
Quarterly economic review 

Summary and general observations 

The economic upswing, which had begun towards the 
end of 1977 and had proceeded at a slow pace during 
the first eighteen months of the recovery phase, 
gained considerable momentum during the second 
half of 1979, This was reflected In a significant 
acceleration in the rate of economic growth in the 
course of the year, but for the year as a whole, the 
rate of economic growth was only moderately higher 
than in 1978. The feal gross domestic product 
increased by about 3'* per cent in 1979, but as aresult 
of a further improvement in the terms of trade, the 
gross national product rose at an appreciably higher 
rate of about 5 per cent. . 

Real economic activity in almost all sectors of the 
economy increased at a higher rate than in 1978. 
Particularly sharp rises were recorded in non-gold 
mining, manufacturing and the services sector, and 
even in construction real activity showed an increase 
after declines had occurred in the preceding three 
years, The real product of agriculture, however, rose 
at a slightly lower rate than in the preceding year, 
whereas that of gold mining decreased slightly. The 
real value added by commerce continued to decline In 
1979, notwithstanding an improvement in the second 
half of the year. 

The more rapid economic growth in 1979 was 
reflected in a higher rate of increase in non­
agricultural employment in the first nine months of 
the year, This was particularly evident in the private 
sector, whereas public-sector employment tended 
to rise at a somewhat lower rate than in the preceding 
year. In the private sector, appreciably higher rates of 
increase in employment were recorded in mining, 
manufacturing and the financial sector, The increase 
in employment resulted in a moderate decline in 
unemployment among all population groups. 

In contrast with 1978, when real gross domestic 
expenditure and real exports contributed about 
equally to the increase In real gross domestic product, 
the rise in real gross domestic product in 1979 
resulted mainly from an increase in real aggregate 
domestic demand. Real gross domestic expenditure 
increased more rapidly as a result of a higher rate 
of increase in private consumption expenditure, a 
change in fixed investment from an appreciable 
decline in the preceding year to a moderate rise in 
1979, and a smaller decline in inventories_ Real 
government consumption expenditure, on the other 
hand, remained approximately at its 1978 level. 
Economic policy measures which were aimed at 
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stimulating consumer demand, such as the reduction 
in personal income tax rates, the early repayment of 
loan levies, increased social benefits and an accom­
modating monetary policy, took effect in the second 
half of the year and resulted in a marked acceleration 

in the rate of increase in real private consumption 
expenditure. This, together with the increase in real 
exports, had the effect of reducing excess production 
capacity and providing an inducement to fixed 
investment. 

Economic growth in 1979 was based to a large 
extent on a higher rale of increase in real private 
consumption expenditure. This base for a higher rate 
of growth, however, was eroded by a substantial rise 
in the ra te of inflation. Although there was no 
evidence of demand inflation, wholesale as well as 
retail prices increased at markedly higher rates in 
1979 as a result of sharp rises in the prices of im­
ported goods as well as domestic goods and services. 
Because of the higher rate of inflation, the real 
remuneration per worker in the non-agricultural 
sectors of the economy declined slightly in the 
first nine months of 1979_ Although statistics of the 
remuneration of labour are not available for the full 
calendar year, it would appear that the increase in 
real consumer expenditure was related more to a rise 
in real disposable personal income that was brought 
about by a lower rate of increase in personal income 
tax . 

The current account of the balance of payments 
showed a record surplus in 1979, amounting to no 
less than 6% per cent of the gross domestic product . 
The surplus was accounted for by a substantial 
increase in the value of the net gold output as well as 
in the value of merchandise exports, and was attained 
notwithstanding a sharp r ise in the value of mer­
chandise imports and in net service and transfer 
payments to non-residents: 

The surplus on the current account was ap­
proximately matched by a net outflow of capital. 
The net outftow consisted of long-term as well as 
short-term capital, the latter including fairly large 
repayments on liabilities related to reserves. Total 
gross gold and other foreign reserves increased only 
marginally on account of balance of payments 
transactions during 1979. The net reserves, however, 
showed an appreciable rise owing to the reduction of 
liabilities related to reserves. If valuation and other 
adjustments, mainly the revaluation of the gold 
reserves at a market-related price, are taken into 
account, the gross reserves increased sharply to a 
new record level at the end of 1979. During the first 
two months of 1980 the gross gold and other foreign 
reserves of the Reserve Bank rose appreciably, partly 
as a result of an increase in the Bank's foreign ex­
change holdings_ 

In the foreign exchange market the rand ap­
preciated against the US dollar as well as against the 
currencies of most trading-partner countries, excep­
tions being the pound sterling and the German mark. 
The weighted average value of the rand in terms of all 
major currencies also appreciated during 1979 and 

• 

.J 



this appreciation continued during January and 
February 1980. The exchange rate of the financial 
rand changed considerably during 1979 and the first 
two months of 1980. This was reflected ill a marked 
narrowing of Ihe financial rand discount. 

Monetary aggregates increased at higher rates 
during 1979 than during the preceding year. The 
increase in the supply of money and near-money was 
only slightly higher than in 1978, but the rate of 
increase in the narrowly defined money supply was 
more than double that in 1978. The money and 
near· money supply actually declined during the first 
half of 1979. but increased substantially during the 
second half. Likewise. a strong acceleration in the 
rate of increase in the narrowlv defined money 
supply occurred dUring the second half of the year . 
The higher rate of increase in the supply of money 
and near·money during 1979 was caused by a more 
rapid increase in the monetary banking sector's claims 
on the private sector. a rise in this sector's net claims 
on the govern men I sector as against a decline in 1978. 
and a significantly lower rate of increase in long·term 
deposits of the private sector with monetary banking 
institutions. On the other hand, the net gold and 
other foreign reserves of the monetary banking sector 
rose by a smaller amount during 1979 than during the 
preceding year. 

During January 1980 the seasonally adjusted 
supply of money and near·money increased only 
moderately further. A substantial increase in the 
monetary banking sector's net gold and other foreign 
reserves was largely offset by a decline in net claims 
on the government sector and a renewed increase in 
long·term deposits of the private sector with mone· 
tary banking institutions. In addition, claims on the 
private sector decreased marginally. 

Bank credit to the private sector rose by a sub­
stantial amount in 1979, reflecting a much stronger 
demand for credit than in preceding years. The 
discounts, loans and advances of commercial. mer· 
chant and monetary general banks increased strongly, 
especially hire·purchase credit and leasing finance. 
In addition to the usual monthly increase. the ceilings 
on the discounts. loans and advances of banking 
institutions were raised on two occasions during 
1979. Unused facilities under the ceilings never· 
theless declined during the year because of the 
increased lending by the banks. Ceilings on bank 
investments in private·sector securities were also 
raised in 1979, causing an increase in the unused 
facilities under these ceilings. 

Net bank credit to the government sector. which 
had decl ined during 1978. increased moderately 
during 1979. This change was more pronounced in 
the net claims of the monetary banking sector on the 
central government. Notwithstanding an almost 
negligible rise in the Exchequer Account deficit in 
1979, the Treasury's net indebtedness to the mone· 
tary banking sector increased considerably during this 
period, whereas it had declined during 1978. The 
larger recourse to the banking sector reflected a 
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change in the pattern of Exchequer financing in 
1979, resulting in smaller amounts being borrowed 
from the Public Debt Commissioners and the private 
non·banking sector. The almost unchanged Ex­
chequer Account deficit. despite an appreciable rise 
in Exchequer issues, was due to a sharp rise in Ex· 
chequer receipts. especially income tax and mining 
lease payments by gold mining companies. 

Money market conditions continued to ease during 
1979 and January 1980. This easing was reflected in 
a considerable decline in money market interest rates 
until Ihe end of November and early December. 
During the last three VY'8eks of December these rates 
increased moderately and. apart from temporary 
decreases. the higher levels were approx imately 
maintained during Januarv and February. Open· 
market operations by the Reserve Bank during this 
period were aimed at providing investment outlets to 
a highly liquid money market in order to ensure an 
orderly downward adjustment of interest rates and, 
more recently. a stabilisation of interest rate levels. 
Bank rate was lowered by Y.! per cent on three oc· 
casions during 1979 and. in response, the prime 
overdraft rates of commercial banks. deposit interest 
rates and mortgage rates were reduced. 

In 1979 the capital market was characterised by an 
ample availability of loanable funds. a marked in· 
crease in activity. and a decline in long·term yields 
and interest rates. In the fixed·interest securi ty 
market a relatively small amount of new funds was 
raised. but secondary market transactions increased 
substantially. Fixed·interest security yields con· 
tinued to decline. except during temporary periods of 
tightness towards the middle and again at the end of 
the year. A boom period was experienced in the share 
market and stock exchange turnover and prices 
soared to high levels. Further increases occurred 
during the first two months of 1980. Activity in the 
mortgage and real estate markets, which had reo 
covered slowly during the initial phase of the econo· 
mic upswing, increased significantly in 1979. 



National accounts 

Higher rate of economic growth 

A significantly higher rate of economic growth was 
recorded in 1979. Real gross domestic product 
increased at a rate of about 3% per cent in 1979, 
compared with 2~ per cent in the preceding year . 
South Africa's terms of trade improved further in 
1979 because of a higher rate of increase in export 
prices (including the price of gold) than in import 
prices. In addition, real net factor payments to the 
rest of the world declined in 1979. Consequently, 
the real gross national product increased at a higher 
rate than the real gross domestic product, namely 
by about 5 per cent, compared with 3 per cent in 
1978. 

As is shown in the accompanying table, higher 
rates of increase were recorded in the real output of 
almost all sectors of the economy in 1979, notably in 
non·gold mining, manufacturing, construction and 
the services sector. Exceptions were agriculture, the 
real product of which rose at a lower rate, gold 
mining, the real product of which decreased slightly, 
and commerce which, for the third consecutive year, 
recorded a decline in real value added, notwith­
standing an improvement in the second half of the 
year. 

Contrary to earlier expectations of a decline, the 
real product of agriculture rase slightly in 1979 as a 
resul t of a substantial increase in winter crops that 
more than compensated for a decline in summer 
crops. The real product of gold mining was mar· 
ginally lower because of the mining of lower grade 
ore Which, in turn, was related to the sharp rise in the 
price of gold. In the case of non·gold mining, how· 
ever, the real product increased markedly because of 
strong foreign demand for metals and minerals. A 
sharp rise also occurred in the real value added by 
manufacturing, ref lecting mainly an increase in 
real private consumption expenditure and in the 

Percentage change in real gross domestic and gross 
national product 

1978 

Primary sector 2 
Agncul1ure. fores!ry and fishing 3 
Gold mining 1 
Other mining 1 

SeCOndary sector 3 
Manufacturing 4t 
ElectriCity. gas and water 5 
Construction -5 

laniary sector 2 
Commerce and accommodation -1 
Services 3 

Tota l gross domestic product 2, 
Gross national product 3 
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volume of merchandise exports. The real value added 
by construction showed an Increase in 1979 after de­
clines had been recorded in the preceding three years. 
Notwithstanding an imprO\lement in the course of the 
year, the real value added by commerce declined 
in 1979 as a whole, the largest decreases being reo 
corded in the case of the wholesale and the motor 
trade. The real value added by the services sector 
rose strongly in 1979, main1y because of a substantial 
increase in the real product of transport, storage and 
communication which was related to the sharp 
increases in non-gold mining and manufacturing pro­
duction. 

At current pri ces, the rate of increase in the 
gross domestic product accelerated from '4% 
per cent in 1978 to 20 per cent in 1979. The re­
muneration of employees rose by 15 per cent. com· 
pared with 11 per cent in 1978, reflecting higher 
rates of increase mainly in the case of mining. manu­
facturing and general government. The gross 
operating surplus increased by 25Y.z per cent in 1979, 
as against 17Yl per cent in the preceding year . The 
major contribution to the higher rate of increase in 
1979 was made by agriculture, gold mining, non·gold 
mining. manufacturing and the wholesale and retail 
trade. 

The difference between the growth rates in the 
gross domestic product at current and constant prices 
implied an Increase of about 15% per cent in the 
derived gross domestic product deflator in 1979, as 
against a rise of 12 per cent in 1978. The higher rate 
of increase in 1979 reflected the combined effect of a 
sharp increase in export prices (including the price of 
gold) and in domestic prices. 

Seasonally adjusted quarterly estimates of the real 
gross domestic product show that after an appreciable 
increase in the first quarter and only moderate rises in 
the second and third quarters, a marked increase was 
recorded In the fourth quarter. This sharp rise 
reflected not only the substantial increase in agricul ­
tural production on account of large winter crops, 
but also significant increases in the real value added 
by manufacturing and the 'Nholesale, retail and motor 
trade. 

Moderately higher rate of increase in real 
gross domestic expenditure 

Real gross domestic expenditure, which had risen by 
1% per cent in 1978, increased at a moderately higher 
rate of about 3 per cent in 1979. In contrast with 
1978, when real gross domestic expenditure and real 
exports contributed about equally to the rise in the 
real gross domestic product, the further increase 
in the real gross domestic product in 1979 emanated 
mainly from a rise in real aggregate domestic demand. 
The more rapid rise in real gross domestic expen· 
diture in 1979 was accounted for by a higher rate of 
increase in real private consumption expenditure, the 
fact that a decline in real fixed investment in 1978 
changed to a small increase in 1979, and a smaller 
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Percentage change in real gross domestic el(penditure 

Prtva!e consumption el(pendllure 
GOV(lrnment consumptIon expendIture 
Gross domestIc fi xed Investmenl 
Change In inventories (R ,mll/ans) 

Gross domestic el(penditure 

1978 1979 
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decline in real inventories. Real government can· 
sumption expenditure in 1979 remained more or less 
at its 1978 level. 

At current prices, the increase in gross domestic 
expenditure was exceeded by the rise in the gross 
national product. As a result. a substantially larger 
surplus than in 1978 was recorded on the current 
account of the balance of payments in 1979, 

Higher rate of increase in real private 
consumption expenditure 

Although the rate of increase in real private con· 
sumption expenditure was only moderately higher in 
1979 than in 1978, a significant acceleration occurred 
in the course of the year. In the first quarter, for 
example, real expenditure showed no change but in 
the fourth quarter i t rose at a seasonally adjusted 
annual rate of about 10 per cent. Consumer expen­
diture was stimulated during the second half of the 
year by the tax concessions granted to individual 
taxpayers in the 1979/80 Budget as well as by the 
early repayment of loan levies and increased social 
benefits. Expenditure on all major classes of con ­
sumer goods, i.e. durable, semi·durable and non· 
durable goods, as well as on consumer services in· 
creased more rapidly in 1979. the largest rise being 
recorded in the durable goods category. 

Percentage change in real private consumption 
el(penditure 

1978 1979 

Durable goods 4 6 
FurMure and household appliances -1 6, 
Personallransport eQuIpment 18 7 
Recreational and enterlalnrrlent goods 4 

Semi-durable goods - 1 1 
Clothm9 and footwear -2 3 
Motor car lYres. tubes. pans 
and accessones 5 -8 

Non-durable goods 2 2, 
Food. beverages and lobacco 2 3, 
Petroleum products 5 - 10 

Services 1 3 
Rent 01 dwollings 2 2 
Transport and communlcatton services 3, 3t 
MedIcal servIces 3 3, 
ExpendiTure by reSIdents abroad -15 5 

Total private consumption expenditure 1, 2t 
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After real government consumption expenditure had 
risen at an average annual rate of as much as 10 per 
cent from 1973 to 1976, it increased by on ly 1 per 
cent and ~ per cent in 1977 and 1978, respectively. 
The policy of maintaining discipline in government 
expenditure continued in 1979 and real government 
consumption expenditure did not r ise above its 1978 
level. An increase in the real remuneration of em­
ployees was counterbalanced by a decline in real 
expenditure on goods and other services. In real 
terms, defence expenditure decreased for the third 
consecutive year. 

Small increase in real gross domestic 
fixed investment 

The decline in real gross domestic fixed investment 
during the preceding three years was reversed in 1979 
when a small increase was recorded. This increase was 
attributable to a further rise in the real capital expen­
diture of public corporations, with that of the pr ivate 
sector and publ ic authorities remaining approx­
imately at their respective 1978 levels. 

In the private sector, real fixed investment by the 
mining sector increased sharply as a result of the 
extension of production capacity at gold mines, the 
construction of uranium plants and the creation of 
additional production capacity in other mining to 
meet a higher foreign demand. Likewise, real fixed 
investment by manufacturing, which had declined 
markedly in 1978, increased substantially as excess 

Percentage change in real gross domest ic f ixed 
invest ment 

1978 1979 

Privale business enterprises - <It 
Agrfculture -2 -8 
Mmlng 6 20 
Manufactufmg -14 12 
Resident ial bUildings -16 '. Other (transport, commerce. finance) 1 -12 

Public corpOlations " 9 
M anutactuflng 44 9 
flectrlc lIY, gas and water 9 7 
Other (Ilanspon . mining. tmaneel -43 24 

Public authorities - 121 
South Alncan Rallwavs AdmInistration - 3 1 9 
Other bU5Hless enterpnses 6, -4 
Genefal government - 10 - ' 1 

Central governmem - 'OJ -3 
ProvincIal admmlstra tlons - I t , 
Local aulhOn\!es -'9 -It 

Total real gross domestic fixed invest ment - 4 2 

production capacity was being taken up by the rise in 
manufacturing production, The utilisation of pro­
duction capacity in manufacturing, for example, 
increased from 83 per cent in the first quarter of 
1978 to 87 per cent in the fourth quarter of 1979. 
The downward trend in private residential 
construction since the middle of 1974 was reversed in 
1979 and for the year as a whole a small increase was 
recorded. On the other hand, real fixed investment 
by agriculture, transport, and the financial and 

Grosa domesUc fixed investment at 
constant 1970 prices 
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business services sector declined appreciably in 1979. 
Real fixed investment by public corporations, 

which had increased at an average annual rate of 10 
per cent from 1976 to 1978, rose further by 9 per 
cent In 1979. The fixed capital outlays of Sasol and 
Escom increased moderately, but those of Iscor. 
reflecting the development of a new coal mine. rose 
substantially in 1979. 

Public authorities' real fixed investment showed 
Httle change jn 1979. The fixed capital outlays of the 
South African Railways Administration, which had 
declined sharply in 1977 and 1978, increased ap· 
preciably in 1979. This increase. was neutralised. 
however, by declines in the fi xed capital outlays 
of other business enterprises and general departments 
of public authorities. 

Smaller decline in real inventories 
The book value of inventories, excluding livestock, in· 
creased by about R2 120 million during 1979. com· 
pared with R690 million during 1978. Industrial and 
commercial Inventories contributed about Rl 440 mil· 
lion to the increase during 1979, whereas agricultural 
stocks·in·trade and diamond and mining stocks ac­
counted for the balance. At constant 1970 prices. the 
value of inventofles declined by about R110 million 
during 1979, as against a decrease of R235 mill ion 
during 1978. Smal' increases in real diamond stocks, 
the real inventories of mining and private manufactu· 
ring and agrictultural stocks·ln·trade were more than 
offset by declines in the real industrial inventories of 
public corporations and the wholesale and motor 
trade as well as in the livestock inventory at constant 
prices. In relation to the real gross domestic product 
of the non·agricultural sectors. real non-agricultural 
inventories reached an all· time low of 29,2 per cent in 
the fourth quarter of 1979. This ratio compared with 
31.6 per cent in the fourth quarter of 1978 and 
the most recent peak of 38,1 per cent in the third 
quarter of 1975. 

Substantial further increase in gross 
domestic saving 

Gross domestic saving rose by R3996 million, or 36 
per cent, in 1979, after substantial increases of 18% 
per cent and 26% per cent had been recorded during 
1978 and 1977. respectively . Gross domestic saving 
amounted to 31.2 per cent of the gross domestic 
product in 1979, compared with 26,6 per cent during 
the nineteen-seventies as a whole. Total gross do­
mestic saving amounted to R16 006 million in 1979, 
whereas the financing requirement for the purpose of 
fixed and inventory investment was considerably 
lower at R 11 899 million, meaning that an amount of 
A3107 million was available for the reduction of 
South Africa's het indebtedness to the rest of the 
world, 

All componen ts of gross domestic saving contri­
buted to the increase in 1979. Personal saving, which 
had dectined moderately in 1978, rose sharply in 
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1979 as a result of an increase in disposable personal 
income that was brought about mainly by a lower 
rate of increase in personal income tax payments. 
The largest contributions to the further increase in 
corporate saving were made by mining and the 
financial sector and reflected a proportionally larger 
increase in company income than in direct company 
tax and dividend payments. Mainly as a result of a 
further sharp rise in company tax receipts, the 
current surplus of general government likewise 
increased more in 1979 than in 1978 notwithstanding 
lower rates of increase in direct personal tax, reo 
flecting the concessions granted in the 1979/80 
Budget, as well as in indirect taxes. Provision for 
depreciation increased at a higher rate in 1979 
because of a higher rate of price increases and a more 
rapid rise in investment at current prices. 



Employment and priees 

Higher rate of increase in employment 

Employment generally reflected the higher rate of 
Increase in real economic activity in 1979. The rate 
of increase in non-agricultural employment in the 
first three quarters of 1979 (compared with the 
corresponding period of 19781 amounted to 1,8 per 
cent, as against 0,9 per cent in 1978. (Statistics for 
the fourth quarter of 1979 are not yet available). 
The higher rate of increase in employment was 
particularly evident in the private sector, whereas 
public-sector employment tended to r ise at a some­
what lower rate. Private-sector employment, which 
had increased by 0,4 per cent in 1978, rose by 2,2 per 
cent in the first three quarters of 1979 (cOmpared 
with the corresponding period of 1978). In contrast, 
public-sector employment increased by 2,1 per cent 
in 1978 and by 0,9 per cent in the first three quarters 
of 1979. 

Higher levels of employment were recorded in 
virtually all the private non-agricultural sectors of the 
economy in the firs t three quarters of '979. Appre­
ciably higher rales of increase in employment were 
observed in manufacturing, mining and the financial 
sector. In the public sector, employment by all 
authorities and organisations other than agricultural 
control boards and universities increased at lower 
rates in the f irst three quarters of 1979. 

The higher level of employment was ref lected in a 
moderate decline in unemployment. The seasonally 
adjusted number of registered unemployed Whites, 
Coloureds and Asians declined from 3 1 060 in 
December 1978 to 28070 in December 1979 and 
24550 in January 1980. Likewise, the number of 
unemployed Blacks as a ra t io of the economically 
active Black population decreased from 9,3 per cent 
in November 1978 to 9,0 per cent in November 1979_ 

Lower rate of increase in labour productivity 

In the first three quarters of 1979, for which statist ics 
are avai lable, labour productivity. as measured by the 
real gross domestic product per worker in the non­
agricultural sectors of the economy. increased by 0,8 
per cent, compared with the corresponding period of 
1978. In 1978 productivity increased at a slightly 
higher rate of 1.4 per cent In manufacturing, for 
which more detailed statistics are available, pro­
duction per man hour rose by 2,3 per cent in the first 
eleven months of 1979, compared with the corres­
ponding period of 1978, as against 3.4 per cent in 
1978. The lower rate of increase in productivity in 
manufacturing was accompanied by an increase of 
10,0 per cent in the labour co'sts per unit of manu­
facturing production in the first eleven months of 
1979. Th is rise was markedly higher than the rate of 
increase of 5,9 per cent in 1978. 
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" 
8 

• 
o 

• 
o 

-. 

" 
" 
8 

• 
o 

-. 
- 8 

Percentage change in the non-agricultural 
employment 

Public sector 

Private sector 

salaries and wages per 
I 

_ At currentprices 

_ AI constant prices 

'FigoJles I,/p ~o 30 September 1979 eotnl)8le<i with figu.!IS 

", 
1974 1975 1976 1971 1978 1979' 

Slight decline in real remuneration of labour 

The average remuneration per worker in the non­
agricul tural sectors of the economy increased by 11,8 
per cent in the first three quarters of 1979 (compared 
with the corresponding period of 1978), as against 
10,3 per cent in 1978. The increase in 1979 was 
neutralised. however, by a further sharp rise in 
prices. In reat terms, the average remunerat ion per 
worker actua ll y declined by 0,9 per cen t in the fi rst 
th ree Quarters of 1979. compared with a slight 
increase of 0,2 per cent in 1978. The average rea l 
remuneration of Non-White workers, which had risen 
by 0,9 per cent in 1978, increased by on ly 0,3 
per cen t in the first three quarters of 1979, whereas 
that of White workers declined by 0,7 per cent in 
1978 and further by 1,0 per cen t in the subsequen t 
nine-month period_ 
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Higher rate of inflation 

Altnough there was little evidence of demand infla· 
tion, sharp rises in the prices of domestic goods and 
services as well as in the prices of imported goods 
raised the rate of inflation in 1979 to well above its 
level in 1978. The average monthly consumer pr ice 
index increased by 13,1 per cent in 1979. compared 
with 10.1 per cent in 1978. The higher rate of 
increase in 1979 was largely the result of a rise of 
14,4 per cent in the prices of consumer goods, 
reflecting for example an increase of 15,4 per cent in 
food prices, of 52.3 per cent in the prices of petro· 
leum products. and of 14,5 per cent in the prices of 
footwear. Prices of consumer services rose, on 
average, by 10.8 per cen t 1979, 

On a quarterly basis, the seasonally adjusted 
consumer price index increased successively at annual 
rates of 10,7, 11,6 and 24,4 per cen t in the first three 
quarters of 1979. In the fourth quarter the annual 
rate of increase reverted back to a lower level of 10,6 
per cent. From January 1979 to January 1980 
consumer prices rose by 13,8 per cent. 

Wholesale prices increased, on average, by 15,3 per 
cent in 1979, compared with 9,7 per cent in 1978. 

Percentage change in prices 

prices 
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Sharp increases were recorded in the prices of domes· 
ticallY produced goods (13,4 per cent) as well as 
imported goods (20,1 per cent). In particular, 
substantial increases occurred in the prices of agri­
cultural products, petroleum products and footwear. 
Lower rates of increase than in 1978 were recorded, 
however, in the prices of minerals, beverages and 
tobacco, and in electricity, water and gas tariffs. 

At a seasonally adjusted annual rate, wholesale 
prices rose successive ly by 12.9, 19,3 and 29,2 per 
cent in the first three quarters of 1979, before 
decelerating to 13,4 per cen t in the fourth quarter. 
From January 1979 to January 1980 wholesale 
prices increased by 18,4 per cent. 



Balance of payments 

Record surplus on current account 

A record surplus of R3 107 million was recorded on 
the current account of the balance of payments in 
1979, aher surpluses of R1330 million and R412 
million had been attained in 1978 and 1977, res, 
pectively. As a ratio of the gross domestic product, 
the current account surplus increased from 1,2 per 
cent in ' 977 to 3,3 per cent in 1978 and 6,5 per cent 
in 1979. On a quarterly basis, the seasonally adjusted 
current account surplus decl ined from an annual·rate 
figure of R3 920 million in the first quarter of 1979 
to R2050 million in the second quarter, before 
increasing to R2380 million in the third quarter and 
R4 070 million in the fourth quarter. 

The substantially larger surplus in 1979 than in 
1978 was the result of a marked increase in the value 
of the net gold output as well as a sharp rise in the 
value of merchandise exports and was achieved 
despite a considerable increase in the value of mer· 
chandise imports and in net service and transfer 
payments to the rest of the world . In terms of price 
and volume changes, the larger surplus reflected an 
increase in the volume of exports, a decline in the 
volume of net gold output as well as in the volume of 
imports and a further improvement in the terms of 
trade. The terms of trade improved because of 
a rise in the price of gold and in the prices of major 
export commodities that exceeded a sharp increase in 
crude oil and other import prices. 

The value of net gold output increased from 
A3 864 million in 1978 to A6 003 million in 1979, or 
by 55 per cent, as a result of a higher price of gold. 
The average fi xing price of gold on the London 
market rose by 59 per cent from $193 per fine ounce 
in 1978 to $307 per fine ounce in 1979. Because of 
the scope provided for the mining of lower grade are 
by the higher price of gold, the volume of the net 
gold output dectined by 2.7 per cent in 1979. The 
price of gold maintained a sharply rising trend in the 
course of 1979, increasing from an average fixing 
price per fine ounce of $208 in De.cember 1978 
to $460 in December 1979. As a result, the value of 
the net gold output, at a seasonally adjusted annual 
rale, increased from R5100 million in the first 
quarter of 1979 to A7850 million in the fourth 
quarter. In January 1980 the average price of gold per 
fine ounce rose to $675, before declining to $666 in 
February. 

The value of merchandise exports increased by 19 
per cent from A7449 million in '978 to A8856 
million in 1979, with a particularly sharp rise oc, 
cumng in the second half of the year. After the value 
of merchandise exports, at a seasonally adjusted 
annual rate, had declined from AS 230 million in the 
first quarter to R7 840 million in the second quarter, 
it rose to A 10 020 million in the fourth quarter and 
A 11 150 million in January 1980. The increase in 

the value of exports in 1979 was largely accoun ted 
for by price rises. Sharp increases were recorded in 
the prices of most mining products and some major 
agricultural products, in particular in the pr ices of 
uranium, platinum, copper, diamonds, nickel, fer· 
ro·chrome, wool and maize. The volume of exports 
rose by 4 per cent in 1979, reflecting increases in 
most of the major mining and agricultural export 
products other than diamonds and maize. 

The value of merchandise imports increased 
sharply from R8019 million in 1978 to R9669 
million in 1979, a rise of about 21 per cent. At a 
seasonally adjusted annual rate, the value of mer­
chandise imports increased steadily from A77 10 
million in the first quarter of 1979 to Rl1 260 
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million in the fourth quarter, After a peak of 
R13700 million had been reached in August 1979, 
the seasonally adjusted value of merchandise imports 
fluctuated downwards to an annual-rate figure of 
Rl0300 mitlion in January 1980. Increases occurred 
over a wide range of imported goods during 1979. but 
particularly large rises were recorded in the categories 
mineral products (including petroleum products). 
artificial resins and plastic materials. leather products. 
textiles, base metal products. and optical and other 
specialised instruments. In contrast, imports of 
machinery and electrical equipment increased only 
slightly and imports of t ransport equipment remained 
approximately at the level of the preceding year. 

The volume of imports declined slightly in 1979, 
mainly because of lower imports of mineral products 
(including petroleum products). This decline brought 
the ratio of real imports to the real gross domestic 

" 

prOduct to a low level of 13,5 per cent, compared 
with an average of 18.2 per cent in the post-war 
period. Import prices. however, rose sharply as a 
result of increased oil prices and higher rates of 
inflation in trading-partner countries. 

Net service and transfer payments to foreigners 
increased from A1964 million in 1978 to R2083 
million in 1979 because the rise in service payments 
exceeded the increase in service receipts. The rise in 
service payments was accounted for by higher freight 
and insurance payments related to an increase in 
freight rates and in imports, larger tourist expenditure 
abroad. higher dividend payments resulting from the 
increased profitability of South African enterprises, 
particularly gold and other mining companies, and an 
increase in interest payments because of the higher 
level of interest rates abroad, notwithstanding a 
reduction of the amount of loans outstanding. 

Substantial net outflow of capital 

As in the preceding two years, the balance of pay­
ments recorded a substantial net outflow of capital in 
1979_ This net outflow, including errors and omis· 
sions on the current as well as the capital account, 
amounted to R3082 million. compared with Rl 293 
million in 1978. The larger part of the net outflow in 
1979, namely R2215 million, consisted of a net 
outflow of short-term capital from the private sector , 
including errors and omissions. In the course of 
1979. however, this net outflow declined sharply. 
namely from R790 million in the first quarter to 
A400 million in the fourth quarter. An important 

Net capital movements 
R ml!lions 

Long-term capital 
CenHal government and 
banking sector 
Pubhc corpOiBllons and 
local authorl1!es 
Prtvate sector 

Total 

Short-term capital 
liabilities related to re-
sef\'es 
Other caprtal 0' Ihe cen 
Iral government and banking 
seCIQr 
Publrc corporations and 
loca! authof!\les 
Pnvate sector. Including 
unrecorded transactions' ) 

Total 

Total net capita l move-
ments 

1917 

-58 

98 
256 
296 

-221 

29 

103 

-964 

1053 

-757 

1978 1979 
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factor contributing to this form of capi tal outflow 
was the switching from foreign to domestic financing 
of foreign trade that was induced by the high degree 
of domestic liquidity and the considerable interest 
rate differential between .South Africa and foreign 
countries. 

The net ou tflow of long-term capital amounted to 
A755 million in 1979, compared with a net inflow of 
A5 mitlion in 1978. The substantial net outflow in 
1979 occurred notwithstanding a considerably 
smaller net outflow from the central government and 
banking sector and was attributable mainly to large 
repayments on foreign loans by the private sector and 
public corporations. These repayments were en· 
couraged by the availability of funds in the domestic 
capital market and the high interest rates on foreign 
loans. 

A net inflow of short-term capital to public cor· 
porations, consisting mainly of the short·term finan· 
cing of imports of capital equipment. occurred in 
1979. In addition, there was a small net inflow of 
short·term capital to the central government and 
banking sector, excluding changes in liabilities related 
to reserves. 

Sharp fl uctuations in the net outflow of capital 
occurred in the course of 1979. A substantial net 
outflow of A922 million in the first quarter was 
followed by a smaller amount of A563 million in the 
second quarter. Subsequently, the figure increased 
slightly to A580 million in the third quarter and 
Al 017 million in the fourth quarter. The net 
outflow in the fourth Quarter reflected not only a net 
outflow of short·term capital from the private sector, 
but also considerable repayments on long· term loans 
by this sector. 

Increase in gold and and other foreign reserves 

The net gold and other foreign reserves increased by 
R466 million during 1979, bringing the total increase 
during the past two years to A940 million. If a 
decline of R441 million in liabilities related to 
reserves is taken into account, the gross gold and 
other foreign reserves increased by R25 million 
during 1979 on account of balance of payments 
transactions. After taking into account valuation 
adjustments. especially the revaluation of the gold 
reserves, and the allocation of Special Drawing Rights 
to South Africa, the gross reserves increased by 
R2052 rill1lion during 1979 to a level of R4 282 
million at the end of the year. The foreign exchange 
component of the reserves, including Special Drawing 
Rights. rose by R51 million during 1979 to a level of 
R602 million at the end of the year. During the first 
two months of 1980 the gold and other foreign 
reserves of the Aeserve Bank increased further by 
A1796 million 10 A5831 mi llion at the end of 
February. The foreign exchange holdings of the Bank 
rose by R427 million during these two months and 
amounted to A782 million at the end of February. 

Appreciation of the rand 

Following the introduction of the new exchange rate 
system of managed floating in January 1979, the rand 
appreciated against the currencies of most trading· 
partner count ries. During 1979 the exchange rate 
between the rand and the US dollar f luctuated 
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upwards from $1.1500 to $1,2095 per rand. repre· 
senting a rand appreciation of 6.2 per cent. During 
this period the rand not only appreciated by 29,7 per 
cent against the Japanese yen , but also moderately 
against the Swiss franc. the French franc and the 
Dutch guilder. The strong position of sterling on 
foreign exchange markets. however, caused the rand 
to depreciate by 3,7 per cent against this currency. 
In addition, the rand depreciated slightly by 0,5 per 
cent against the German mark . The weighted average 
value of the rand in terms of all major currencies 
appreciated by 2,5 per cent in 1979, The exchange 
rate between the financial rand and the US dollar 
changed markedly during 1979. At the end of 1978 
the discount in relation to the exchange rate between 
the commercial rand and the US dollar amounted to 
43.9 per cent. but this discount narrowed to 26,5 per 
cent at the end of 1979. 

The strong rise in the price of gold and an accom­
panying increase in foreign exchange holdings caused 
the rand to appreciate by 2,4 per cent against the US 
dollar during January and February 1980, The 
weighted average value of the rand increased by the 
same percentage during this period. The discount on 
financial rand declined further during the first tWO 

months 01 1980 and amounted to 14.9 per cent at 
the end of February. 
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Monetary and banking situation 

Accelerated rate of increase in monetary aggregates 

The money and near-money supply, which had 
increased by 12 per cent during 1978, rose at a 
slightly higher rate of 13 per cent during 1979. In 
the case of the narrowly defined money supply, 
however, a growth rate of 10 per cent during 1978 
was followed by a very large increase of 21 per cent 
during 1979. The acceleration In these growth rates 
occurred despite the rapid rise in the outstanding 
amount of banks' short·dated repurchase agreements 
with non-bank private investors from July 1979 
onward. These agreements, which are mostly close 
substitutes for money and near-money deposits with 
monetary banking institutions, cause the measured 
quantity of money and near·money to be smaller 
than it would have been otherwise. Data recently 
obtained from the banks show that the extent of the 
underestimate of the money and near-money supply 
on account of repurchase agreements outstanding to 
have been approximately R856 million at the end of 
January 1980. 

On a quarterly basis, the seasonally adjusted 
money and near-money supply decreased slightly 
during the first half of 1979, but rose very sharply at 
annual rates of approximately 30 per cent during 
both the third and fourth quarters of the year. 
The narrowly defined money supply, seasonally 
adjusted, increased at an annual rate of 30 per cent 
during the first quarter of 1979, declined slightly 
during the second quarter, and rose at an annual rate 
of 10 per cent during the third quarter. A record 
increase, namely at an annual rate of 52 per cent, was 
recorded during the fou rth quarter. During January 
1980 the seasonally adjusted money and near·money 
supply showed only a moderate further increase of 
R94 million. 

Causes of changes in money and near·money 

The higher rate of increase in the supply of money 
and near-money during 1979 than during 1978 was 
caused by an accelerated rate of increase in the 
monetary banking sector's claims on the private 
sector, a rise in the former sector's net claims on the 
government sector as against a decline in 1978, and a 
significantly lower rate of increase in long-term 
deposits of the private sector with monetary banking 
institutions. The net gold and other foreign reserves 
of the monetary banking sector, on the other hand, 
rose by a smaller amount during 1979 than during the 
preceding year , 

The net gold and other foreign reserves of the 
monetary banking sector, which had incre~d by 
R489 million during 1978, rose further by R426 
million during 1979: Quarterly changes in seasonally 
adjusted data showed marked fluctuations in reserves 
in the course of the year. Substantial increases 
during the first and third quarters were followed by 
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Causes of changes in money and near-money 
R nuilions 

Yee, 
1978 

N!lI gOld and other foreign reserve, 489 
CI[l!nlS on governmenl seclor 

Gross cl;ums _7 

Govcr"mcnt d"POs,ts (rncre<lse-. docrease ,,) -2116 

Net cla rms - 253 
Clmms on prrva te !)eC1or \ 367 
Long-term deposrlsllncrease-. decrease + 1 -825 
Net other <155015 487 

Total causas of changes '265 

declines during the second and fourth Quarters. 
The monetary banking sector's claims on the 

private sector mcreased by 16 per cent during 1979, 
compared with 14 per cent during 1978. Major 
increases occurred during the second and fourth 
Quarters of 1979, when seasonally adjusted annual 
rates of increase of 20 per cent and 23 per cent. 
respectively, were recorded. Net claims of the 
monetarY banking sector on the government sector, 
which had declined during 1978, rose appreciably 
during 1979. During the first half of 1979 these 
net claims. seasonally adjusted, con tinued to decline, 
but a sharp rise was recorded during the second half. 
The increase during the fourth quarter alone 
amounted to R431 million and reflected a rise in 
gross claims that was almost entirely due to increased 
holdings of Treasury bills by monetary banking 
institutions (including the Reserve Bank and National 
Finance Corporation). The rise in gross claims was 
not accompanied by a corresponding increase in 
government deposits with the monetary banking 
sector. The rise in these holdings, resulting partly 
from an increase in the amount of bills offered at the 
week ly tender, amounted to R541 million during 
the fourth quarter. 

Total domestic credit extended by the monetary 
banking sector, i.e. the total of claims on the private 
sector and net claims on the government sector, 
increased by 14 per cent during 1979, as against 8 per 
cent during 1978. Seasonally adjusted Quarterly data 
show that a decline at an annual rate of 4 per cent 
during the first quarter of 1979 was followed by 
successive annual ra tes of increase of 14, 16 and 32 
per cent during the last three Quarters of the year. 
The sharp rise during the fourth quarter accounted 
for the substantial increase in the money and near· 
money supply during this period. 

Long-term deposits of the private sector with 
monetary banking institutions, which had risen 
substantially during 1978, continued to increase 
sharply during the first half of 1979. During the 
second half of the year, however, the increase in these 
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deposits. seasonally adjusted, amounted to only RB6 
million, compared with R5B6 million during the first 
half. This substantially lower rate of increase sig­
nalled a distinct change in investors' attitudes and 
expectations. 

During January 1980 a sharp rise of R39~ million 
in the net gold and other foreign reserves of the 
monetary banking sector was largely offset by a 
substantial decline in net claims on the government 
sector and a renewed increase in long-term deposits o f 
the private sector with monetary banking institutions. 
Claims on the private sector showed a minor decrease. 

Substantial increase in bank credit to 
the private sector 

All components of the monetary banking sector's 
credit to the private sector contributed to the sub­
stantial increase of R1 684 million during 1979. Cash 
credit advances by the Land Bank rose by R128 
mi llion, investments in private-sector securities 
increased by R160 million, and the discounts, loans 
and advances of commercial. merchant and monetary 
general banks expanded by R1 144 million. A 
substantial portion of the latter figure, namely R692 
million, consisted of an increase in hire-purchase 
cred it and (easing finance. Bi lls discounted rose 
sharply by R203 million and all other loans and 
advances increased by R249 million, of which R169 
million represented an increase during the fourth 
quarter. 

The unused facilities under the banks' ceilings on 
discounts. loans and advances increased sharply in 
March and August when the authorised ceilings were 
raised by amounts equal to 5 per cent and 4 per cent, 
respectively. of the base figures as at 31 December 
1975. During 1979 as a whole, however, the unused 
facilities declined by R83 million. The decline 
amounted to as much as R509 million during the 
fourth Quarter and to R253 million during December 
alone. During January 1980 the unused facilities 
under the ceilings increased slightly by R9 million. 
Authorised investment ceilings were also raised in 



1979, causing the unused facilities under these 
ceilings to show a net rise of R44 million during the 
year. This was followed, however, by a decline of 
R12 million during January 1980. 

The monetary banking sector's claims on the 
private sector was understated by R722 million on 31 
January 1980 on account of sales of such claims to 
investors in the private non·banking sector under 
repurchase agreements. 

Increase in bank liqudity 

The liquidity of all groups of banking institutions 
increased appreciably during 1979. The required 
liquid asset holdings of these institutions rose by 
R506 million during the year, whereas actual holdings 
of liquid assets increased by as much as A887 million. 
This sharp rise in actual liquid asset holdings was 
caused mainly by an increase of R438 million in 
the foreign sector's contribution to the banking 
institutions' liquidity base. The government sector's 
contribution to the increase in the liquidity base 
amounted to R37 million, compriSing a decline of 
R257 million during the first half of the year and an 
increase of R294 million during the second half. 

The excess liquidity ratio for all groups of banks 
rose from 3, 1 per cent at the end of 1978 to 4,7 per 
cent at the end of 1979. Monetary banking institu­
tions' excess liquidi ty increased considerably during 
the year, largely as a result of a sharp rise in the 
excess liquidity of commercial banks. The excess 
liquidity of other banking institutions, excluding two 
banks which are in the process of winding up thei r 
operations, increased more moderately during 1979, 
because a marked increase during the first three 
quarters of the year was to a large extent offset by a 
decrease during the last quarter. 

As part of monetary policy changes during 1979, 
the liquid asset requirements for banking institutions 
were relaxed slightly in March. The supplementary 
requirements relating to increases in "large" banks' 
short·term and medium-term liabi lities to the public 
Since September 1975, were reduced from 20 and 8 
per cent to 10 and 4 per cent, respectively. The 
requirement against increases in "other" banks' 
short·term liabilities was abolished entirely. 

During January 1980 the excess liquidity of 
commercial banks dropped sharply from 6,3 per cent 
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to 2,6 per cent. The excess liquidity of all other 
banks, on the other hand, improved slightly during 
the month. 

1978 1979 1980 -- --
O~ , Mar. June Sept. Dec. Jan . 

3,8 3,9 3,9 6,2 6,3 2,6 
2,0 3,3 2,0 1,8 1,8 1,9 
3,2 3 ,8 3,2 4,8 4,8 2,4 
0,2 3,9 2,9 4,6 1,2 1,3 
3, 1 3,7 3,2 4,8 4, 7 2,4 
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Money market conditions and interest rates 

Money market conditions generally continUed to ease 
during 1979 and the early part of 1980. Temporary 
periods of tightness were experienced, however, over 
most month·ends, especially in February and August 
1979 and February 1980. Short-term changes 
in market conditions were caused mainly by flows of 
funds to and from the government sector and by 
changes in the net gold and other foreign reserves of 
the Reserve 8ank, and to a lesser extent by changes in 
the amount of banknotes in ci rCUlation. 

Call loans to the discount houses were at a rela· 
tively low level during January 1979, but increased 
subsequently 10 levels well in excess of R700 million 
during most of the period February to April . During 
the remainder of 1979 and during January. February 
and early March 1980 these loans remained at levels 
ranging from RSOO million to about Al 200 million, 
amounting to Rl 196 million on 27 February. Free 
balances of monetary banking institutions with the 
National Finance Corporation and accommodation 
provided by the Reserve Bank to discount houses 
reflected the fluctuations in money market condi· 
tions and the customary tightening over month-ends 
during 1979 and the first two months of 1980. The 
free balances were either depleted or at very low 
levels over most months-ends, whereas varying 
amounts of accommodation were provided to the 
discount houses during the periods of tightness over 
month-ends. 

Money market interest rates continued their 
downward trend during the fi rst eleven months of 
1979, but increased slightly during the last three 
weeks of December. They then declined during most 
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of January 1980. rose during February. but decreased 
again in early March to approximately their end·of­
December levels. The rate on three-months bankers' 
acceptances. for example. declined from 7.90 per 
cent on 5 January 1979 to 4.10 per cent on 7 De· 
cember, before increasing to 4.60 per cent on 28 
December. Th is rate amounted to 4,80 per cent on 
29 February and 4.70 per cent on 7 March. The rate 
on three· months negotiable certificates of deposit and 
the basic catt money rate of the discount houses 
showed roughly simi lar changes. The Treasury bitt 
tender rate declined from 7.39 per cent on 5 January 
1979 to 3.81 per cent on 23 November before 
r ising to 4,20 per cent on 28 December. After a 
temporary decline during January. it rose to 4.27 per 
cent on 29 February, but declined again to 4,20 per 
cent on 7 March. 

Open-market operations 01 the Reserve Bank 
during 1979 were aimed at providing investment 
outlets to a highly liquid money market in order to 
ensure an orderly downward adjustment of interest 
rates and, towards the end of the year, the stabiti ­
sation of interest rate levels. Net sales of securities 
amounted to A959 million. of which R690 million 
represented net sales during the period August to 
October. During October and the early part of 
November special tap Treasury bills to an amount of 
R300 million were sold. The maturity of these bills 
was planned to coincide with the period of seasonal 
tightness at the end of February 1980. During 
January and February 19S0 open-market sales of 
securities of A97 million were undertaken and further 
special tap Treasury bills to an amount of A50 
million were issued during January. In February 
Treasury bi lls amounting to R25 mill ion were ob· 
tained from the National Finance Corporation and 
subsequently these were sold in the market. 

Bank rate was reduced by % per cent on 6 Febru· 
ary, on 17 March and on 13 August 1979, lowering 
the rate from 8,5 to 7 per cent. In response to these 
changes, the p,ime overdraft rate of commercial 
banks was reduced in stages from 11 .5 to 9,5 per 
cent. Deposit rales were also reduced during 1979 
and the rate on 31-day notice deposits with commer· 
cial banks, for example, declined from 7 per cent to a 
level ranging from 4 to 4.5 per cent. 



Government finance 

High rate of increase in Exchequer receipts 

Rece ipts on the Exchequer Account (excluding 
borrowing) rose by 22 per cent to R9 728 million in 
1979, compared with an increase of 16 per cent in 
1978. The high rate of increase in 1979, the largest 
since 1974, was the result of a substantial increase in 
income tax and mining lease payments by gold 
mining companies, a more rapid rise in other income 
tax receipts, and the fact that the general sales tax 
was collected for a full year, compared with a period 
of six months in 1978. 

Income tax and mining lease payments by gold 
mining companies amounted to R1 143 million in 
1979, or 57 per cent more than in 1978, and re­
flected the increase in profits that was brought about 
by the sharp rise in the price of gold. Gold mining 
companies contributed 11,9 per cent of total revenue 
collections in 1979, as against 9, 1 per cent in 1978. 
The contribution in 1979, however, was still well 
below the corresponding figure of 15,3 per cent in 
1974. Income tax receipts from taxpayers other than 
gold mining companies increased by 12 per cent in 
1979. as against 3 per cent in 1978. notwithstanding 
the fact that the tax concessions granted to individual 
taxpayers in the 1979/80 Budget came into effect 
during the second half of the year. The com­
paratively high rate of increase in 1979 reflected the 
growth in the income tax base, including higher 
company profits and an increase in personal incomes, 
and the progression in personal income tax rates. 

General sales tax collections amounted to R1 213 
million in 1979, the first full calendar year during 
which this tax was collected. Collections in 1979 
exceeded those in 1978 by R829 million and more 
than compensated for the loss of revenue that re­
sulted from the abolition of the sales duty at the time 
of the imposition of the general sales tax in July 
1978. 

Stat e Revenue Fund 1 - Major com ponents of revenue 
R millions 

Custom s dulles 
Surcharge on Imporl S . 
Excise dul les 
General sa les l ax 
Income l ax and lease payments by gold m ines . 
Other Incom e lax payments .. 

Revenue collections - State Revenue Fund 

A miliorlt 
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Fiscel year April to 
Calendar year ended M arch Dec. 

1978 19 79 ' 979 1980 l 1919' 

362 420 37 1 446 439 
368 272 359 236 242 
951 975 983 1 023 932 
384 1 213 672 1 175 1258 
727 1 143 862 855 1 118 

3733 4 179 3799 3795 4335 

1 Includln9 amounts paVable to neighbouring countries In lerms of CUS10ms UnIon agreements 
2 Budget eSllmates 
3 Seasonally adlusted figures e~pressed al an annual rate 

21 



In contrast with the higher rates of Increase In 
income tax and general sales tax collections, revenue 
in the form of customs and excise duties declined 
slightly in 1979. This result reflected the reduction 
of the surcharge on imports from 12~ per cent to 
7~ per cent in March 1979. 

Exchequer receipts during the first nine months of 
the 1979/80 fiscal year were 21 per cent higher than 
during the corresponding period of the preceding 
fiscal year . The increase in receipts during the fiscal 
year as a whole, therefore, wil l almost certainlY be 
considerably higher than the 4 per cent anticipated in 
the Budget. During the first nine months of the 
cu rrent f iscal year receipts from gold mining com· 
panies were only R20 million short of the Budget 
estimate for the fiscal year as a whole and further 
receipts are due at the end of February 1980. Other 
income tax receipts during the first nine months of 
the fiscal year represented 77 per cent of the Budget 
estimate for the fiscal year as a whole, whereas only 
67 per cent of actual receipts in the 1978179 fiscal 
year was collected during the first nine months. 

Continuation of higher rate of increase 
in Exchequer issues 

The high rate of increase in Exchequer issues in 1978 
was maintained in 1979. Issues rose by 17,5 per cent 
to R11 897 million in 1979, after an increase of 17,0 
per cent had been recorded in 1978. During the first 
nine months of the 1979/80 fiscal year Exchequer 
issues to government departments were 20 per cent 
higher than during the corresponding period of the 
preced ing fiscal year. Th is increase was considerably 
higher than the Budget estimate- of 12 per cent for 
the fiscal year as a whole, largely because of the 
earlier requisit ioning of appropriated funds by 
government departments than in the preceding fiscal 
year. Issues to departments during the first nine 
months of the fiscal year amounted to 76 per cent of 
the total amount appropriated originally by Par­
liament for the full fiscal year, compared with 73 per 
cent during the corresponding period of the preceding 
fiscal year. An Additional Budget which provided for 

Exchequer Account financing 
R millions 

Deficit 

Flnancmg 
DomestiC sources 

Public Deb! Commlsslonersl 
Pflvate non·banklng sector 
Monetary banking sector 

Foreign sources 

Total 

1 Includ1l1g Ihe Dep811menl of Posls and TtllecommUlllcatlons 

expenditure 01 A352 million was presented to Par­
liament early in March. The Minister intimated that a 
large portion of the additional appropriations would 
be financed from savings by government departments 
and that net additional expenditure would amount to 
about 2 per cent of the original Budget estimates. 
Even if these additional appropriations are taken into 
account. issues during the first quarter of 1980 are 
likely to be only marginally above the level in the 
corresponding quarter of 1979, thus reducing the rate 
of increase in Exchequer issues for the fiscal year as a 
whole. 

Small increase in Exchequer Account deficit 

The deficit on the Exchequer Account. excluding 
borrowing and debt repayment, amounted to A2 169 
million in 1979, or only R24 million more than in 
1978. In the financing of this deficit the Treasury 
made only one public issue of government stock, 
but substantial amounts of stock and special Treasury 
bills were made available to the Reserve Bank for the 
purpose of conducting open-market operations. 

The pattern of Exchequer financing in 1979 
differed from that in 1978. The Treasury borrowed 
smaller amounts from the Public Debt Commissioners 
and the private non·banking sector, but increased its 
net indebtedness to the monetary banking sector, 
whereas in 1978 its net indebtedness had been 
reduced. As during the preceding two years, how­
ever, net repayments on foreign debt were made in 
1979. Of the amount borrowed from the private 
non-banking sector in 1979, R193 million (or 22 
per cent of the total) consisted of an increase in this 
sector's holdings of marketable government securities 
and R688 million of loan levies and investments in 
non-marketable securities. In 1978 a substantially 
larger amount of the borrowing from the private 
non-banking sector, namely R790 million (or 55 per 
cent of the total), represented an increase in holdings 
of marketable securities. 

When the financing of the Exchequer Account 
deficit in the first nine months of the 1979180 fiscal 
year is compared with that in the corresponding 

Calendar year April to Decem ber 

1978 1979 1978 1979 

2145 2169 1 771 , 851 

993 888 823 420 
1425 881 1 23 4 627 
-54 553 -185 71 2 

-2 19 - 153 -101 92 
2145 2169 1 771 1 851 
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period of the 1978179 fiscal year, the differences are 
more pronounced. As is shown in the accompanying 
table, recourse to the monetary banking sector 
constituted an impor tant part of the financing 
programme in 1979/80, whereas the Treasury's net 
indebtedness to the monetary banking sector was 
reduced in 1978179 , tn addition, the Treasury was a 
net borrower from the foreign sector in 1979/80, 

whereas net repayments on foreign debt were made in 
1978/79, 
Railway Budget 

The Sou th African Railways Administration's Budget 
for 1980/81 was presented to Par liament by the 
Minister of Transport Affairs on 5 March 1980. It is 
expected that the current financial year, ending on 31 
March 1980, will close with a deficit of R136,9 
million, or R64,4 million less than the original Budget 
estimate. This favourable result will be achieved as a 
result of increased assistance, totalling R105 million, 
by the central government in the form of interest 
exemptions and subsidies aimed at reducing losses on 
passenger transport services. Operating expenditure 
during the 1980/81 financial year is estimated at 
R4385 mi l lion, an increase of 15,9 per cen t com· 
pared with the revised estimates for the 1979/80 
financial year. The rise in operating expenditure will 
result mainly from increased labour costs, reflecting 
the general salary and wage increases from 1 April 
1980, and higher costs of fuel and consumable stores. 
At the existing tariffs revenue for the 1980/81 
financial year is estimated at R4 028 million, or 10,4 
per cent more than in the preceding year. In order to 
finance the resultant operating shortfall of R357 
million, the Minister proposed increases in a wide 
range of road, rail and air transport tariffs and har­
bour dues as from 1 April 1980. These increases are 
expected to yield R36t mi ll ion during 1980/81 and 
the year is expected to close with a surplus of about 
A4 million. 

Gross investment by the South African Aailways 
Administration during 1980/81 is estimated at 
Rt 169 million, or almost 29 per cent more than the 
revised estimate for the 1979/80 financial year. The 
greater part of the capital expenditure will be fi­
nanced from loans to be obtained from the Treasury, 
but a significant portion will be financed from the 
Administration's own resources. ForeIgn borrowing 
is estimated at R 150 million. 

Post Office Budget 
In presenting the 1980/81 Post Office Budget to 
Parliament on 18 March, the Minister of Posts and 
Telecommunications stated that current revenue 
during the year ending March 1980 is expected to be 
about 3 per cent higher than originally estimated, 
despite the postponement of the announced tariff 
increases for a period of five months. Expenditure 
during 1979/80 is expected to be about 1 per cent 
less than the or iginal estimates. It is estimated that 
operating revenue during the 1980/81 financial year 
will increase by 19,4 per cent to A1 090 million and 
expenditure by 19,7 per cent to A961 million. An 
important part of the increase in expenditure consists 
of salary increases which will come into effect on 1 
Apri l 1980. Capital expenditure is estimated to 
increase by 19,3 per cent to R425 mill ion 10 1980/81 
and it is expected that 56 per cent of this amount will 
be financed from the operating surplus and the 
provision for depreciation. 
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Capital market 

Smaller demand for funds in the 
fixed· interest security market 

The market for fixed-interest securities continued to 
ease during 1979. Not only was the demand for 
loanable funds in this market substantially smaller 
than in 1978. but a further sharp rise in gross domes· 
tic saving provided the base for an increased supply of 
loanable funds, Market conditions and yields were 
also influenced. however. by greater investors' in· 
terest in the share. real estate and mortgage markets 
as investment outlets, as well as by seasonal changes 
in the flows of funds in the financial markets and 
uncertainties regarding prospective yield movements. 
In these circumstances. long· term fixed·interest 
security yields generally continued their downward 
movement during 1979. but they tended to firm 
temporarily from May to July and again from No­
vember to December. 

The secondary:market yield on long· term govern· 
ment stock declined from 9.72 per cent in December 
1978 to 9,15 per cent in October 1979. before rising 
to 9.32 per cent in December. Corresponding changes 
in the long·term yield on the highest grade semi· 
gilt-edged stock were from 9.95 per cent in December 
1978 to 9.52 and 9.53 per cent in October and 
December 1979. respectively. The yield on company 
loan securities declined from 11.16 to 10.77 per cent 

Secondary marketHCUrity yieHt. 
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during the first nine months of 1979. before in· 
creasing to 11 ,17 per cent in November. In January 
and February 1980 fixed·interest security yields 
reverted again to lower levels. The long-term yield on 
gilt·edged and semi·gilt-edged stock and on company 
loan securities amounted to 9,26. 9.48 and 10.67 per 
cent. respectively, in February. 

Funds raised by the public sector in the fixed­
interest security market by means of net new issu~ 
of stock, excluding the increase in the relevant 
borrowers' holdings of their own stock. amounted to 
A656 million, or Al 400 million less than in 1976. 
This decline was caused main ly by a net redemption 
of stock. amounting to A336 million. by the central 
government. as against net new issues of A916 million 
in 1978. In addition. public corporations and local 
authorities borrowed a somewhat smaller amount 
than in the preceding year. Net new issues of loan 
securities by private·sector companies listed on the 
stock exchange decreased from R222 million in 1978 
to R19Cl million in 1979. 

The value of gilt-edged and semi-gill-edged stock 
traded on the stock exchange increased strongly from 
A639 million in 1978 to R2916 million in 1979. 
The declining trend in the stock exchange turnover of 
these securities towards the end of the year was 
reversed in January and February 1980. A new 
record turnover of A544 million was recorded in 
February. 
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Boom period in the share market 

Stock exchange turnover as well as share prices 
increased substantially during 1979. The number of 
shares traded on the stock exchange was 48 per cent 
higher than in 1978 and share prices were, on average, 
72 per cent higher in December 1979 than in Decem­
ber 1978. The increase in turnover and share prices 
accelerated considerably towards the end of 1979 as a 
result of the strong rise in the price of gold as well as 
in the prices of other metals and commodities gene­
rally, a more optimistic assessment of South African 
economic prospects, and the interest of institutional 
investors in investing in the share market. 

The prices of mining shares showed the largest 
increase during 1979. This increase amounted to 91 
per cent and compared with rises of 62 and 54 per 
cent in the prices of financial and of industrial and 
commercial shares, respectively. The marked rise in 
share prices during 1979 occurred despite the depres­
sing effect of net sales of South African listed shares 
by foreigners, amounting to A119 million, mainly 
for the purpose of creating financial rand , and of new 
share issues of R294 million by companies listed on 
the stock exchange. Share prices continued to rise 
during January and February 1980 and the price 
index, covering arl classes of shares, rose by 11 per 
cent during th is period. 

The average dividend yield on all classes of shares 
declined from 6,76 per cent in December 1978 to 
5,05 per cent in December 1979 and 4,75 per cent in 
February 1980. Yield changes caused the inverse 
yield gap between shares and long-term government 
stock to widen from 2,96 per cent in December 1978 
to 4,27 per cent in December 1979 and to 4,5 1 per 
cent in February 1980. 

Notwithstanding the boom period in the share 
market, unit trusts experienced a net outflow of 
funds of R16 million in the form of net repurchases 
of units during 1979. The sharp increase in share 

Percentage change in share prices 

1917 1978 1979 198 0 
Jan . 

& Feb. 

Mining shares 
Gold 16.8 18.8 107.2 7,9 
COill 13.2 32.2 54.0 8,3 
Other metals and 
minerals 31,4 33.6 41.7 15,0 

finanCial shares 
Milling 15,7 24.3 102.3 9.7 
Indusillal and 
general 16,5 22.6 47.7 20.3 
Real estate - 11,5 -2.2 71,1 23.4 
Banking and 
msurance 22,6 13.2 46,5 12.7 

Industrial shares 8,7 14.0 56,1 11,8 
CommerCIai shar8s -3,2 30.0 39,3 16.0 

All shares , 3,7 19,5 71,7 10,6 

prices, hOwever, raised the market value of their net 
assets by 50 per cent, namely from R390 million at 
the end of 1978 to A585 million at the end of 1979. 
Reflecting this increase, the average selling price of 
units rose by 55 per cent during 1979. 
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Cont inued large flow of longer-term funds to deposit­
receiving and related savings instit utions 

The large flow of longer-term funds to banking 
institutions, building societies, participation mortgage 
bond schemes and government saving schemes during 
1978 continued at an even higher level during 1979. 
The total flow of longer-term funds to these institu­
tions amounted to A3 144 million in 1979, compared 
with R2 590 million in 1978. The rate of inflow of 
longer-term funds, however, declined significantly in 
the course of 1979 because of a shift to short-term 
deposits and to other investment outlets such as 
equities and real estate. 

In contrast with 1978, building societies were able 
to attract substantially larger amounts of longer-term 
funds than banking institutions during 1979. The 

Flow of longer-term funds to financial institutions 
ISeasonallyadjust ed) 
R mi llions 

Banking Institutions 
Building SOCietieS 
ParticipatiOn mortgage bond schemes 
Govornment savings faCilities 

Inflow of such funds to the societies increased by 70 
per cent in 1979, whereas the inflow to banking 
institutions was slightly lower than in 1978. The 
flow of funds to government saving schemes rose 
marginally above the high level of 1978, whereas the 
outflow of funds from participation mortgage bond 
schemes continued because of the lack of demand for 
the type of mortgage financing provided by the 
schemes. 

The unusually large inflow of longer-term funds to 
the various institutions resulted in a reduction in 
deposit and related interest rates on various occasions 
in the cou rse of 1979. These rates were generally 
reduced by 'h per cent at a time in February, April 
and August. 

1978 1979 

Year lstqtr. 2nd qtr. 3rd qtr. 4thqtr. Year 

1 285 396 326 193 224 1 139 
943 447 410 332 415 1604 
-2\ -2 -6 -10 4 -14 
383 9S 107 98 112 415 

Total 2590 939 837 6 . 3 755 3 144 
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Sharp rise in real estate and mortgage 
market activity 

'-
Activity in the real estate and mortgage markets 
increased sharply during 1979. The value of real 
estate transactions was 34 per cent higher in 1979 
than in 1978. Further evidence of the increase in real 
estate market activity in 1979 was provided by the 
rise of 38 per cent in the value of building plans 
passed. Gross mortgage loans granted by building 
societies were 74 per cent higher in 1979 than in the 
preceding year, and mortgage loans outstanding rose 
by R980 million. or 15 per cen t, during 1979 to a 
level of R7 552 million at the end of the year. Com­
mitments in respect of mortgage loans granted but 
not yet paid out more than doubled from A410 
million at the end of 1978 to R880 million at the end 
of 1979. 

Notwithstanding the increase in mortgage financing 
by building societies, the demand for mortgage loans 
was insufficien t to absorb the funds available for this 
purpose. Consequently, the building societies made 
an addition of R613 million to their prescribed 
investments during 1979. Their excess holdings of 
prescribed investments above the statutory minimum 
increased from 6,0 to 9,7 per cent of liabilities to 
the public during 1979. 

Building societies lowered their rates on home 
mortgages by % per cent to a range of 9,5 - 11.5 per 
cent during April 1979. In July their rates on other 



mortgages ......ere also reduced by % per cent to a 
range of 11,0 - 12,0 per cent. On 20 February 1980 a 
further reduction of % per cent in the mortgage 
rate on housing loans was announced, lowering the 
range of rates to 9,0 - 11,0 per cent. The rate on 
mortgage loans granted by participation mortgage 
bond schemes was lowered in stages from 10,8 to 9, 1 
per cen t in the course of 1979. 
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