substantial capital outflow. 
In tltis regard it is of particular significance, 
however, to consider each type of long-term 
liability that is distinguished in Table XXXIII B 
by itself. It will then be noted that di1·ect foreign 
i1lveslm e1lt9 in South Africa increased by. a net 
amount of RlOI miIJion during the years 1956 
to 1964 while non-direct foreign investment de­
creased by R54 million, and stock exchange tran'­
actions, wh.ich can also be regarded as non-direct 
invesLment, accounted for a net capital outflow 
of R357 million. Stock exchange transactions 
lluough which foreigners sell shares in South 
African companies on tbe Johannesburg Stock 
Exchange to South African residents, therefore, 
accounted for the largest contribution to the 
repatriation of foreign funds from the South Afri­
can private sector. 

Although a net capital outflow occurred through 
stock exchange transactions during each of tbe 
years 1956 to 1959 it was only during 1960 and 
the first half of 1961 that this capital outflow 
assumed undue proportions. Notwithstanding a 
sound position on the current account of the 
balance of payments, South Africa's gold and 
foreign e.xchange reserves decreased substantially 
during this period and amounted to R175 million 
at the end of May, 1961, compared with R328 
miJlion at the end of 1959. In tbe light of thi:< 
sharp decrease and the simultaneously favourable 
current account of the balance of payments, it 
was decided as from 16th June, 1961, that foreign­
ers could no longer repatriate ti,e proceeds from 

8) This figure does not include changes in the foreign 
liabilities and assets arismg from reinvested 
profits. It is customary in some countries to include 
a proportionate share of the reinvested profits of 
foreign controlled organisations as investment 
income payments to the rest of the world in the 
current account of the balance of paymenta and 
again as an inOow of capital in the capital account. 
The reinvested profits of foreign organisations con­
trolled by residents of the country concerned will 
then be included as investment income receipu 
in the current account and again as an outflow 
of capital in the capital account. These reinvested 
profits are not included in the South African 
balance of payments. The net effect, if included, 
would have been to decrease any current surplus 
(or increase a current deficit) and to increase a 
net capital inflow (or decrease a net capital out­
flow) . 

9) Direct foreign investment refers, in the case of 
foreign liabil ities, to the investment of foreigners in 
organisations in South Africa in which foreigners 
have a controUing interest. 
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Table 3." Net Priuate Capital M OlJem Oils in South Africa's Balance 0/ Paymenls /0/ 
the years 1956 t o 1964 

(R millions) 

Items 1956 1957 1958 1959 1960 196 1 1962 1963 1964 
Foreign Liabilities: 

Long-term 35 - 19 38 - II - 105 -28 -58 - 124 - 38 
Short-term 27 - 14 47 4 - 12 -4 - 3 35 - 13 

T otal 62 33 85 7 11 7 32 - 6 1 -89 - 51 
Foreign Assets: 

Long-term - 36 -27 -23 -30 - 24 - 12 - 24 - 12 12 
Short-term - 2 - 1 - 3 - 2 -1 1 - 21 10 4 - 18 

T otal -38 --28 26 - 32 -35 - 33 - 14- - 8 - 6 
T otlll: Identified Capital 

Movements 24 -61 59 --39 - 152 -65 - 75 - 97 -57 
Errors and Omissions --- - I -10 24 - 15 - 13 - 18 11 23 16 
Grand T otal ...... ...... 23 71 83 54 165 83 - 64 - 74 -41 

• The footnotes to T able 2 are also ap plicable to this table . 

the sales of South African securities to South 
African residents. The funds were blocked with 
South African authorised dealers in foreign 
exchange and could be reinvested on ly in quoted 
South African securities. This measure had the 
desired effect and the country's gold and foreign 
exchange reserves increased subsequently to reach 
a total of R428 million a year la ter on 30th June, 
1962. 

By this measure the close connection that existed 
between the Johannesburg and London Stock 
Exchanges was severed. The prices of South 
African shares have ever since been lower in 
general on the London Stock Exchange than those 
for the same securities on the Johannesburg Stod: 
Exchange. ihis "price gap" was at times as large 
as 25 per cent, but recent figures showed a diC­
ference of only about 6 per cent. 

As the country's gold and foreign exchange 
reserves increased the following schemes were put 
into operation in terms of which foreign fund., 
could again be repatriated through stock exchangc 
transactions: 

(i) During June, 1962, the first special non­
resident bonds were issued to foreigners. This 
scheme was discussed under the official capi­
tal movements above. 

(ii ) During June, 1962, the first allocations were 
made under the permit scheme 0/ exchange 
control relaxation . J n terms of this schenlc 
foreign exchange was provided from time to 
time to approved South Mrican institutions 
to purchase South African securities which 
were "scarce" on the Johannesburg Stock 
E'Xchange, on the London Stock Exchange. 
A portion of the yield resulting from the 
difference bctwccn thc Johannesburg and 
London prices had to be paid over to the 

South African Government by the South 
African resident purchasers under th is 
scheme. Several cases were approved which 
enabled South African resident institutions 
to take over the controlling interest in organi­
sations in South Africa from overseas in­
vestors. Allocations under the permit schem~ 
were suspended. during October, 1964, and 
the total alloca tIOns which had been utilised 
by then amou ntcd to R67 million. 

(iii) The fi rst sterling allocations under the arbit­
rage scheme of exchange control relaxation) 
wcre made during September, 1962. In 
terms of this scheme sterling amounts were 
allocated from time to time to South African 
stockbrokers to enable them to repurchase 
South African sha res from foreign holders. 
The South African purchasers again had to 
pay over to the South African Government 
a certain port ion of the amount resulting­
from the difference between the London and 
Johannesburg prices of the securities. This 
scheme was suspended du ring August, 1964, 
and the total a llocations which had been 
utilised by then amounted to R79 million. 

The capital outflow through stock exchango 
transactions as refl ected in T able XXXIII B can 
now be described with reference to the above 
schemes. The outflow reached the high level of 
R 77 million during 1960 before exchange control 
was extended to dealings in securities. Durinq-
1961 it decreased to R33 million, which was 
mainly concentrated in the first half of the year. 
During 1962 the various schemes described above 
came into force and the capital outflow arising 
from stock exchange transactions increased try 
R49 million. During 1963 thc schemes remained 
ill force and a record capital outflow of R89 



million occurred through Stock Exchange trans­
actions. During 1964 some of the schemes were 
abrogated and the outflow decreased again to R43 
million. 

The short-term foreign liabilities of the private 
sector fluctuated widely from year to year. Trade 
credits form an important part of these liabilities 
and are related in a large part to South Africa's 
foreign trade. Although no definite tendency j~ 
revealed by the yearly fluctuations, the short-teno 
foreign. liabilities of V1e South African private 
sector mcreased by a net amount of R67 million 
during the nine years 1956 to 1964. 
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The long-term foreign assets of the private 
sector were responsible for a fairly constant annual 
capital outflow since 1956 and increased by a 
total net amount of R176 million during the 
period 1956 to 1964. It can be seen from Table 
XXXIII B that direct investment 10 accounted for 
the major part of the outflow. South Africa's 
long-tenn direct foreign investment increased by 
R1~2 million during the period, while the net 
non-direct foreign investment amounted to R44 
million, and stock exchange transactions, through 
which South African residents purchased foreign 
securities quoted on the Johannesburg Stock 
Exchange from foreigners, were responsible for a 
net outflow of RIO mill ion. Judging by these 
figures, it would seem that the normal expansion 
of South Africa's foreign trade and of the activi­
tics of foreign subsidiaries of South African organi­
sa tions require an average new long-term invest­
ment from South Africa of about R20 million 
per year_ . , 

The short-term foreign assets of the private 
sec l or did not undergo any significant changes. 
Trade credits also played an important role !!1 
this regard. The total short-term foreign assets 
of the private sector increased by R44 million dur­
ing the nine years 1956 to 1964, although net 
decreases were recorded during some years. 

SUMMARY AND CONCLUS IONS 

(i) SOllth Africa's balance of payments for the 
nine years 1956 to 1964 included a total net 
capital outflow of R414 million. This total 
outflow is the net result of a capital inflow 
of R32 million to the South African official 
sector and a capital outflow amounting to 
R446 million from the South African private 
sector. 

(ii ) The total capital movements usually changed 
in South Africa's favour at times when the 
current account of the balance of payments 

10) Direct foreign investment refers. in the cas,: of 
foreign assets. to the investment by South Afncan 
re.<lidents in organi satiOn! in foreign countrieA. in 
which SOlll!. Afril'au residents have a conlrothnK 
inlcrc:;t. 

deteriorated. The improvement usually took 
place both in private and official captial 
movements and is partly attributable to the 
timing of drawings and repayments on foreign 
loans by the monetary authorities, and partly 
to forces of an autonomous nature. 

(iii) The South African Government's new draw­
ings On foreign loans e'xceeded its repayments 
during the years 1958, 1959 and 1960, but 
during the years 1956, 1957 and 1961 to 1964 
the total repayments were more than the 
drawings, with the result that the Govern­
ment's foreign liability in respect of long­
term loans decreased by R32 million during 
this period. During 1962, 1963 and 1964 the 
Government, however, issued special non­
resident bonds amounting to R45 million to 
foreigners. Up to the end of 1964 about 
RIO million had been repaid on these bond,. 
In total, the Government's long-term liabilities 
to foreigners showed little change during the 
period as a whole. 

(iv) The South African private sector repaid a 
net amount of R243 million on its foreign 
debt during the nine years 1956 to 1964, 
and at the same time made net investments 
of R220 million in foreign countries. Errors 
and omissions in the balance of payments 
estimates indicate, however, that the private 
sector received a net unidentified capital 
inflow of about R 16 million during the 
period from abroad so that a total net amount 
of R446 million left the South African private 
sector. 

(v) The substantial net repayment on private 
foreign debt (which does not include the re­
invested profits of direct investment organisa­
tions) took place despite the fact that foreign­
ers made net new inve~tments totalling RI01 
million in South African resident organisa­
tions controlled by them. A substantial 
repatriation of non·direct foreign investments 
therefore occurred during this period, especi­
ally through ti,e sales by foreigners of South 
African shares on the Johannesburg or 
London Stock Exchanges to .South African 
residents. In this way foreigners withdrew 
about R357 million of funds from the South 
African private sector, 

(vi) The South African private sector invested on 
average approximately R20 million per year 
in long-term foreign assets during the period 
1956 to 1964. This was necessary to finance 
the expansion of foreign undertakings con­
trolled from South Africa and to expand 
South Africa's foreign trade. 
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