
Reduction of interest rates 

Statement issued by Senator the Honourable O. P. F. Horwood , Minister of Fina nce 

15 September 1978 

For nearly a year now the Government has attempted to 
stimulate the economy gradually and selectively to 
achieve out higher growth potential. Steps announced 
pnor to the Budget m March of this year were 
reinforced by Budgetary concessionS and subsequently 
followed by monetary policy adjustments and the 
abolition of sales duties In June of this year the 
prescnbed Investment requirements of finanCial 
Institutions were significantly reduced. less than a 
month ago the Governor of the South African Reserve 
Bank announced a t% reduction In the Bank rate. This 
was followed by a similar reduction In the minimum 
overdraft rates of the clearing banks. 

In View, however. of the need for funher moderate 
stimulation of the economy and particularly as a 
contribution to the reduction In cost preSSJres. the 
authorities regard It as essential that the Interest rate 
structure of the economy be reduced by a further 
margin. 

With regard to Treasury Issues it has been deCided to 
discontinue the present sefles of tax-free 8% Treasury 
Bonds with effect from Monday. 18 September 1978. 
and 10 offer a new senes of tax-free 7% Treasury Bonds 
For practical reasons this senes will be available from 
16 October 1978. The aggregate investment In both 
the old 8% and the new 7% Treasury Bonds together 
may not exceed R40 000 per taxpayer 

In line With the general depOSit rale reduction II Will 
also be necessary 10 Withdraw the present series of 9t 
per cent National Defence Bonds With Immediate effect 
and to replace them With a new series With Similar 
conditions but wllh a reduced coupon rale of 8t per 
cent. This series will be available for subSCription from 
1 November 1978. 

As far as the Post Office IS concerned. my colleague. 
the Minister of Posts and Telecommunications. has 
agreed to lower the deposlt rate on Post Office Savings 
Bank Cert!flcates from B% to 7% as from 1 October 
1978. For eXisting holders the decrease In the rate will 
apply as from 1 January 1979 

The present senes of NallOnal Savings Certificates 
Will be replaced by a new senes on 1 November 1978 
Yielding 7 per cent In the first year. 7t per cent in the 
second year and B per cent In the third year. 

The Treasury will approach the marKet With I\S 
customary new stock Issues on 2 October 1978. The 
nominal rates 01 Interest offered will be 10 per cent on 
the 22 year issue and 8.15 per cent on the 3 year issue, 

The banks and the building societies have agreed to 
reduce most of their depOSit rates In concert with the 
lower rates announced here In respect of the Post 
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OffIce and the Treasury Separate announcements are 
being made by the banks and the bUilding socle\leS as 
to their new rate structures. 

In addition. the bUilding SOCieties intend to adjust 
their mortgage rates downward not later than 1 
January 1979. An announcement to thiS effect will be 
made later thiS month. 

It is trusted that this general reductIOn In the interest 
rate structure will contribute materially to further 
ImprOVing the Investment climate. to increased 
economiC activity and to a meal1lnglul reduction In cost 
pressures. 

Statement issued by the President of the Clearing 
Bankers Association of Southern Africa, 
Mr. R. J. N. Abrahamsen 

15Seplember 1978 

FollOWing the Governor's announcement on 22 August 
1978 redUCing Bank rate by t% per annum and m view 
of the current easier l iqUidity conditions and the genera) 
fall m market mterest rates. The commercial and 
general banks have agreed that the Interest rates 
payable on depOSits With them will be reduced overall 
by 1 % per annum With effect from 18 September 1978. 
except 111 the case of speCial savings deposits In respect 
of which the reduction of 1 % per annum will take place 
as Irom 25 September 1978 

The follOWing rates Will therefore apply . 

Individual deposits accepted for a New eHectlve 

period of. or subject to notice of 
maximum rale 01 

Ineerest per annum 
withdrawal of from dates 

indicated 

1.1 less than SIX months. including 
Per cent 

savings deposits and call loans 7 
Ibl SIX months and longer but less 

than 12 months 7i 
icl twelve months and longer, but 

less than 24 months 8t 
idl twenty·four months and longer 9 

This reduction Will affect only amounts up to 
A250000. 
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