


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 in a marked
narrowing of the 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 narrowly 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 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. 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 declined 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 the end of November and early December,
During the last three weeks of December these rates
increased moderately and, apart from temporary
decreases, the higher levels were approximately
maintained during January 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 % 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 vyields
and interest rates. In the fixed-interest security
market a relatively small amount of new funds was
raised, but secondary market transactions increased
substantially,  Fixed-interest security vyields 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 re-
covered slowly during the initial phase of the econo-
mic upswing, increased significantly in 1979.































































mortgages were 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 cent in the course of 1979,
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