
Quarterly economic review 

Summary and general observations 

The pace of the economic upswing, which had 
slackened somewhat during the second quarter, 
regained momentum during the third quarter, The 
rate of Increase in the real gross domestic product of 
the non-agricultural sectors of the economy was 
considerably higher in the third quarter than in the 
preceding quarter and also exceeded the quarterly 
average for the fi rst hal f of the year. Fluctuations in 
the real value added by the agricultural sector, 
however , caused the [otal real gross domestic product 
to . rise at a comparatively high rale in the second 
quarter, but to show no further increase in the third 
quarter. Apart from a decline in the real product of 
the agricultural sector and in the volume of gold 
mining -production, a higher level of real economic 
activiW was evident in the other major sectors of the 
economy_ 

Real gross domestic expenditure declined appre
ciably in the th ird quar1er as a result of a sharp 
decrease in inventories as well as a decline in fixed 
investment by publ ic authorit ies_ Notwithstanding 
this decline in real aggregate domestic demand, the 
ra te of increase in private consumption expendi ture 
accelerated in the third quarter and an increase 
was also recorded in fixed investment by the private 
sector and by public corporations. Real government 
consumption expenditure remained approxima tely at 
the level of the preceding Quarter. 

The higher level of (eal economic activity in the 
non-agricu ltura l sectors of the economy was reflected 
in a moderate increase in employment. Avai lable 
employment statistics for the first half of 1979 
indicate that the improvement in non-agricultural 
employment was due to a higher rate of increase in 
private·sector employment. Employment in the 
public sector rose at a lower rate during this period. 
The higher level of employmen t in the first half of 
1979 had li l1 le effect on unemployment, but a more 
distinct decrease in unemployment became evident in 
the thi rd quarter. 

The rate of infl ati on accelera ted markedly in the 
third quarter. Both the consumer and wholesale price 
indices recorded their largest quarterly increases since 
the third quarter of 1974 . The rise in the consumer 
price index was the result of simultaneous increases in 
several administered prices, including those of petro· 
leum products, as well as non-controlled prices. 
Wholesa le prices rose on account of higher rates of 
increase in the prices of domestically produced as 
well as imported goods. 

Despite a sharp increase in the value of imports and 
in net service and transfer paymen ts to foreigners, a 
substantial further surplus on the current account of 
the balance of payments was recorded in the third 

quan er. This surplus was brought about by a marked 
increase in the value of merchandise exports and in 
the net gold output. Volume as well as price in
creases were responsible for the higher level of 
exports, but the increase In the net gold outpu t was 
solely due to a rise in the price of gOld. A sharp rise 
in import prices accounted for the higher level of 
imports. The rate of increase in import prices even 
exceeded that in export prices, including the price 
of gold, and caused the terms of trade to deteriorate 
for the second consecutive quarter. 

A further substantial net outflow of capital oc
curred during the third quarter. The larger part of 
this ou tflow consisted of short-term capital, but there 
was also a net outflow of long-term capital. The net 
outflow of short-term capital was partly related to 
the repayment of short· term foreign loans because,of 
the sharp rise in interest rates abroad, and to the 
substantial widening of the margin between the 
effective cost of trade financing in terms of the US 
doliar and the rand. The gross gold and other foreign 
reserves nevertheless increased on account of balance 
of payments transactions. An even larger increase 
occurred in the net reserves because of a further 
reduction of liabilities related to reserves. The overall 
balance of payments surplus as well as developments 
in the foreign exchange market and changes fn 
international exchange rates generally were reflected 
in an appreciation of the rand, not only in relation to 
the US dollar, but also against all major currencies_ 

The supply of money and near-money increased 
sharply during the th ird quarter, fallowing an actual 
decline during the first hall of the year. During the 
first nine months of 1979 a fairly moderate increase 
was recorded. The narrowly defined money supply, 
however. rose more rapidly during this nine-month 
period. The rate of increase in this monetary aggre
gate was even more pronounced during the twelve 
months to September 1979. With the excepti'on of 
rang-term deposits of the private sector with mone
tary banking institutions, the other main factors 
which affect the quantity of money and near-money 
made positive contributions to the increase during the 
third Quarter. Thus, an increase occurred in the net 
gold and other foreign reserves of the monetary 
banking sector, in bank credit extended to the private 
sector. and in net claims of the monetary banking 
sector on the government sector. Only a relatively 
small further rise in long-term deposits of the private 
sector was recorded dunng the third quarter, 
apparently because of a shift to deposits ranking as 
money and near·money. 

Bank credit to the private sector increased at a 
lower rate during the third quarter. This was es
pecia lty apparent in the case of the discounts. loans 
and advances of commercial . merchant and general 



banks, notwithstanding the raising of the ceilings on 
these forms of credit to the private sector from 31 
August 1979. Unused facilities under these ceilings, 
therefore, Increased sharply dunng the third quarter. 
The un~sed facHities under the ceilings on private 
secto~ Investments, however, decreased, notwith
standing the further raising of these ceilings from 31 
August . 
. The liquidity of all groups of banking institutions 
Increased markedly during the third quarter. The 
high level of liquidity was reflected in a substantial 
fur~her easing of the money market during this 
period, except for a temporary tightening of market 
conditions over month-ends. During October and the 
first half of November very easy conditions continued 
10 exist, interrupted only by a tightening over the 
October month-end. Money market interest rates fell 
sharply and the Reserve Bank was an active sel ler of 
securities in the open market with a view to ensuring 
an orderly decline in interest rates. 

Th.e rat~ of increase in Exchequer receipts during 
Ihe first SIX months of the 1979/80 fiscal year was 
markedly higher than the figure anticipated in the 
Budget for the fiscal year as a whole. Receipts from 
gold mining companies were much higher than 
expected and the tax concessions provided for in 
the Budget became fully effective only in the second 
~uarter of the f~scal year. EXChequer issues also 
Increased at a higher rate than anticipated in the 
Budget. but the Exchequer Account deficit that had 
to be financed by means of borrowing was consider
ably smaller than In the corresponding period of the 
preceding fiscal year. Part of thisdefjcit was financed 
by means of an increase in the Treasury's net indeb
tedness to the monetary banking sector. 

In accordance with the policy objective of 
achIeving a higher rate of economic growth, various 
measures were announced in September by the 
Minister of Finance. These included the early repay
ment of the 1976/77 loan levy to individuals, a 
bonus payment to pensioners, an additional subsidy 
on food and on bus passenger services to and from 
resettlement areas, the relinquishment of certain 
government revenue, and an increase in government 
expenditure. 

The capital market was characterised by generally 
buoyant conditions during the third Quarter. In the 
market for fixed·interest securities, new issues were 
supported more actively, secondary-market trans
actions increased sharply, and long·term yields 
dec.lined after having increased temporarily during the 
penod March to July 1979. In the share market. 
turnover as well as prices rose strongly and share 
yields declined. A marked increase in activity was also 
observed in the mortgage and real estate markets. 

.. 

National accounts· 

Higher rate of growth in non-agricultural 
sectors of the economy 

After the pace of the economic upswing had 
slackened somewhat during the second Quarter a 
higher rate of growth was resumed in the n;n
agricultural sectors of the economy in the third 
Quarter of 1979. Preliminary national accounts 
estfmates for the third Quarter indicate that the 
annual rate 01 increase of 5 per cent in the real gross 
domestic product of the non-agricultural sectors 
exceeded the comparable figure of 1 * per cent for 
the second quarter as well as the average of about 4% 
per cent for the first two Quarters of the year. AI 
~hough summer crops were considerably smaller than 
In 1978, the early harvesting 01 these crops raised the 
~eal value added by the agncuttural sector markedly 
In the second Quarter, but caused a sharp decline in 
the real product of thiS sector in the third quarter. 
~ a result, the total real gross domestic product 
Increased at an annual rate of 4 per cent in the second 
Quarter and showed no change in the third Quarter_ 
During _the first nine months of 1979, total real gross 
domestic product was about 3 per cent higher than 
during the corresponding period of 1978. 

A higher level of real economic activity was evident 
in virtually all of the non·agncultural sectors of the 
economy in the third quarter. The volume of manu
facturing production recorded its largest quarterly 
increase. in 1979,. the volume of non-gold mining 
production rose slightly above the high level to which 
it had increased in the first quarter, the real value 
added by construction increased markedly further 
after a moderate rise in the second quarter wholesale 
and retail sales at constant prices showed the first 
Quarterly increase since the last quarter of 1978, and 
the real value added by the services sectors continued 
to rise. A decline occurred only in the volume of 
gold production, because of the mining of lower 
grade. are, as well as a reduction in tonnage milled, 
and In the number of new motor vehicles sord_ 

NotWithstanding a sharp rise in the price of gOld 
and in export commOdity prices during the third 
Quarter, the terms of trade deteriorated for the 
second ~onsecut!ve. quarter because of an even higher 
rate of Increase In Import prices, particularly in those 
01 petro~eum products. Consequently, the real 
gross national product decl ined slightly In the thIrd 
Quar ter . The level of the real gross national product 
in the first nine months of 1979 was nevertheless 5 
per cent higher than in the corresponding period of 
1978. 

At current prices, the gross domestic product 
Increased at a somewhat higher rate in the third 
quarter than in the second quarter. The remunera
tion of employees rose at a lower rate, but the gross 

• Ouarterlv changes are based on .seasonallv adjU51ed data . 



Gross domestic product at constant 1970 prices 
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operating surplus at a higher rate than in the second 
quarter, Higher operating surpluses were recorded in 
gold and non-gOld mining, manufacturing and com· 
merce, whereas the operating surplus of agriculture 
declined. Notwithstanding a marked rise in general 
sales tax collections, indirect taxes increased at a 
lower rate than in the second quarter, largely as a 
resuh of a decline in customs duties and the surcharge 
on imports. 

Decline in real gross domestic expenditure 

Real gross domestic expenditure declined appreciably 
in the third quarter, following a sharp increase in the 
preceding quarter. These swings were caused largely 
by changes in real inventories. In real terms, an 
inventory decline in the third quarter, together with a 
decrease in f ixed investment by public authorities, 
more than offset an increase in private consumption 
expenditure and in fixed investment by the private 
sector and public corporations. Government can· 
sumption expenditure remained at the level of the 
preceding quarter. During the first nine months of 
1979, real gross domestic expenditure was 3 per cent 
higher than during the corresponding period of 1978, 

At current prices, the rise in the gross national 
product exceeded that in the gross domestic expen· 
diture in the third quarter. This resulted in a larger 
surplus on the current account of the balance of 
payments than in the second quarter. 

Sharp increase in real private 
consumption expenditure 

Real private consumption expenditure, which had 
increased at a higher rate in the second quarter than 
in the first quarter of 1979, rose even more rapidly in 
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the thi rd quarter. During the first nine months of 
1979. real private consumption expendTture was 
about 2% per cent higher than during the first nine 
months of 1978. Except for expenditure on non
durable goods. higher rates of increase than in the 
preceding quarter were recorded in expenditure on 
durable goods, semi-durable goods (mostly clothing 
and footwear) and services. 

HIgher rates of increase were observed in the third 
quarter In real expenditure on such durable goods as 
furniture, household appliances and electrical equip
ment. but the number of new motor cars purchased 
dedined slightlY. The higher rate of increase in real 
expenditure on services partly reflected a subS lillJlion 
of public transport for the use of privately owned 
motor vehicles. Real consumer outlays on non
durable goods rose on ly moderately, largely because 
of a lower level of expenditure on petroleum pro
ducts. 

Unchanged level of real government 
consumption expenditure 

In the third quarter, real government consumption 
expenditure remained more or less at the level of the 
preceding quarter. A small increase in the ramune
ration of employees was counterba:anced by a decline 
in expendi ture on goods and other services, including 
defence expendi ture. Total ex penditure in the first 
nine months of 1979 showed little change in relation 
to that in the corresponding period of t978, 

Increase in real gross domestic fi xed investment 

Total real gross domestic fi xed investment increased 
in the th ird quarter, Increases in the fixed capi tal 
outlays of the private sector and public corporations 
were only partly offset by a decline in similar ou tlays 
by publ ic authorities_ The level of total reol fixed 
investment during the first nine months of 1979 was 
about % per cent lower than during the correspon
ding period of 1978. Real fixed investment by public 
corporat ions increased by 1 % per cent during this 
period. whereas that by public authorities and the 
priva te sector decreased by 2% per cent and Yz per 
cent. respectively . 

The increase in real fixed investment by the private 
sector was particularly evident in the case of gold and 
non-gold mining, manufacturing and privale resi
dential construction. It would appear that the down
ward trend in private residential construction since 
the middle of 1974 was reversed in the third Quarter. 
The increase In fixed investment in manufacturing 
was probably related to the continued rise in the 
utilisa tion of production capacity from 83 per cen t in 
the first quarter of ' 978 to 86 per cent in the third 
Quarter of 1979. The further increase in real fixed 
investment by pubhc corporations was larg:!Iy ac
counted for by the outlays of Escom. Publ ic au thori
ties' real fixed investment declined during the third 
Quarter because of a decrease in out lays by the Soulh 
African Railways Administration. 
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Substantial decline in real inventories 

1978 1919 

After the value of inventories at cons tant prices had 
increased during the second quarter, a substantial 
decline occurred during the third quarter. Industrial 
and commercial inventories as well as agricultural 
slocks-in-trade declined. reflecting the increase in 
wholesale and retail sales and the lower level of 
agricultural production, respectively. The decline in 
real non-agricultural inventories and the increase 
in the real gross domestic product of the non-agri
cul tural sectors lowered the inventory ratio to 30,2 
per cent in the third quarter, compared with 30,6 per 
cent in the second quarter and the most recent peak 
of 38.2 per cent in the third quarter of 1975. 

Marked increase in gross domestic saving 

Gross domestic saving rose markedly in the third 
quarter when an increase in corporate saving and in 
provision for depreciation exceeded a decrease in the 
current surplus of general government and in personal 
saving. Personal saving decl ined as a result of the 
sharp Increase in private consumption expenditure at 
current prices and a lower rate of increase than in the 
preceding quarter in the nominal value of salaries, 
wages and income from property. The decline in the 
current surplus of general government largely re
flected lower direct and indirect tax receipts, Total 
gross domestic saving in the first nine months of 1979 
was 33 per cent higher than in the corresponding 
period of 1978. Personal saving, corporate saving. the 
current surplus of genera l government and provision 
for depreciation were 60. 25, 67 and 16 per cent. 
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respectively, higher in the first nine months of 1979 
than in the corresponding period of 1978, 

Gross domestic saving substantia lly exceeded gross 
domestic investment in the third quarter, The 
difference was reflected in a net outflow of capital as 
well as an increase in the gold and other foreign 
reserves. 

Employment and prices 

More rapid increase in employment and earnings 

Non-agricultural employment, which had increased 
by 0,9 per cent in 1978, rose at seasonally adjusted 
annual rates of 1,2 per cent and 0,9 per cent in the 
first and second quarters of 1979, respectively. In 
the first half of 1979 employment in the non
agricultural sectors was 1,9 per cent higher than in 
the correspond ing period of 1978. The improvement 
in non-agricultural employment was due to a higher 
rate of increase in private-sector employment. After 
employment in this sector had increased by only 0,4 
per cent in 1978, its level in the first half of 1979 was 
2,4 per cent higher than in the corresponding six 
months of 1978. With the exception of construction, 
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higher employment levels were evident in all sections 
of the private sector. The level of public sector 
employment, on the other hand. was only 0,6 per 
cent higher in the first half of 1979 than in the 
corresponding period of 1978, compared with an 
increase of 2,5 per cent in 1978. Employment by the 
central government, the South African Railways 
Administration and local authorities was actually 
lower in the first half of 1979 than in the corres
ponding period of 1978. 

The seasonally adjusted number of re'Jistered 
unemployed Whites, Coloureds and Asians increased 
from 27265 in Apri l '979 to 29 547 in July, before 
decreasing during the subsequent three months to 
28408 in October. The number of unemployed 
Blacks amounted to 9,2 per cent of the economically 
active population in August 1979, compared with 9,8 
per cent in August 1978. 

The seasonally adjusted average remuneration per 
worker in the non-agricultural sectors of the economy 
Increased by 6.8 per cent in the first half of 1979, 
compared with the second half of 1978. If the effect 
of price increases is eliminated, the average real 
remuneration per White and non-White worker 
rose by 1,9 per cent and 2,2 per cent, respectiYely, 
from the second half of 1978 to the first half of 
1979. The average levels of the real remuneration of 
White and nonWhite workers, however, were still 1,2 
per cent and 0,2 per cent, respectively, lower in the 
first half of 1979 than in the corresponding period of 
1978. 

Higher rate of increase in prices 

The average level of consumer prices was 13,0 per 
cent higher in the first ten months of 1979 than in 
the corresponding period of 1978. On a quarterly 
basis, the seasonally adjusted consumer price index 
rose successively at annual rates of 10,7 per cent, 
11.6 per cern and 24.4 per cent in the first three 
quarters of 1979. The marked acceleration in the 
third quarter was the result of simultaneous increases 
in several administered as well as non-controlled 
prices. Sharp increases in administered prices were 
effected in the case of petroleum products, public 
transport, coal. maize, dairy products and margarine, 
In addition, substantial increases occurred in the 
prices of meat, vegetables, tobacco, footwear, dry
cleaning and hairdressing services as well as in flat 
rent and servants' wages. From October 1978 to 
October 1979, consumer prices increased by 14,3 per 
cent. 

Wholesale prices were, on average, 13,0 per cent 
higher in the first nine months of 1979 than in the 
corresponding period of 1978. The increase in the 
seasonally adjusted wholesale price index accelerated 
from an annual rate of 12,9 per cent in the first 
quarter of 1979 to 15,6 per cent and 22.4 per cent in 
the second and third quarters, respectively. This 
acceleration occurred in the prices of domestically 
produced as well as imported goods. Sharp rises were 
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recorded in the prices of agricultural products, 
processed food, footwear. petroleum products, basic 
metals and metal products, and machinery. From 
September 1978 to September 1979, wholesale prices 
increased by 15,8 per cent. 



Balance of payments 

Substantial further surp lus on current account 

A substan tial further surplus of approximately 
A I 030 mi ll ion was recorded on the current account 
of the balance of payments in the third Quarter. This 
figure brought the surplus in the first nine months of 
1979 to about A2600 million. At a seasonally 
adjusted annual rate, the current account surplus 
amounted 10 A3530 million in the third Quarter, 
compared with A2 260 million and A3 520 mil l ion in 
the second and first Quarters, respectively . The 
surplus in the third Quarter was accounted for by 
marked increases in merchandise exports and the net 
gold output, which were only partly offset by sharp 
rises in merchandise imports and net service and 
transfer payments to foreigners. 

Merchandise exports, at a seasonally adjusted 
annual rate, increased from A7770 million in the 
second Quarter to A9 480 million in the third Quaner. 
This increase reflected volume as well as price rises. 
Increases octurred mostly in metal and mineral 
exports, especially of diamonds, uranium, platinum, 
iron ore and coal. Exports of agricultural products, 
however, declined slightly during this period. 

The value of the net gold output increased from a 
seasonally adjusted annual rate figure of A4 910 
million in the second Quarter to A6120 million in the 
th ird Quarter. This increase occurred despite a slight 
decline in volume and was entirely due to a rise in the 
price of gold. The average price of gold on the 
London market increased from $258,69 per fine 
ounce in the second Quarter to $316,83 per fine 
ounce in the third Quarter, or by 22,5 per cent. After 
a record fixing price of $437,00 per fine ounce had 
been reached on 2 October, wide fluctuations oc· 
curred in the gold price during the remaining part of 
the month. An average fixing pri ce of $391.31 per 
tine ounce was recorded in October. 

Merchandise imports, at a seasonally adjusted 
annual rate, increased from AS 590 million in the 
second Quarter to R9 830 million in the third Quarter, 
largely as a result of a sharp r ise in prices. The 
volume of imports remained approximately at the 
level of the preceding quarter. Increases occurred 
mostly in imports of mineral products (including 
petroleum products). chemical products and plastic 
materials. The marked increase in import prices 
during the third Quarter caused the terms of trade to 
deteriorate for the second consecutive quarter. 
notwithstanding an appreciable further rise in the 
price of gold as well as in the prices of export com
modities. 

Net service and transfer payments to the rest of the 
world, which had shown a sharply rising trend during 
the past four years, tended to level off during the first 
half of 1979. In the third Quarter, however, these net 
payments again rose rapidly because of increased 
freight and merchandise insurance payments, tourist 
expenditure, payments for other transportation 
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Terms of trade 
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services, and dividend payments on foreign invest· 
ment in South Africa. Compared with R1 830 
million in the second quarter, net service and transfer 
payments to foreigners amounted to R2 240 million 
in the third quarter. 

Continued large net outflow of capital 

A substantial net out flow of capital of R872 million 
occurred during the th ird quarter, bringing the total 
net outflow during the first nine months of 1979 to 
R2299 million. As is shown in the accompanying 
table, the larger part of the net outfiow consisted of 
short·term capital. 

Apart from a reduct ion of liabilities related to 
reserves, i.e. repayments on loans which had been 
raised previously to supplement foreign exchange 
holdings, the ou tfl ow of short-term capital was 
related to the repayment of short-term foreign loans 
because of the sharp rise in interest rates abroad, and 
more generally to the widening of the margin be· 
tween the effective cost of trade financing in terms of 
the US dollar and the rand. Th is margin, for 
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Net capita l movements 
R millions 

1979 

FIrst ,,, ',d 3.d nine 
qtr. qtt. qtr. months 

Long-term capital 
Central governmenl and 
banking sector - 86 23 - 19 -82 
Pubhc corporattons and 
local authorIties 15 -44 -29 
Net purchases of seCUnltes 
listed on the Johannes-
burg Stock Exchange -27 -61 -36 - 124 
Other private sector -35 22 -50 -63 
Total - 133 - 16 -1 49 - 298 

Shorl-term capital 
Llablllttes related to 
reserves - 101 -34 - 103 -238 
Other, Includmg un· 
recorded transactrons' -579 -564 - 620 - 1763 
Total - 680 -598 - 723 - 2001 

Total net capital 
movements - 8 13 - 614 - 872 - 2299 

I e errors and omiSSions on the current 8S well as 
the capital account 

example, widened from 0,8 per cent at the end of 
January 1979 to 2,1 per cent at the end of June and 
8, 1 per cent on 31 October. 

The net outflow of long-term capital during the 
third quarter represented mostly repayments on 

Effective cost of trade financing 
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foreign loans by the central government and banKing 
sector, public corporations and the private sector. 
Foreigners were net sellers of securities listed on the 
Johannesburg Stock Exchange, but [he contra item 
of such security sales. which have the effect of 
creating financial rand, is included in the figures as an 
in f low of capi tal to the private sector . 

Increase in gold and other foreign reserves 
Balance of payments transactions caused the gross 
gold and other foreign reserves to rise by R162 
million during the third quarter. If valuation adjust· 
ments are also taken into account, the gross reserves 
increased by R843 million to reach a level of A3 650 
million at the end of September. During October the 
gross gold and other foreign reserves of the Reserve 
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Bank increased further by A116 mill ion ana 
amounted to A3 527 million at the end of the month. 
The latter increase was en tirely due to a rise in the 
gold reserves, resulting from the repurchase of a 
portion of the gold wh ich the Bank had previously 
sold to foreign parties under gold swap transactions. 

The net gold and other foreign reserves, i.e. gross 
reserves minus changes in liabilities related to reserves 
and valuation adjustments, increased by A265 million 
during the third quarter. During the first nine months 
of 1979. the net reserves rose by R541 million. 

Appreciation of the rand 

In the foreign exchange market, the rand appreciated 
by 2,4 per cent against the US dollar during the th ird 
quarter, namely from $1.1800 per rand at the end of 
June to $1 ,2088 per rand at the end of September. 
The weighted average exchange rate of the rand 
against all currencies appreciated by 1.0 per cen t. 
representing the net result of an appreciation against 
the US dollar, the British pound and the Japanese 
yen, and a depreciation against most Western Euro
pean currencies. During the early part of October the 
rand cont inued to appreciate against the US dollar 
but then declined to $1 ,2060 per rand at the end of 
the month. The weighted average exchange rate of 
the rand appreciated by 2,3 per cen t during October. 
From the introduction of the new exchange rate 
system at the end of January 1979 until the end of 
October, the rand appreciated by 4,9 per cent against 
the US dollar, whereas the weighted average exchange 
rate 01 the rand appreciated by 5, 1 per cent. 

13 



Monetary and banking situation 

Higher rate of increase in money and near-money 

The seasonally adjusted supply of money and near
money, which had declined at an annual rate of about 
2 per cent during the second quarter of 1979. in
creased sharply by R747 million, or at an annual rate 
of 30 per cent. during the th ird quarter. During the 
first nine months of 1979 the annual rate of increase 
amounted to about 9 per cent. compared wi th a rise 
of 12 per cent during 1978 as a whole_ The narrowly 
defined money supply, seasonally adjusted. rose at an 
annual rate of 10 per cent dUring the third quarter. 
after having declined at an annual rate of 1 per cent 
during the second quarter. The annual rate of in

crease in this monetary aggregate amounted to 
12 per cent during the first nine months of 1979 and 
to 18 per cent during the twelve months to Septem
ber 1979, compared with 10 per cent during the 
calendar year 1978. 

The net gold and other foreign reserves of the 
monetary banking sector, which had 'decreased 
slightly by R28 million during the second quarter, 
rose sharply by R279 million during the third quar
ter, largely because of an Increase in gross reserves. 
During October the net gold and other foreign 
reserves of the Reserve Bank increased moderately 
further by Rn million, excluding the effect of the 
monthly revaluation of the Bank's gold stock. A 
small decrease of R69 million in the monetary 
banking sector's net claims on the government sector 
during the second quarter was followed by a marked 
Increase of R284 million during the third quarter, 
reflecting mostly a dE!{;line In government deposits 
Claims on the private sector can tinued to expand 
dunng the thi rd quarter, but at a much lower rate 
than during the second Quarter Long-term jeposits 
of the private sector with monetary banking institu
tions, which had rISen on ly moderately by A157 
million during the second quarter, recorded an even 
smaller increase of R55 million during the third 
Quarter . The lower rate of increase in these deposits ' 
during the second and third quarters reflected a 
distinct chanqe in investors' altitudes. 

Lower rate of increase in bank 
credit to the private sector 

The seasonally adjusted claims of monetary banks on 
the private sector rose at an annual rate of 9 per cent 
during the thi rd Quarter, following a much higher rate 
of increase of 20 per cent during the second Quarter . 
The annual rate of increase during the first nine 
months of 1979 amounted to 13 per cent, tne same 
rate of increase as in 1978. 

The rise of R376 million in bank credit extended 
to the pr ivate sector during the thi rd qUarter, not 
seasonally adjusted. was partly attributable to a large 
increase of Rl11 million in cash credit advances by 
the Land Bank. Net new investments in private-
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Causes of changes in money and near· money 
A millions 

Net gold and other foreign reserves 
Claims on government sector 

Gross claims . 
Govemmenl deposl\s !Increase -. decrease +1 

Net claims 
Claims on private sector 
long· term depOSits tlncrease -. decrease +1 
Net other assets 

Total causes of changes 

sector securities amounted to R69 million, following 
a rapid rise of R96 million during the preceding 
quarter. The discounts, loans and advances of the 
commercial, merchant and monetary general banks, 
which had increased by R243 million during the 
second quarter, rose moderately by R86 million 
during the third Quarter. The latler figure consisted 
of an increase of R72 million in bills discounted, a 
sl rong rise of R115 million in hire·purchase credit 
and leasing finance, and a decline of RlQl million in 
other loans and advances. 

The unused facilities under the banks' ceilings on 
discounts, loans and advances to the pnvate sector 
increased very sharply by A348 million during the 
third quarter, main ly as a result of the raising, with 
effect from 31 August 1979, of the authorised 
ceilings by an amount equal to 4 per cent of the 
relevant base figures as at 31 December 1975. Not· 
withstanding a corresponding increase in the autho· 
rised Investment ceilings, unused facilities under these 
ceilings actually declined by A15 million during the 
third quarter. 

High level of excess liquidity 

The liquidity of ail groups of banking Instttutions, 
which had been at a high level during the period 
March \0 July, decreased slightly during August. The 
main reason for this slight decline was an Increase of 
R140 million in the banks' required minimum 
holdings of liquid assets, During September, how· 
ever, the banks' excess liquidity once again increased 
substantially The excess liquidity ratio of all mone
tary banking institutions declined from 4,7 per cent 
at the end of July to 3,8 per cent at the end of 
August, before increasing to 4,8 per cent al the 
end of September. The corresponding ratios for 
non-monetary banks (excluding two banks which are 
in the process of winding up thei r opera t ions) 
amounted to 4,7, 3,6 and 4,6 per cent at these three 
mOnth-ends, respectively . 

During the third Quarter the aggregate amount of 
excess liquid assets increased by A300 million, Th is 
was mainly caused by an increase of R491 million in 
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actual holdings of liquid assets, which was partly 
neutralised by an increase in required liquid assets. 
The large rise in actual liquid asset holdings was 
largely accounted for by an increase of R304 million 
in the foreign sector's contribution to the banks' 
liquidity base. 

Acwal, required and axe", liquld .... ets 
of banking Institution. .-. 

"" 
"00 

.... Act liquid assets 

.. .. 
4000 

,'", 

'200 

1200 
liquid assets 

'" 
"" 
, 

" 



Money market 

Conditions in the money market, which had been 
very easy during July and August, tightened on the 
last day of August, eased in the course of September, 
but tightened somewhat again over the September 
month-end. During October and the first half of 
November the market was, however, very easy again, 
except for a temporary tightening over the October 
month-end. The tightening over the August month
end was mainly attributable to a large seasonal 
increase in government deposits and a decrease in 
gross claims on the government sector, which were 
partly neutralised by rising net foreign reserves of the 
Reserve Bank. The tightening of the market over the 
September month-end was the result of a further 
increase In notes in circu lation that was only partly 
neutralised by a sharp rise in the net foreign reserves 
of the Reserve Bank. A sharp increase in government 
deposits was mainly responsible for the tight market 
conditions over the October month-end. 

Call loans to the discount houses amounted to as 
much as A 1 033 million on 30 August and remained 
at fairly high levels during September, October and 
the first half 01 November, reaching a new record 
figure of Al069 million on 15 October. Accom
modation to the discount houses, which had been nil 
from the beginning of July up to 30 August. 
amounted to A121 million on 31 August. After 
having reverted gradually to lower levels in the course 
of September, the accommodation again increased 
over the September month-end. By 6 October, 
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however, all bills rediscounted by the Reserve Bank 
had been repurchased by the discount houses. Ac
commodation was again provided over the month-end 
and amounted to R282 million on 31 October. 

Monetary banks' free balances with the National 
Finance Corporation, which had been at a relatively 
high level during August, were almost depleted during 
most of September. These balances reached sub
stantial levels again in the course of October, but 
declined to insignificant amounts during the last 
few days of the month and early November. 

Money market interest rates continued to decrease 
after the end of August, the decline becoming more 
pronounced during the first part of October but more 
slowly during the remainder of the month and the 
first half of November. The rate on three-month 
bankers' acceptances declined from 4,90 per cent on 
31 August to 4,80 per cent on 28 September. 4,40 
per cent on 12 October and 4,10 per cent on 16 
November. The rate on three-month negotiable 
certificates of deposits followed a similar course. The 
Treasury bill tender rate decreased from 4,45 per 
cent on 31 August to 4,38 per cent on 28 September, 
3,93 per cent on 12 October and 3.81 per cent on 16 
November. 

The Reserve Bank was an act ive seller in the open 
market from the beginning of August with a view to 
ensuring an orderly decline in interest rates. Open
market sales of A126 million by the Bank during 
August were followed by sales of A303 million 
during September and of as much as A555 million 
during OctOber and the first three weeks of Novem
ber. The latter figure included special tap Treasury 
bills of A300 million that will mature at the end of 
February 1980 to offset the seasonal flow of tax 
money to the government. In addition, the amount 
of Treasury bills offered at the weekly tender was 
temporarily increased from ROO million to Al00 
million from 2 November. 



Government finance 

High rate of increase in Exchequer receipts 

Exchequer receipts during the first six months of the 
1979/80 fiscal year, i.e. the period April to Septem
ber 1979, were 23 per cent higher than in the corres
ponding period of the preceding fiscal year . This 
increase was markedly higher than the figure of 4 per 
cent anticipated in the Budget for the fiscal year as a 
whole. The main reasons for the substantial rise in 
receipts were a marked increase in receipts from gold 
mining companies as a result of the sharp rise in the 
price of gold, the fact that an important part of the 
tax concessions provided for in the latest Budget 
became effective only in July 1979, and the dis
tortion of the comparison of receipts in 1979/80 with 
those in the preceding fiscal year caused by the 
fact that the general sales tax did not exist during the 
first three months of the 1975ng fiscal year. 

Whereas the 1979/80 Budget provided for an 
actual decline of R7 million in receipts in the form of 
income tax and mining lease payments by gold 
mining companies. actual receipts during the first half 
of the fiscal year already exceeded those during 
the first half of the preceding fiscal year by R222 
million. The deviation of other income tax receipts 
from Budget estimates is likely to be reduced in the 
second half of the fiscal year when personal income 
tax collections will fully reflect lower tax rates. 

As is shown in the accompanying table, collections 
of indirect taxes during the first half of the fiscal year 
conformed fairly closely to Budget estimates for the 
fiscal year as a whole. The largest deviation occurred 
in the case of excise duties because part of the duty 
on petroleum products was not channelled to the 
Exchequer Account but was used for stabilising fuel 
prices. 

Exchequer issues exceed Budget estimates 

Exchequer issues, in the form of funds made available 
to government departments for approved expendi
ture, were 17 per cent higher in the first half of the 
1979/80 fjscal year than in the corresponding period 

Stat8 Revenue Fund ' - major components of revenue 
Seasonallv adjusted I.gures at annual rates 
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of 1978179. Tllis Increase was notably higher than 
the estimated increase of 12 per cent in central 
government expenditure during the fiscal year as a 
whole, 

Smaller Exchequer defici t 

The deficit on the Exchequer Account, excluding 
borrowing and debt repayment, amounted to R844 
million in the f irst half of 1979/80, or R245 million 
tess than the deficit in the corresponding period of 
the preceding fiscal year. In contrast with the first 
half of 1978179 during which the Treasury reduced 
its net indebtedness to the monetary banking and 
foreign sectors, 27 per cent of the Exchequer deficit 
in the first six months of 1979/80 was financed by 
means of net foreign borrowing and an increased net 
indebtedness to the monetary bankIng sector. A 
substantially smaller amount was borrowed from 
domestic non-banking sources and this was reflected 
in a reduced net investment in government securities 
by the private non-banking sector as well as the 
Public Debt Commissioners. 

Exchequer Account financing 
R millions 

Oefidt 

Financing: 
Domestic sources 

Non-banking sectOfs 
PubliC Debt Commlsslonersl 
Pllyate nen·banklll9 seCler 

Monetary banking sector 
Foreign sources 

Total 

I Including the Department of Posts and TelecommunIcatIons 

Additional measures to stimulate the economy 

With a view to stimulating the economy further, 
various measures were announced in September by 
the Minister of Finance. These included the early 
repayment in November of the 1976/77 loan levy and 
accrued interest to individuals, amounting to about 
Rl54 million, a bonus paymen t of R24,5 million to 
pensioners, an increase of R20 million in food sub
sidies, and a further subsidy of R12 million on bus 
passenger services to and from resettlement areas. In 
view of the substantial additional government revenue 
in the form of income tax and mining lease payments 
by gold mining companies, it was decided to re
linquish certain revenues and to increase government 
expenditure. Thus, excise duties of R75 million and 
interest receipts of R55 million from the Rai lways 
Administration were relinquished in order to stabilise 
the price of fuel and to increase the subsidy on 
railway passenger transport. In addition, government 
expenditure is expected to increase by R120 million 
during the 1979/80 fiscal year because of unavoidable 
cost rises. 
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Capital market 

Lower yields and higher turnover in market for 
fixed ·interest securities 

After a temporary tightening during the period March 
to July 1979, conditions in the market for fixed
interest securities eased again during the subsequent 
three months. New issues were supported more 
actively and long· term yields declined slightly. 
Thus, the secondary-market yield on long-term 
government stock, which had risen from 9,07 per 
cent in February 1979 to 9,49 per cent in July, 
declined 10 9,15 per cent in October. The long
term secondary· market yield on the highest grade 
semi·gilt-edged stock rose from 9,35 per cent in 
February to 9,89 per cent in July, before declining to 
9.52 per cent in October During the same periods 
the secondary market yield on company loan securi
ties increased from 10,75 per cent to 11.31 per 
cent, and then decreased to 10,92 per cen t. 

The amount of new funds raised in the market by 
means of net issues of public·sector stock amounted 
to Al18 million in the third quaner. During the first 
nine months of 1979 an amount of A354 million was 
raised. compared wi th A1 770 million during the 
corresponding period of ' 978. As is shown in the 
accompanying table. the main reason for the lower 
level of public sector borrowing in the market for 
fixed-interest securities during 1979 was the com
paratively small amount of new funds raised by the 
central government. In addition, borrowing by public 
corpora tions and local authorities was also lower 
during the first nine months of 1979 than during the 
corresponding period of 1978. New issues of long
term loan securities by pr ivate-sector companies 
amounted to R60 mIllion during the third quarter, 
bnnging the amount of funds raised during the first 
nine months of 1979 to A173 million. compared 
with R122 million during the fi rst nine months of 
197B. 

Secondary-market transactions in listed fixed· 
interest securi t ies increased sharply in the tHird 

Net new issues of long-term fixed- interest securities 
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quarter. Transactions of A389 million and A555 
million in the first and second quarters of 1979, 
respectively, were foll owed by a turnover amounting 
to Rl 057 mll1ion in the third quarter. The total 
turnover of R2oo1 million in the first nine months 
was substantially higher than the corresponding figure 
of R424 million for the first nine months of 1978. 

Share market buoyant 

Turnover and prices in the share market increased 
sharply during the period July to October. The 
number of shares traded on the stock exchange 

Total 
Public ""''' public Privete 

Period government' corporations ' authorit iN' 5ector ' sector 

1978 - 18\ qualler 188 165 38 391 32 
2nd quarter 59S 332 56 9S6 46 
3rd quarter 9 352 32 393 44 
4th qualle, 137 154 22 3 13 100 

Year 932 1003 14S 2083 222 
1979 - l SI quartel -296 152 12 - 132 77 

2nd quarter 165 16S 35 36S 36 
3fd quanel -102 196 24 llS 60 
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during this period was, on average, 34 per cent higher 
than during the second quaner. Share prices rose, on 
average, by 29 per cent during this period. Buoyant 
conditions cou ld be observed in all sections of the 
market. Financial shares showed the largest price 
increases, followed by mining shares and the com· 
bined group of industrial and commercial shares. The 
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comprehensive share price index, covering all classes 
of shares, reached a level in September that was 
higher than the peak in May 1969. TUrnover, how
ever, did not rise to the level of the May 1969 peak, 
probably because of the substantial increase in 
transactions in fixed-interest securities. The 
buoyancy of the market was reflected also in the 
successfu l raising of R231 million by Sasol in Sep· 
tember and October as part of a fully placed total 
share issue of R525 million. The amount of R35 
million offered for public subscription drew appli · 
cations totalling R1 094 million. 

Because of the rapid rise in share prices, the 
dividend yield on all classes of shares declined from 
6,44 per cent in June to 5.75 per cent in September 
and 4,91 per cent in October. The inverse yield gap 
between ordinary shares and long-term government 
stock widened from 2,91 per cent in June to 4,24 per 
cent in October. 

Unit trusts experienced a small further net outfloW 
of funds in the form of net repurchases of units 
during the third quarter. Because of rising share 
prices, the market value of the trusts' net assets 
increased by A67 million during the third quarter to a 
level of A5Ql million at the end of September, The 
average selling pri ce of units rose by 13 per cent 
during this period, 

Smaller flow of longer-term funds to deposit
receiving and related savings institutions 

The flow of longer-term funds to deposit-receiving 
and related savings institutions declined significantly 
during the third quarter. As is shown in the accom· 
panying table, this change was most pronounced in 
the case of banking institutions. but could also be 
Observed in the case of building societies. 

Flow ot longer-term funds to financial institutions 
Seasonally adlusted data 
R millions 

lst qlr. 

Bankmg mslliulions 435 
BUlldtng SOCieties 505 
PartlClpallOn mortgage 

bond schemes -11 
Government savmgs 

facil ities 89 
Total 1018 

Further increase in real estate and 
mortgage market activity 

1979 

2nd qu. 

338 
463 

- 1 

108 

908 

3rd qtr. 

197 
375 

- 11 

105 

666 

Activity in the real estate and mongage markets 
increased further in the third quarter. The value of 
real es tate transactions was 20 per cent higher than in 
the preceding quarter. Transactions in the first nine 
months of 1979 exceeded those in the corresponding 



period of 1978 by 24 per cent. The gross amount of 
mortgage loans granted by building societies during 
the third Quarter were 25 per cent higher than in the 
second Quarter, and in the first nine months of 1979 
gross mortgage lending by the societies was 73 per 
cent higher than in the corresponding period of 1978. 

Notwithstanding the increase in mortgage lending 
by the building societies, the demand for mortgage 
loans could not absorb the amount of funds available 
for this purpose. Consequent ly, the societies had to 
increase their holdings of prescribed investments by a 
further amount of A 11 3 million. At the end of 
September the societies' excess hold ings of prescr ibed 
investments amounted to R832 million. or 9,1 per 
cent of thei r liabilit ies to the public. Indications are, 
however, that the demand for mortgage loans is 
increasing strongly and that the increase wi ll 
accelerate even further once the 99·year lease scheme 
for housing in black townships becomes fully 
operative. 

Axed property market 
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