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Quarterly economic review

Summary of main developments

According to the available economic indicators,
South Africa entered a period of slower economic
growth in the first quarter of 1981. This was not
unexpected because important productive resources,
such as production capacity in manufacturing and
skilled labour, had become almost fully employed
and could no longer sustain a rate of economic
growth as high as the 8 per cent recorded in 1980.

The domestic demand for goods and services, on
the other hand, continued to rise at a relatively high
rate, even in real terms. Owing to the almost full
utilisation of production capacity and the high
import content of domestic expenditure on capital
goods, inventories and durable consumer goods, the
strong monetary demand caused imports to remain at
a high level. At the same time, there was a decline in
exports and in the value of the net gold output,
which reflected a substantially |lower price of gold,
Mainly as a result of these changes, the current
account of the balance of payments showed a mode-
rate deficit. The emergence of a current account
deficit after the economy had been in an expansion-
ary phase for about three years, was, of course, not
unusual. Normally, a current account deficit appears
much earlier during periods of economic expansion
and increasing domestic demand, but during the
recent upswing the current account was kept in
surplus for a prolonged period by an exceptionally
sharp rise in the price of gold, and therefore in the
value of the net gold output, until September 1980,
as well as by an accompanying strong rise in mer-
chandise exports,

As during the second half of 1980, the increase in
total monetary demand during the first quarter was
again accompanied by an excessive increase in the
broadly defined money supply, Taking into account
its lagged effect on expenditure and prices, the sharp
rise in the money supply since the middle of 1980 has
clearly made an important contribution to the
persistently high rate of inflation and will continue to
do so for some time to come. With a view to ulti-
mately achieving a reduction in the inflation rate, the
curbing of the high rate of increase in the money
supply has become the main objective of monetary
policy. During the first quarter both the net gold
and other foreign reserves of the monetary banking
sector and this sector's net claims on the government
sector declined substantially, thereby exerting a
contractionary influence on the broadly defined
money supply, but an unprecedentedly large increase
in bank credit extended to the private sector exerted
a strong positive effect. Measures to slow down the
increase in bank credit to the private sector by
restricting the growth in the liquidity base of banking
institutions and by increasing the cost of bank credit,
therefore, form an integral part of the current overall
monetary policy.

In recognition of the preceding sharp rise in
short-term interest rates and in order 1o raise the cost
of bank credit, Bank rate was increased from 7 to 8
per cent with effect from 3 February, Partly because
of steps taken by the Reserve Bank to alleviate the
seasonal tightness of the money market during the
first quarier, short-term interest rates remained fairly
stable from about the middle of February, but
resumed an upward course in early May. [n addition,
Bank rate was increased by a further 1,5 per cent,
with effect from 6 May. The Bank rate increases
were followed by upward adjustments in the com-
mercial banks’ overdraft rates, which raised the prime
overdraft rate from 10 per cent in February to 13 per
cent in May. Despite this increase, the overdraft rate
remained well below the prevailing rate of inflation
and considerably lower than the overdraft rates in
most other countries with roughly similar or lower
rates of inflation,

The high level of private sector liquidity contri-
buted to generally buoyant conditions in the capital
market.  Share prices, which had declined from
September 1980 to February this year, rebounded in
April and May, while real estate transactions and
mortgage lending remained at high levels during the
first quarter. In the market for fixed-interest securi-
ties, however, activity during the first quarter was
inhibited by expectations of further increases in
long-term interest rates, but these expectations
weakened considerably during April and had been
largely dispelled by the middle of May. This change
was reflected in the successful issue of two new
government loans with respective maturities of 3 and
22 years on 15 May. By pitching the effective yield
on the long-term issue slightly above the then pre-
vailing market rate, the Government was able, as part
of the broad monetary policy, to draw an amount of
funds from the private non-bank sector which was
sufficiently large to achieve a meaningful reduction in
private sector and bank liquidity. - The combined
proceeds of the short and the long-term issue also
contributed materially to meeting the Treasury's
financial requirements in the 1981/82 fiscal year.

The strong demand for bank credit and housing
loans gave rise to active competition for funds among
banking institutions and building societies. As a
result, deposit interest rates were increased on several
occasions during the first five months of 1981. In
line with these increases, the building societies’
mortgage rates were raised in two stages by 2,25
per cent. Like the prime overdraft rate of the com-
mercial banks, the increased mortgage rates neverthe-
less remained below the prevailing rate of inflation.



















































Statement on Bank rate and monetary policy

Issued by the Governor of the South African Reserve Bank, Dr. Gerhard de Kock

5 May 1981

After the usual consultation with the Treasury, the
Reserve Bank has decided to increase its Bank Rate
from 8 10 9% per cent with effect from 6 May 1981.

This increase partly signifies official recognition
of the recent further upward pressure exerted by
market forces on short-term interest rates, including
the rates on call money, Treasury bills, bankers'
acceptances and trade bills, At the same time it
represents an essential part of the present anti-
inflationary monetary policy, which s aimed at
slowing down the present excessive rate of expansion
of the money supply and reducing the pressure of
excess demand,



Kwartaallikse ekonomiese oorsig

Opsomming van vernaamste ontwikkelings

Volgens die beskikbare ekonomiese aanwysers het
Suid-Afrika in die eerste kwartaal van 1981 'n tyd-
perk van stadiger ekonomiese groei betree. Dit was
nie onverwags nie aangesien belangrike produksie-
hulpbronne, soos die produksiekapasiteit in die
fabriekswese en geskoolde arbeid, bykans ten volle
beset geraak het en nie langer 'n ekonomiese groei-
koers so hoog as die 8 persent wat in 1980 aange-
teken is, kon onderskraag nie.

Daarenteen het die binnelandse vraag na goedere
en dienste voortgegaan om teen ‘n betreklik hoé koers
te styqg, selfs in reéle terme, Vanwee die bykans volle
benutting van die produksiekapasiteit en die hoé
invoerinhoud van die binnelandse besteding aan
kapitaalgoedere, voorrade en duursame verbruiks-
goedere, het die sterk monetére vraag daartoe gelei
dat die invoer op 'n hoé vlak gebly het. Terselfdertyd
was daar 'n afname in die uitvoer en in die waarde van
die netto goudproduksie, wat 'n aansienlike laer
goudprys weerspieél het. Hoofsaaklik as gevolg van
hierdie veranderings, het die lopende rekening van die
betalingsbalans ‘n matige tekort getoon. Die verskyn-

ing van 'n tekort op die lopende rekening nadat die-

ekonomie vir ongeveer drie jaar in 'n ekspansionistiese
fase was, was natuurlik nie buitengewoon nie. 'n
Tekort op die lopende rekening kom gewoonlik baie
vroeér gedurende tydperke van ekonomiese ujtbrei-
ding en toenemende binnelandse vraag na vore, maar
gedurende die onlangse opswaai is die lopende re-
kening vir 'n langer tydperk in oorskot gehou deur
‘n besondere skerp styging in die goudprys, en der-
halwe in die waarde van die netto goudproduksie, tot
September 1980, asook deur ‘n gepaardgaande sterk
styging in die goedere-uitvoer,

Net soos gedurende die tweede helfte van 1980
het die toename in die totale monetére vraag ge-
durende die eerste kwartaal weer gepaard gegaan met
‘n oormatige toename in die breed gedefinieerde
geldvoorraad. Met inagneming van die vertraagde
uitwerking op besteding en pryse, het die skerp
styging in die geldvoorraad sedert die middel van
1980 duidelik ‘n belangrike bydrae tot die volgehoue
hoé inflasiekoers gemaak en sal dit nog vir 'n tyd lank
voortgaan om dit 1e doen. Met die ooy daarop om
uiteindelik ‘n verlaging in die inflasiekoers te bewerk-
stellig, het die beteueling van die hoé koers van
toename in die geldvoorraad die hoofoogmerk van
monetére beleid geword. Gedurende die eerste
kwartaal het sowel die netto goud- en ander buite-
landse reserwes van die monetére banksekior as
hierdie sektor se netto eise teen die regeringsektor
aansienlik gedaal en sodoende ‘n vernouende invlced
op die breed gedefineerde geldvoorraad uitgeoefen,
maar 'n ongeéwenaarde groot toename in die ver-
lening van bankkrediet aan die private sektor het
'n sterk positiewe invioed daarop uitgeoefen. Maat-
reéls om die toename in bankkrediet aan die private
sektor te demp deur die beperking van die groei in die
likwiditeitsbasis van die bankinstellings en deur die
koste van bankkrediet te verhoog, maak derhalwe

‘n integrale deel van die huidige globale monetére
beleid uit,

Ter erkenning van die voorafgaande skerp styging
in korttermynrentekoerse en ten einde die koste van
bankkrediet te verhoog, is die Bankkoers met ingang
3 Februarie van 7 tot 8 persent verhoag. Gedeeltelik
as gevolg van die stappe wat deur die Reserwebank
gedoen is om die seisoenale stramheid van die geld-
mark gedurende die eerste kwartaal te verlig, het kort-
termynrentekoerse vanaf ongeveer die middel van
Februarie betreklik stabiel gebly, maar het vroeg in
Mei 'n opwaartse verloop hervat, Daarbenewens is die
Bankkoers met ingang 6 Mei met ‘n verdere 1,5
persent verhoog

Die verhogings van die Bankkoers is gevolg deur
opwaartse aanpassings in die handelsbanke se oor-
trekkingskoerse, wat die prima oortrekkingskoers van
10 persent in Februarie tot 13 persent in Mei verhoog
het. Ten spyte van hierdie toename, was die oortrek-
kingskoers nog aanmerklik laer as die heersende
inflasiekoers en aansienlik laer as die oortrekkings-
koerse in die meeste ander lande met ongeveer
soortgelyke of |aer inflasiekoerse.

Die hoé vlak van die likwiditeit in die private
sektor het tot algemeen lewendige toestande in die
kapitaalmark bygedra. Aandelepryse, wat van
September 1980 tot Februarie vanjaar gedaal het, het
in April en Mel weer opgebloei terwyl transaksies in
vaste eiendom en verbandlenings in die eerste kwar-
taal op hoé viakke gebly het. In die mark vir vaste-
rentedraende effekte is die bedrywigheid in die eerste
kwartaal egter gestrem deur verwagtings aangaande
verdere stygings in langtermynrentekoerse, maar
hierdie verwagtings het gedurende April aansienlik
verswak en het teen die middel van Mei in 'n groot
mate verdwyn. Hierdie verandering is weerspieél in
die suksesvolle uitreiking op 15 Mei van twee nuwe
staatslenings met looptye van onderskeidelik 3 en 22
jaar. Deur die effektiewe koers op die langtermynuit:
gifte effens bo die toe heersende markkoers vas te stel
was die Regering in staat om, as deel van die breé
monetére beleid, 'n bedrag aan fondse van die private
nie-banksektor te trek wat voldoende in omvang was
om 'n betekenisvolle vermindering in die likwiditeit
van die bank- en private sektor te bewerkstellig. Die
gesamentlike opbrengs van die kort- en langtermyn-
uitgifte het ook wesenlik bygedra om aan die Tesou-
rie se finansiéle behoeftes in die fiskale jaar 1981/82
te voldoen,

Die sterk vraag na bankkrediet en huislenings het
aanleiding gegee tot 'n lewendige mededinging om
fondse tussen die bankinstellings en bouverenigings.
As gevolg hiervan is depositorentekoerse in die eerste
vyf maande van 1981 by verskeie geleenthede ver-
hoog. In ooreenstemming met hierdie verhogings is
die bouverenigings se verbandkoerse in twee stappe
met 2,25 persent verhoog, Net soos die prima oor-
trekkingskoers van die handelsbanke het die hoér
verbandkoerse nogtans onder die heersende inflasie-
koers gebly,
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In ooreenstemming met die styging in hul deposi-
tokoerse, het die verenigings in Januarie en weer in
April verhogings van 0,75 persent en 15 persent
onderskeidelik in hul verbandkoerse aangekondig. Na
hierdie aanpassings wissel die koerse tans van 11,25
tot 13,25 persent. Alhoewel hierdie koerse aansienlik
hoér as in 1980 is, is hulle, soos die prima oortrek-
kingskoers van die handelsbanke, steeds hezlwat laer
as die huidige inflasiekoers.

Verklaring oor die Bankkoers en
monetére beleid

Uitgereik deur die President van die Suid-Afrikaanse Reserwebank, dr. Gerhard de Kock

5 Mei 1981

Na die gebruiklike oorlegpleging met die Tesourie, het
die Reserwebank besluit om sy Bankkoers met ingang
van 6 Mei 1981 van 8 na 9% persent te verhoog.

Hierdie verhoaging beteken gedeeltelik dat ampte.
like erkenning gegee word aan die verdere opwaartse
druk wat in die onlangse verlede deur kragte in die
mark op korttermynrentekoerse, waaronder die
koerse op daggeld, skatkiswissels, bankaksepte en
handelswissels, uitgeoefen is. Terselfdertyd verteen-
woordig dit ‘'n noodsaaklike onderdeel van die huidige
anti-inflasionistiese monetére beleid, wat daarop
gemik 1s om die huidige buitensporige koers van
uitbreiding van die geldvoorraad te verlangsaam en die
druk van die oormatige vraag te verminder.
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