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Quarterly economic review

Summary and general observations

In the Governor's Address at the Reserve Bank's
Annual General Meeting on 21 August 1979 and in
the Bank's Annual Economic Report published at the
time of the meeting, economic developments during
the year that ended on 30 June 1979, were reviewed
in detail, This review will be limited, therefore, to a
brief description of developments during the second
quarter of 1979 and, depending on the availability of
statistics, during July and August.

The moderate cyclical recovery of economic
activity during 1978 and the first quarter of 1979
continued during the second quarter, but the pace of
the upswing slackened somewhat during this quarter,
In some sectors of the economy conditions remained
sluggish and in others the rate of increase in activity
slowed down, As a result, the real gross domastic
product of the non-agricultural sectors of the econo-
my increased only moderately in the second quarter,
after an appreciable rise had occurred in the first
quarter. A sharp increase in the real value added by
agriculture raised the rate of growth in 10tal real gross
domestic product to a slightly higher level than in the
first quarter, but this increase was merely the result
of the earlier harvesting of summer crops. The
slowdown in the rate of increase in the non-
agricultural real gross domestic product was reflected
in a slight rise in registered unemployment during the
second quarter and the subsequent two months. This
rise represented a reversal of a declining trend which
had started at the end of 1977.

Although real aggregate domestic demand in-
creased moderately in the second quarter, it could
not sustain a higher rate of economic growth. In real
terms, private consumption expenditure rose only
marginally, government consumption expenditure
showed virtually no change, and gross domestic
fixed investment continued on a downward trend.
Real inventory investment, however, changed
markedly, but increases were confined mostly to
agricultural stocks-in-trade and mining inventories.
Although measures that are aimed at the further
stimulation of the economy by means of encouraging
demand were incorporated in the 1979/80 Budget,
most of these will start taking effect only in the third
quarter of 1979.

Because of the predominant influence of cost
factors on price increases, the sluggish demand did
not contribute towards lowering the rate of inflation.
The rate of increase in consumer prices, which had
started to accelerate in the first quarter of 1979, rose
further in the second quarter and in July. Wholesale
prices already began to rise at a higher rate in the last
Quarter of 1978 and the rate of increase accelerated
markedly in the second quarter of 1979 and in July.

The marked improvement in the terms of trade
during 1978 and the first quarter of 1979 did not
continue during the second quarter. In addition,
declines occurred in the seasonally adjusted volume
of exports and net gold output. Despite these
changes, the current account of the balance of
payments continued to show a substantial surplus in
the second quarter, This surplus was, however, well
below the record figure in the preceding quarter. A
substantial net outflow of capital, which exceeded
the surplus on the current account, was recorded in
the second quarter. This caused the net gold and
other foreign reserves to decline for the first time
during any quarter since the last quarter of 1977.
During July the net foreign reserves of the Reserve
Bank decreased substantially further, but increased
again during August.

The narrowly defined money supply as well as the
supply of money and near-money, seasonally ad-
justed, declined during the second quarter, but
increased sharply during July. The decline in the
money and near-money supply during the second
quarter occurred notwithstanding a rapid increase in
the monetary banking sector’s claims on the private
sector,  This increase was offset, however, by a
decline in the net gold and other foreign reserves of
the monetary banking sector and in this sector’s net
claims on the government sector, as well as by a
further rise in the private sector’s long-term deposits
with monetary banking institutions. A substantial
increase in net claims on the government sector and a
decline in long-term deposits of the private sector
with monetary banking institutions were the most
important causes of the increase during July. The
expansion of bank credit to the private sector caused
the unused facilities under the ceilings on the banks'
discounts, loans and advances to decline considerably
during the second quarter, but during July these
facilities increased again. With effect from 31 Au-
qust, these ceilings as well as those on private sector
investments were raised by the Reserve Bank by an
additional 4 per cent of their respective base figures
as at the end of December 1975.

The liguidity of all groups of banking institutions
remained at a high level during the second quarter
and July. Excess liquidity even increased during this
period and contributed to a marked easing of money
market conditions, especially after the first few days
of May up to late August, Reflecting these develop-
ments, money market interest rates declined almost
uninterruptedly from the beginning of May and
stood at considerably lower levels at the end of
August. Bank rate was reduced on 13 August as a
means of further relaxing monetary policy and in
recognition of the decline in short-term interest rates.
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This was followed by a lowering of the commercial
banks’ prime overdraft rate and of most deposit
interest rates.

In the capital market, long-term fixed-interest
security yields increased slightly during the second
quarter, apparently more because of changed ex-
pectations regarding price increases and uncertainties
about prospective interest rate movements than
hecause of actual shifts in the supply of or demand
for loanable funds. During July and August, how-
ever, the rise in yields was reversed to some extent.
Share vields followed a similar course; a slight rise
during the second quarter was followed by a decrease
during July and August.

National accounts”

Real gross domestic product, which had risen by 2%
per cent in 1978, increased at annual rates of about
3% per cent and 4 per cent in the first and second
quarters of 1979, respectively. In the first hall of
1979, real gross domestic product was approximately
3% per cent higher than in the correspanding period
in 1978. Because of a sharp increase in the first
quarter, real gross national product was about 6 per
cent higher in the first half of 1979 than in the
corresponding six months of 1978. In terms of
quarterly changes, however, real gross national
product increased at a lower rate during the second
quarter of 1979 because the marked improvement in
South Africa’s terms of trade during the first quarter
was not maintained during this period.

Most of the increase in the real gross domestic
product in the second quarter of 1979 was accounted
for by a substantial rise in the real value added by
agriculture, Although summer craps are expected to
be appreciably smaller in 1979 than in the preceding
year, the early harvesting of these crops raised the
real product of agriculture in the second quarter. The
increase in the real value added by the non-agricul-
tural sectors of the economy slowed down consider-
ably from the first to the second quarter of 1979.
Lower rates of growth in the second quarter were
recorded in the real gross domestic product of such
sectors as mining, manufacturing, transport and
finance. A particularly sharp decrease occurred in the
rate of growth in the real value added by mining,
largely because the exceptionally rapid increase in the
first quarter was not maintained in the second quar-
ter. The real value added by the sector electricity, gas
and water actually declined, following a substantial
increase in the first quarter. [n addition, the real
value added by commerce decreased further during
the second quarter.

Real gross domestic expenditure increased sharply
at an annual rate of about 10 per cent in the second
quarter, contributing materially to the level of such
expenditure in the first half of 1979 being approx-
imately 3% per cent higher than in the corresponding
period in 1978. The increase in the second quarter
was almost solely accounted for by a substantial
change in inventory investment; a sharp decline in
inventories in the first quarter was followed by a
small increase in the second quarter. This change
could be observed in an increase in agricultural
stocks-in-trade, mining inventories and, to a lesser
extent, retail stocks, as well as in a smaller decline
in manufacturing stocks. Wholesale stocks and the
inventories of the motor trade continued to decline.

The other components of real gross domestic
expenditure contributed, on balance, little ta the

* Quarterly changes are based on seasonally adjusted data.






























9,89 per cent during the second quarter, but then
declined 1o 9,81 per cent in August. The vyield on
long-term loan securities of companies amounted to
11,25 per cent in August, which was still marginally
higher than the yield of 11,01 per cent in June.

Net new issues of fixed-interest securities by the
public sector, adjusted for changes in the issuers'
holdings of their own securities, amounted to R368
million in the second quarter, compared with a net
repayment of R132 million in the first quarter,
During July the central government repaid maturing
stock amounting to R497 million and attracted new
funds to the amount of R397 million by means of
issues, including a long-term issue at 9,375 per cent.

Stock exchange turnover increased further in the
second quarter., The nominal value of gilt-edged and
semi-gilt-edged stock traded amounted to R5565
million, compared with a quarterly average of R287
million for the preceding three quarters. The value of
shares traded on the stock exchange during the
second quarter increased more moderately and was 5
per cent higher than in the first quarter. The latter
increase was mainly accounted for by a rise in share
prices. The comprehensive share price index, cover-
ing all classes of shares, rose by 6 per cent during the
second quarter. In July the value of shares traded
declined slightly, but on average share prices re-
mained unchanged. In  August, however, share
turnover rose sharply and the comprehensive share

price index increased by 7 per cent, The average
dividend yield on all classes of shares increased from
6,3 to 6,4 per cent during the second quarter, but
declined 1o 6,2 per cent in August,

The seasonally adjusted flow o1 longer-term funds
to deposit-receiving and related savings institutions
remained at a high level and amounted to R921
million in the second quarter, compared with R967
million in the first quarter. The building societies’
share in these funds decreased slightly from 52 per
cent of the total in the first quarter to 50 per cent in
the second quarter, Gross mortgage loans granted hy
building societies amounted to RE36 million in the
second quarter, or 10 per cent more than in the
preceding quarter. Notwithstanding this increase, the
demand for mortgage loans was inadequate to absorb
the societies’ inflow of funds and, as a result, the
societies had to increase their prescribed investments
by R125 million during the second quarter. During
July the societies experienced a turther net inflow of
funds amounting to R144 million, or slightly less
than the monthly average of R166 million for the
second quarter.

In the real estate market, the value of transactions
continued to edge upwards during the second quarter
and exceeded the figure for the first quarter by 3 per
cent. A more rapid increase in transactions occurred
in July,

Statement regarding monetary policy

Issued by the Governor of the South African Reserve Bank, Dr T W de Jongh

11 August 1979

Alter the usual consultation with the Treasury, the
Reserve Bank has decided to reduce Bank rate by %
per cent to 7 per cent per annum with effect from
13 August 1979.

This step represents a further relaxation of mone-
tary term interest rates in the market during recent
weeks, which has resulted in an excessive gap between
these rates and Bank rate.
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Kwartaallikse ekonomiese oorsig

Opsomming en algemene opmerkings

In die Presidentsrede tydens die Reserwebank se
algemene jaarvergadering op 21 Augustus 1979 en in
die Bank se Jaarlikse Ekonomiese Verslag wat ten tye
van die vergadering vrygestel is, is die ekonomiese
ontwikkelings gedurende die jaar wat op 30 Junie
1979 geeindig het in besonderhede bespreek. Hierdie
oorsig sal derhalwe beperk word tot 'n kort beskry-
wing van ontwikkelings gedurende die tweede kwar-
taal van 1979, en afhangende van die beskikbaarheid
van gegewens, gedurende Julie en Augustus.

Die matige sikliese herstel van die ekonomiese
bedrywigheid gedurende 1978 en die eerste kwartaal
van 1979 is gedurende die tweede kwartaal voortgesit
maar die tempo van die opswaai het gedurende
hierdie kwartaal ietwat verslap, In sommige sektore
van die ekonomie het die toestand traag gebly en in
ander het die koers van toename in die bedrywigheid
verlangsaam, Gevolglik het die reéle bruto binne-
landse produk van die nie-landbousektore van die
ekonomie in die tweede kwartaal slegs matig toege-
neem nadat daar in die eerste kwartaal 'n aanmerklike
toename aangeteken is. 'n Skerp toename in die reéle
loegevoegde waarde van die landbou het die groei-
koers van die totale reéle bruto binnelandse produk
laat styg tot 'n effens hoér viak as in die eerste
kwartaal, maar hierdie styging was bloot die gevolg
van die vroeére insameling van die oeste van somer-
gewasse. Die verlangsaming van die koers van toe-
name in die reéle bruto binnelandse produk van die
nie-landbousektore is weerspieél in ‘n effense styging
in die geregistreerde werkloosheid gedurende die
tweede kwartaal en die daaropvolgende twee maande.
Hierdie styging het ‘'n ommekeer verteenwoordig van
die dalende neiging wat aan die einde van 1977 beain
het,

Alhocewel die reéle totale binnelandse vraag gedu-
rende die tweede kwartaal matig toegeneem het, was
dit nie in staat om as basis vir 'n hoér ekonomiese
groeikoers te dien nie. Reéel gesproke het die private
verbruiksbesteding slegs marginaal toegeneem, die
owerheidsverbruiksbesteding het bykans geen veran-
dering getoon nie en die bruto binnelandse vaste in-
vestering het sy afwaartse neiging voortgesit. Die
reéle voorraadinvestering het egter opmerklik veran-
der, maar die toenames daarin was hoofsaaklik tot
landbouvoorrade-in-die-handel en mynbouvoorrade
beperk. Alhoewel maatreéls wat gemik is op 'n
verdere stimulering van die ekonomie deur aanmoe-
diging van die vraag in die Begroting vir 1979/80
opgeneem is, sal die meeste daarvan eers in die derde
kwartaal van 1979 hulle uitwerking begin toon.

As gevolg van die oorheersende invioed van koste-
faktore op die prysstygings, het die trae vraag nie tot
'n verlaging van die inflasiekoers bygedra nie. Die

koers van toename in die verbruikerspryse, wat in die
eerste kwartaal van 1979 begin versnel het, het in die
tweede kwartaal en Julie verder gestyg. Die groot-
handelspryse het reeds in die laaste kwartaal van 1978
teen ‘'n hoér koers begin styg en die koers van toena-
me het in die tweede kwartaal van 1979 en in Julie
opmerklik verder versnel.

Die opvallende verbetering in die ruilvoet geduren-
de 1978 en die eerste kwartaal van 1979 is nie ge-
durende die tweede kwartaal voortgesit nie. Boonop
het afnarmes voorgekom in die seisoensaangesuiwerde
volume van die uitvoer en die netto goudproduksie.
In weerwil van hierdie veranderings het die lopende
rekening van die betalingsbalans in die tweede kwar-
taal voortgegaan om 'n aansienlike oorskot te toon.
Hierdie oorskot was egter aansienlik laer as die
rekordsyfer van die voorafgaande kwartaal, 'n
Aansienlike netto uitvloeiing van kapitaal, wat die
oorskot op die lopende rekening oortref het, is in die
tweede kwartaal aangeteken. Dit het die netto goud-
en ander buitelandse reserwes vir die eerste keer in
enige kwartaal sedert die laaste kwartaal van 1977
laat daal, Gedurende Julie het die netto buitelandse
reserwes van die Reserwebank aansienlik verder
gedaal maar gedurende Augustus het dit weer gestyqg.

Die eng gedefinieerde geldvoorraad sowel as die
hoeveelheid geld en kwasi-geld, albei seisoensaange-
suiwerd, het gedurende die tweede kwartaal gedaal
maar gedurende Julie skerp gestyg. Die afname in die
hoeveelheid geld en kwasi-geld gedurende die tweede
kwartaal het voorgekom in weerwil van ‘n vinnige
toename in die monetére banksektor se eise teen die
private sektor. Hierdie toename is egter geneutrali-
seer deur ‘n afname In die netto goud- en ander
buitelandse reserwes van die monetére banksektor en
in hierdie sekior se netto eise teen die regeringsektor,
asook deur 'n verdere styging in die private sektor se
langtermyndeposito’s by die monetére bankinstel-
lings. n Aansienlike toename in die netto eise teen
die regeringsektor en ‘n afname in die langtermyn-
deposito’s van die private sektor by die monetére
bankinstellings was die belangriksté oorsake van die
toename gedurende Julie. Die uitbreiding van bank-
krediet aan die private sektor het meegebring dat die
onbenutte fasiliteite onder die plafonne op die banke
se diskonteringe, lenings en voorskotte gedurende die
tweede kwartaal aansienlik gedaal het, maar geduren-
de Julie het hierdie fasiliteite weer gestyg. Met ingang
31 Augustus is hierdie plafonne sowel as dié¢ op
beleggings in die private sektor met ‘'n bykomende 4
persent van hulle onderskeie basissyfers soos aan die
einde van Desember 1975 deur die Reserwebank
verhoog.

Die likwiditeit van alle groepe bankinstellings het
gedurende die tweede kwartaal en Julie op ‘'n hoé vlak
gebly. Die oorskotlikwiditeit het gedurende hierdie
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tydperk selfs toegeneem en tot 'n opmerklike ver-
ruiming van die geldmarktoestand bygedra, in die
besonder na die eerste paar dae van Mei tot en met
laat in Augusius. As 'n weerspieéling van hierdie
ontwikkelings het die rentekoerse in die geldmark
vanaf die begin van Mei feitlik onafgebroke gedaal en
aan die einde van Augustus op aansienlike laer viakke
gestaan. Die Bankkoers is op 13 Augustus verlaag as
‘n metode om die monetére beleid verder te verslap
en as erkenning van die daling in die korttermyn-
rentekoerse. Dit is deur 'n verlaging van die handels-
banke se prima-oortrekkingskoers en van die meeste
depositorentekoerse gevolg,

In die kapitaalmark het die opbrengskoerse op
langtermyn vaste-rentedraende effekte gedurende die
tweede kwartaal effens gestyg, skynbaar meer vanweé
veranderde verwagtings aangaande prysstygings en
onsekerheid omtrent toekomstige rentekoersbewe-
gings as vanwee werklike verskuiwings in die aanbod
van of die vraag na uitleenbare fondse. Gedurende
Julie en Augustus is die styging in die opbrengskoers
egter in sekere mate omgekeer. Die opbrengskoerse
op aandele het 'n soortgelyke verloop getoon; ‘n
effense styging gedurende die tweede kwartaal is
gedurende Julie en Augustus deur 'n daling gevolg.

Nasionale rekeninge*

Die reéle bruto binnelandse produk, wat in 1978 met
2% persent gestyg het, het in die eerste en tweede
kwartale van 1979 teen jaarkoerse van ongeveer
3% persent en 4 persent onderskeidelik toegeneem,
In die eerste helfte van 1979 was die reéle bruto
binnelandse produk ongeveer 3% persent hoér as in
die goreenstemmende tydperk in 1978. As gevolg
van 'n skerp toename in die eerste kwartaal, was die
reéle bruto nasionale produk n die eerste helfte van
1979 ongeveer 6 persent hoér as in die ooreen-
stemmende ses maande van 1978. In terme van
kwartaallikse veranderings het die reéle bruto nasio-
nale produk gedurende die tweede kwartaal van 1979
egter teen 'n laer koers toegeneem omdat die opmerk-
like verbetering in Suld-Afrika se ruilvoet in die
eerste kwartaal nie gedurende hierdie tydperk ge-
handhaaf is nie.

Die grootste deel van die toename in die reéle
bruto binnelandse produk in die tweede kwartaal van
1979 is deur 'n aansienlike styging in die reéle toege-
voegde waarde van die landbou verklaar. Alhoewel
verwag word dat die oeste van somergewasse in 1979
heelwat kleiner sal wees as in die vorige jaar, het die
vroeé insameling van hierdie oeste die reéle produk
van die landbou in die tweede kwartaal laat styg. Die
toename in die reéle toegevoegde waarde van die
nie-landbousektore van die ekonomie het van die
eerste na die tweede kwartaal aansienlik verlangsaam,
Laer koerse van toename in die tweede kwartaal is
aangeteken in die reéle bruto binnelandse produk van
sektore soos die mynbou, die fabriekswese, vervoer en
finansies. 'n Besonder skerp daling het in die koers
van toename |n die toegevoegde waarde van die
mynbou voorgekom, hoofsaaklik omdat die buiten-
gewoon vinnige toename in die eerste kwartaal nie in
die tweede kwartaal gehandhaaf is nie. Die reéle
toegevoegde waarde van die sektor elektrisiteit,
gas en water het in werklikheid afgeneem na 'n
aansienlike styging in die eerste kwartaal. Daarbene-
wens het die reéle toegevoegde waarde van die handel
gedurende die tweede kwartaal verder gedaal.

Die reéle bruto binnelandse besteding het in die
tweede kwartaal skerp toegeneem teen 'n jaarkoers
van ongeveer 10 persent en wesenlik daartoe bygedra
dat die vlak van hierdie besteding in die eerste helfte
van 1979 ongeveer 3% persent hoér was as in die
aoreenstemmende tydperk in 1978. Die taename in
die tweede kwartaal is bykans uitsluitend verklaar
deur 'n aansienlike verandering in die voorraadinves-
tering; ‘n skerp afname in die voorrade in die eerste
kwartaal is deur 'n klein toename in die tweede
kwartaal gevolg. Hierdie verandering is waargeneem
in 'n toename in landbouvoorrade-in-die-handel,
mynbouvoorrade en in mindere mate, kleinhandels-

Kwartaallikse veranderings word op seisoensaangesuiwerde
gegewens gebaseer






























gedaal het, Die langtermynopbrengskoers op die
hoogste graad semi-prima-effekte het gedurende die
tweede kwartaal van 9,43 tot 9,89 persent toege-
neem, maar daarna in Augustus tot 9,81 persent
gedaal. Die opbrengskoers op die langtermyn-
skuldbriewe van maatskappye het in Augustus 11,25
persent beloop, wat nog steeds marginaal hoér was as
die opbrengskoers van 11,01 persent in Junie.

Die netto bedrag aan nuwe uitgiftes van vaste-
rentedraende effekte deur die openbare sektor,
aangesuiwer vir veranderings in die betrokke leners se
besit aan hul eie effekte, het in die tweede kwartaal
R368 miljoen bedra, vergeleke met ‘n netto terug-
betaling van R132 miljoen in die eerste kwartaal.
Gedurende Julie het die sentrale regering effekte wat
vervaldatum bereik het ter waarde van R497 miljoen
terugbetaal en nuwe fondse ten bedrae van R397
miljoen opgeneem deur middel van nuwe uitgiftes,
met insluiting van ‘n langtermynuitgifte teen 9,375
persent,

Die omset op die aandelebeurs het gedurende die
tweede kwartaal verder toegeneem. Die nominale
waarde van prima- en semi-prima-effekte verhandel
het R555 miljoen bedra, vergeleke met 'n kwartaal-
likse gemiddelde van R287 miljoen vir die vooraf.
gaande drie kwartale, Die waarde van aandele ver-
handel op die effektebeurs gedurende die tweede
kwartaal het matiger toegeneem en was 5 persent
hoér as in die eerste kwartaal. lLaasgenoemde toena-
me was hoofsaaklik die gevolg van ‘n styging in die
aandelepryse, Die omvattende aandeleprysindeks,
wal alle klasse aandele insluit, het gedurende die
tweede kwartaal met 6 persent gestyg. In Julie het
die waarde van die aandele verhandel effens afge-

neem, maar oor die algemeen het die aandelepryse
onveranderd gebly. In Augustus het die aandeleomnset
egter skerp gestyg en die omvattende aandele-
prysindeks het met 7 persent toegeneem. Die gemid-
delde dividendopbrengskoers op alle klasse aandele
het gedurende die eerste kwartaal van 6,3 tot 6,4
persent gestyg maar in Augustus tot 6,2 persent
gedaal,

Die seisoensaangesuiwerde vloei van langertermyn-
fondse na depositonemende en verwante spaarin-
stellings het gedurende die tweede kwartaal op 'n hoé
vlak gebly en R921 miljoen bedra, vergeleke met
R967 miljoen in die eerste kwartaal. Die bouver-
enigings se aandeel in hierdie fondse het effens
afgeneem van 52 persent van die totaal in die eerste
kwartaal tot 50 persent in die tweede kwartaal.
Die bedrag van die bruto verbandlenings deur bou-
verenigings toegestaan het in die tweede kwartaal
RE636 miljoen beloop, wat 10 persent meer was as in
die voorafgaande kwartaal. Nieteenstaande hierdie
toename was die vraag na verbandlenings onvoldoen-
de om die verenigings se invloeiing van fondse te
absorbeer en as gevolg hiervan moes die verenigings
hulle voorgeskrewe beleggings gedurende die tweede
kwartaal met R125 miljoen verhoog. Gedurende
Julie het die verenigings 'n verdere invloeiing van
fondse van R144 miljoen ondervind, wat effens
minder was as die maandelikse gemiddelde van R155
miljoen vir die tweede kwartaal.

In die vaste eiendomsmark het die waarde van
transaksies gedurende die tweede kwartaal opwaarts
bly beweeg en die syfer vir die eerste kwartaal met 3
persent oorskry, ‘n Groter toename in transaksies het
in Julie voorgekom,

Verklaring insake monetére beleid

Uitgereik deur die President van die Suid-Afrikaanse Reserwebank, dr T W de Jongh

11 Augustus 1979

N4 die gebruiklike oorlegpleging met die Tesourie het
die Reserwebank besluit om die Bankkoers soos vanaf
Maandag 13 Augustus 1979 met % persent tot 7
persent per jaar te verlaag.

Hierdie stap verteenwoordig 'n verdere verslapping
van monetére beleid en neermn in ag die aansienlike
daling gedurende die jongste weke in korttermyn-
rentekoerse in die mark wat tot 'n oormatige gaping
tussen hierdie koerse en die Bankkoers gelei het.
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