Quarterly economic review

Summary and general observations
The South African economy achieved a remarkably high
rate of rea! growth of about 8 per cent in 1980, one of the
largest figures recordedn anyone vear during the post·war
period. A high !evel of economic activity was evident in all
sectors 01 the economy and this was reflected, among other
things, in a significant reduct ion in unemployment. Shortages of skilled labour have, in fact, become one of the
constraints on maintaining economic growth at its present
high level.
The rapid er::onomic growth in 19BO emanated almost
entirely frorn a marked increase in real domestic demand
with only a minor contfibution coming from real exports:
All components of gross domestic expenditure contributed
t~ the rise in demand, IXII an excePtionally sharp rise, the
highest rate of increase in any single year during the post·
war period, was recor~d in real private consumption
expenditure. At lhe same time, Ihe rates of increase in
consumer and production prices accelerated appreciably,
especially during the SECond half of the year. Although
excess demand pressures began to exert a significant in·
fluence on price movements. much of the increase was still
related to cost·push factors, including upward adjUstments
in administefed prices.
A notab!e feature of Ihe South African economy in
1980 was that the high rate of pconomic growth was
accompanied by a large surplus on the current account of
the balance of payments. Despite a marked increase in
imports to supplement the domestic supply of goods. the
current account remained in surplus, partly as a resUlt of a
further increase in merchandise exporlS, but more particu·
larly because of an exceptionally large rise In the value of
the net gold output. The latter reflected a near·doubling of
the allerage gold price in 1980, which had the effect of
raising the value of the net gold output, for the first lime
since 1946, above the value of merchandise exports.
Towards the end of the year, the current account surplus
Shrunk appreciably, not only because of a decline in the
value pI the net gold output, but also as a result of a further
sharp rise in importS. Tt-e capital account of the balance 01
payments, which was characterised by large swings in
short-term capital movemefllS during the year, recorded a
further substan'ial net capital outllow aver 'he year as a
~hole. This outflow wa; mainly attributable to the switch·
mg 01 trade financing i rom foreign to domestic sources,
and to other short-term capital movements related to the
high level of liquidity and relatively low interest rates in the
domeslic economy.
!n accordance with the generally strong overall ba!ance
of payments. the rand appreciated considerably against
most currencies during 1980. The effective exchange rate
of the rand, however, did not increase further during
January and February 19B1 because of a depreciation of
the rand against the US doliar, which strengthened notice·
ably against most other QJrrencies during this period.
The monetary aggregates showed excessive rates of
9ro:-",lh during 1980. The money and near·money supply,
for ~xample, rose by no less than 27 per cent. The pre·
dommant statistical "C<klSC" of the change in the money

and near-money supply was an exceptiona11y large increase
in bank credit to the private sector, especia11y after the
abolition of the ceilings on bank credIt to the private sector
in August 1980. Pan of this sharp Increase, however ,
represented the "re·intermediation·· 01 credit oM1ich prt!·
viously had been extended outside the banking system. A
relatively small contribution to the growth in tMe money
and near·money supply was made by an increase in the net
gold and other foreign reserves of the monetary banking
sector, while moderate negative contributions were made
by a decline in net bank credit to the government sector
and a rise in tong· term deposits 01 tMe private setor with
monetary banking institutions. The decline in the govern ·
ment sector's nel i ndebtedness to the monetary banking
sector resulted mainly from a sharp rise in central govern·
ment revenue and a consequeflt increase in government
deposits.
Open·market operations by the Reserve Bank. during
19130 were aimed primarily at smOOthing seasonal fluctua·
tions in money mar ket conditions and at absorbing excess
liquidity in the market. For these purposes, the Bank sold
special tap Treasury bills, issued its own debentures and
entered into repurchase agreements with banking institu·
tions, in anticipation of large tax payments to the govern·
ment at the end 01 August 1980 and at the end of F(:bruary
1981. In addition, open·market sales of government stock
were effected in the market. Shon-term interest rates rose
moderately during the first eight months of 19BO. but
increased more rapidly during the last four months of the
year and especiall'l sharply during the first six weeks of
1981 . This tightening of the money market was caused by
a combination of large seasonal flows 01 tax lunds to the
government, changes in cash reserve requirements for
banking institutions and, over the year·end, a decline in the
net gold and OtMer foreign reserves of the Reserlle Bank. In
recognition of the ncrease in short-term interest rates and
to indicate the determination of the monetary authorities
to reduce the high rate of increase in the money supply.
Bank rate was raised from 7 to 8 per cent, with effect from
3 February 1981
In the capital market, long· term interest rates con·
tinued to Increase during 19130, partly in response to
Investors' expectations of such a rise and a reluctance on
their pan to commit funds to long·term investments.
Buoyant conditions were experienced in the share market
and in the mongagE! and real estate markets ooring the
larger pan of 19130. During the founh quarter and In early
1981, however, share priCes and stock exchange turnover in
shares declined appreciably, whi!e the mortgage lending by
building societies became conStrained by a smaller inflow of
funds. The value of real estate transactions, on the other
hand. maintained a rising trend up to the end of the year.
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National accounts
Gross domestic product lit conltant 1975 prlcel

Excellent growth perform ance
A remarkably high rate of growth of about 8 per cent in the
real gross domestic product was achieved in 1980, a rate of
increase that was twice as high as the 4 per cent recorded in
1979, This hig!" rate of economic growth not only ex"
ceeded the average annual rate of 3 per cent during the
nineteen seventies by a substantial margin, but was also one
of the highest rates of growth recorded in anyone year
during the post-war period. Quarterly est imates show that
the rate of increase in the real gross domestic product of
the non-agricultural sect ors remained at a high level
throughout 1980.
As shown in the accompanying table, h igher rates of
increase in the real gross domestic product were evident in
all the main sectors of the economy in 1980, with the
exception of the mining industry. The real product of
agriculture increased markedly as a result of excellent
summer crops, win ter crops actually declined and meat
production remained approximately unchanged . A strong
expansion in domestic demand, i nd uding additions to
inventories, sharply raised the real value added by manu facturing and was also reflected in the exceptionally large
turnabout in the real value added by commerce, following
a decline in each of the preceding three years, T he increase
in the feal product of construction was related to the
recovery in bui lding and construction activity. In contrast
with these high rates of growth, the real value added by
gold mining decl ined further, largely because of the mining
of lower-grade are, while the real product of non·gold
mining increased at a lower rate as a result of a weaker
foreign demand ,lemming from the recession in tradingpartner countries.
As a result of a further improvement in South Africa's
terms of trade and a decline in real net factor payments to
the fest of t'1e world, the real gross national product
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Increased at an even higher rate than the real gross domestic
product, namely by 9~ per cent, compared with 5% per
cent in 1979. Real per capita gross national product rose
on average by 5 per cent per annum during the past tWO
years, indicating a significant increase in the real prosperity
of South African residents during this period.
At current prices the rate of increase in the gross
domestic product accelerated from 20 per cent in 1979 to
30 per cent in 1980. Total remuneration of employees rose
by 18 pcr COni in 1980 as against 15 per cent in 1979, with
mining. manufacturing. construction, financial services and
general government contributing most to the increase.
Total gross operating surplus. which had risen by 21 per
cent in 1979. increased by no less than 46 per cent in 1980.
Particularly large increases were recorded in agriculture.
gold mining. manufacturing and commerce. Because of
higher rates 01 increase in the total gross operating surplus
than in the total remuneration of employees during the past
three years. the ratio of the former to the gross domestic
product rose to 51 pe- cent in 1980. compared with the
most recent peak 0146 per cent in 1974.
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Marked increase in real gross domestic expenditure
The rapid economic growth in 1980 emanated almost
entirely from a marke::! increase in real domestic demand,
with real exports making only a minor contribution.
Following a rise of only 3 per cent in 1979, real gross
domestic expenditure increased by no less than 12 per cent
in 198()' As is evidert from the accompanying table. all
components of expenditure contributed to this increase.
At current prices, the increase in total expenditure in 1980
exceeded the rise in the gross national product, resulting in
a somewhat smalier slJrplus on the current account of the
balance of payments.
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Strong rise in real private consumption e)(penditure
The substantial increase of 8% per cent in reat private
consumpt ion expenditure in 1980, which was the highest
rate recorded in any single year during the post-war period,
was based on a furtner rise in real personal disposable
income and the ready availability of consumer credit. The
rate of increase in real private consumption e)(penditure
remained high throughout the year and accelerated some·
what in the fourth quarter, even if allowance is made for
the usual seasonal increase during this period.
Real e)(penditure on all major classes of consumer
goods increased at substantially higher rates in 1980. The
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largest rise was recorded in the durable goods category,
probably because of the continued existence of a pent·up
replacement demand for these goods. Real consumer
expenditure on semi·durable goods also showed a marked
ri se. and the rate of increase in expenditure on non-durable
goods was considerably higher than in the immediately
preceding years.
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Sharp increase in real gross domestic fixed irwestment
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Following a decl ine from 1975 to 1978 and only a slight
increase in 1979, real gross domestic fi)l.ed investment
increased sharply by 12% per cen! in 1900. Fixed investment was greatly lacllltated by a high level 01 corporate
saving and the ready availabilitY of funds in the domestic
market at comparatively low rates of interest. As shown in
the accompanying rabie, this substantial increase was
accounted for mainly by the real fixed capital outlays of
the private sector whIch surged ahead at a rate of increase
of no less than 24% per cent. An appreciable further
increase occurred in the real fixed investment o f public
corporations, while that of public authorities (comprising
genera! government as well as government enterprises I
decl ined moderately further. Real private f i ~ed investment
maintained a wonf; upward trend during most of 1980 and
is likely to remain at a high level for the time being because
o f the large number of capital prOlects which are presently
in progress.
In the private sector, sharp increases 'Nere recorded in
the real fixed investment of mining, manufactur ing and the
financial sector, as well as in real investment in private
residential buildings, In addition, there w;§ a sharp turnabout in the real fixed capi tal outlays of the agricultural
sector, resu lting from the increased output and the accompanying higher agricultural income. Fixed investment
in the mining sector represented the further extension 01
production capacity. induced by l1igher prees, especially
the pri ce of gold, and an increased demand for metals and
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Non-du rable goods
Food, beverages and tobacco
Petroleum products
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Appreciably higher rate of increase in government
consumption expenditure
In contrast with the period 1977 to 1979, when real
governm en t consumption expenditure increased only
sl ightly, these outlays rose by 5% per cent in 1980. Real
salaries and wages increased by 4 per cent, while real
out lays on goods and other services rose sharply by 6 per
cent. The latter increase reflected not only higher defence
expenditure, but also increased expendi ture on other
government services during a period of rapid expansion
in economic acti VItY, The increase in real government

•

cOflsumption expenditure was partly offset by a decline in
real capital outlays by general government. as a result of
which aggregate real general governmert expenditure
increased by only 2% per cent in 1980.
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Large bu ild-Up of real inventories
Gross domestic fixed Investment of the

A substantial build-up of inven tories in 1980. compared
with only a slight increase in the preceding year, contribu·
ted materially to the sharp increase in aggregate real gross
domestic expenditure in 1980. Increases were recorded in
industrial, commercial and strategic inventor ies, in diamond
stocks. and in agricultural stocks-in-trade_ The percentage
increase in real non-agricultural inventories during 1980
exceeded the percentage rise in the real gross domestic
product of the non-agricultural sectors of the economy.
causing the inventory ratio to rise from 30,6 per cent in the
fourlh quaner of 1979 to 31,1 per cent in the fourth
quarter of 1980.

private sector at constent 1916 prices
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minerals. In manufacturing. fixed investment increased in
response 10 the marked rise in domestic demand and the
decline in unused production capacity. The utilisation of
production capacity. for example. reached a level of 89.5
per cent in November 1980. after it had declined to as low
as 82,9 per cent in August 1977. A sharp increase in the
leasing of new capi tal equipment by the finance sector gave
r ise to the increase in the real fixed investment of this
sector. Despite shortages of bui lding materials and cenain
classes of skilled labour, investment in private residential
buildings increased sharply. reflecting the strong demand
for housing,

Gross domestic sav ng rose by 31 per cent in 1980, af ter a
substantial increase of 37 per cent had already been recorded in 1979. As a ratio of gross domestic product, gross
domes tic saving amounted to 32 per cent in 1980. compared with 31% per cent in 1979 and an average annual
ratio .of 26 per cent during the period 1970 to 1979. At a
level of A20026 ,,!ill ion. gruSli durnt:Stic saviny elll..etlded
the amount required for the financing of fixed and invenlOry investment b,,· A2845 million. indicating that South
Africa's net indebtedness to the rest of the world was
reduced by this amount.
A marked increase in corporate saving, to which
mining, manufacturing and the financial sector contributed
most. was largely responsible for the overall fise in domestic
saving in 1980. An increase also occurred in the saving of
general governmen t and in total provision for depreciation.
In contrast, personal saving declined because of a larger
increase in private consumption expenditure than in personal disposable income .
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Employment" and prices
Higher rate of increase in employment and labour productivity
The sharp rise in econom ic activity in 1980 was reflected in

a higher rate of increase in employment as well as in labour
productivity. The increase in non-agricultural employment
was sufficiently large not only to absorb the normal addition to the labour force, but also to bring about a reduction
in unemployment. The generally higher level of employment. however, caused severe shortages of skilled labour to
emerge in various sectors of the economy in the course of
1980. Unemployment among unskilled labour, on the
other hand. appeared 10 have declined to an only moderately lower level.
Non-agricultural employment was 3.3 per cent higher
in the first three Quarters of 1980 than in the corresponding
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period of 1979, as against an increase of 2,0 per cent in the
calendar year 1979. Seasonally adjus ted quarterly figures
indicate that the high rate of increase in employment in the
fou rth quarter of 1979 and the first Quarter of 1980 tended
to slow down somewhat in the subsequen: two Quarters as
skilled and semi-skilled labour resources became more fully
utilised.
Higher rates of increase in employment were recorded
in both the private and public sectors. Private-sector employment. which had r isen bv 2.3 per cent in 1979, increased by 3,5 per cent in the first three Quarters of 1980
compared wi th the first three Quarters of 1979, The
corresponding increases in public-sector employment
amounted to 1,4 per cent and 2,8 per cent, respectively . In
the pr ivate sector, particularly sharp rises in employment
occurred in manufacturing, gold min ing, transport and
financial institutions. In the public sector, employment by
the central government. universities and electricitv suppliers
rose at relatively high rates.
An indication of the decline in u1employment is
provided by the fall in the seasonally adjusted number of
registered unemployed Whites, Coloureds and Asians from
26930 in December 1979 to 18274 in Jecember 1980.
Further evidence is provided by the decrease in the ratio of
unemployed Blacks to the economically act ive Black
population from 9,0 per cent in November 1979 to 8,1 per
cent in November 1980.
labour productivitv, as measured by the real gross
domestic product per worker in the non-agricul tural sectors
of the economy, was 4,1 per cent h igher in the first three
quarters of 1980 than in the corresponding period of 1979.
This rate of increase was well abQve the figure of 2,0 per
cent recorded in the calendar year 1979. In manufacturing,
for which more detailed statistics are available, the physical
output per man·hour rose by 4,4 per cent in the first eleven
months of 1980, compared with 2,4 per cent in 1979

At current prices
At constant prices
"Fleur.. up 10 30 Septembell980 com~r.cl with ligUi81
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Both in nominal and real terms the remuneration of labour
increased at considerably higher rates in 1900 than in the
In the non-agricultural sectors of the
preceding vear.
economy the average remuneration per worker was 16,8 per
cen t higher in the first three Quarters of 1980 than in the
corresponding period of 1979, compared with an increase
of 12,1 per cent in the calendar year 19 79. Adjusted for
price ri ses, the increase in the first three Quarters of 1980
amounted to 3,0 per cent. as against a der.line of 0,9 !'ler
cent in 1979. The average real remuneration per White
worker, which had declined in each of the preceding five
years, increased by 2,5 per cent in the first Ihree Quarters of
1980 . Following a tow rate of growth oi 0,5 per cent in
1979, the average real remuneration per non-White worker
rose by 4,4 per cent in the first three quarters of 1980.
Employees in all sectors of the economy benefitted from
the higher rate of increase in salaries and wages in 1980.
In the nine-month period concerned, the average remuneration per employee in the publiC sector rose by 17,1 per
cent, wh ile the corresponding increase in the private sector
amounted to 16,7 per cent.

''''
' Stati"'es relati ng 10 emplovment and the remuneration 01 labour
are onlv 8Vail.,bla up to the end 01 Sep lmnbitr 1980.
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The effect of the higher rate of increase in the reo
muneration of labour on labour cost per unit of production
was partly offset by ttoe more rapid rise in labour producti·
vitv.
labour COSt per unit of production in the non·
agricultural sectors of the economy, as approximated by
the ratio of total salaries and wages 10 the real gross domes·
tic product in these sectors. nevertheless increased by 12
per cent in the first three quaners of 1980, as against a rise
o f 10 per cent in 1979. More exact statistics for manufac·
tur ing indica te that an increase of 9,8 per cent in unit
labour cost in 1979 was followed by a rise of 11,4 per cent
in the first eleven months of 19ao.
Higher rate of inflation
The fate of inflation accelerated notably further in 1980.
As against an increase of 13, 1 per cent in 1979, the month·
Iy average consumer price index rose by 13.8 per cent in
19ao. The marked increase in the prices of petroleum
products in 1979 was superseded in 19ao by an exception·
ally sharp rise in food prices as the predominant cause of
the higher rate of increase in consumer prices. Food prices
rose by no less than 18,8 per cen t in 1980, reflecting. for
example. increases 01 32,3 per cem in meat prices. 16.7 per
cent in vegetable priCes, and 15,2 per cent in prices of grain
products. Higher rates of increase than in 1979 were also
recorded In the priCes of furniture, motor vehicles, reading
matter and cleaning materials as well as in housing COSts and
medical fees.

A marked acceleration in the rate of increase in can·
sumer prices occurred in the course of 1980. At a season·
ally adjusted annu31 rate, the increase amounted ;0 only 8,6
per cent in the first quarter, but advanced to 13,3 per cent
in the second quarter, 16,3 per cent in the third Quarter and
22.3 per cent in tne fourth quarter. From December 1979
to December 1900 the seasonally adjusted consumer price
index rose by 15.7 per cen t. The effect of lood price
increases on this change is clearly illustrated by rises of 57,3
per cent in meat prices. 29,6 per cen t in vegetable prices
and 29,2 per cent in the overall food price index during this
period. Compared with the corresponding month in the
preceding year, the seasonally adjusted consumer price
index increased b'Y 15,5 per cent in January 1981 .
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The monthly average production price index increased
by 16,3 per cent n 1980, compared with 15,2 per cent in
1979. Sharp rises in the prices 01 imported goods as well as
domestically produced goods wefe responsibe for the
higher ra te of increase in 1980 The respective increases in
these two categories of production prices amounted to 20,2
per cent and 15,0 per cen t in the year under review. Higher
rates of increase than in 1979 occurred in almost all pro·
duct ion prices, with the exception of the prices of
beveraoes and leat'ler ooods and plpclricily tariffs.
At a seasonally adjusted annual rate, the increase in
prodUCtion prices acx:eterated from 12,8 per cent in the first
quarter to 2 1,2 per cen t in the founh quartet 01 19ao
From December 1979 to December 1980 production prices
rose by 16,6 per cent and from January 1980 to January
1980 by 15,7 percent .
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Balance of payments

current aCCOU"1t flu ctuated substantially in the course of
1980 and declined appreciably in the last quarter of the
year.

Further surplus on current accou nt
Despite the marked increase in domestic demand, part of
which spi lled over into additional imports, and a sharp rise
In import prices, the current account of the balance of
payments recorded its fourth consecutive annual surplus in
1980. The surplus amounted to R2 845 million, or 4,6 per
cent of the gros5 domestic product, compared with R3 001
million, or 6,2 per cent of the gross domestic product, in
1979. Although the net gold output increased substantially
in 1980 and a further rise was also recorded in merchandise
exports, the smaller surplus on the current account than in
'979 resulted from an exceptionally strong rise in mer·
chandise imports and a sharp rise in net service and transfer
payments to the rest of the world. As shown in the accom·
panying table, the seasonally adjusted surplus on the

Current account of the balance of payments
Seasonally adtusted figures al an annual rate
R mllllOl"1S
1979

hi

Yea,

Merchandise exports
Net gold output
Merchandise Imports
Net service and
transfer payments
Balance on cunent
account
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Year

884410470 9770 9040 9550 9705
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The vaJue of the net gold output increased by no less
than 69 per cont in 1980 as a result of a near-doubling of
the US dollar price of gold. On the London market. the
average fixing price of gold rose tram US $307.01 per fine
ounce in 1979 to US $612.94 per fine ounce in 1980.
8ecause of the mining of lower grade ore. induced by the
sharp rise in the gold price, the volume of the net gold
output. howeVEr, decreased appreciably in 1980. The sharp
rise in the pri:;e o f gold caused the value of the net gold
output to rise, for the first time since '946, above the value
of merchandise exports. Marked fluctuations in the price
01 gold occurred during ' 980, resulting in large Quarterly
swings in the net gold output and the surplus on the current
a.ccount of the balance of payments.
The increase in merchandise exports amounted to 10
per cent in 1980 consisting of a volume increase of about 4
per cent and a p~ice rise of about 5 per cent. The higher
export volum~ was largely accounted for by maize and coal.
but a partly offsetting decli ne occurred in the volume of
diamond exports. Increases occurred in the export prices
of platinum, iron ore, diamonds. nickel, maize and sugar.
but declines were recorded in the prices of uranium. coal.
ferro-chrome and asbestos. Export prices in terms of rand
were adversely affected by the appreciation of the rand
against the C·Jrrencies of South Africa's main trading
panners. DUring the ftrst three Quarters of 1980 merchandise e)(po(\s tended to decline, but an appreciable increase
was again recorded in the fourth quarter.
Merchandise imports, which rose strongly throughout
1980, were no less than 47 per cent higher last year than in
1979. This was accounted for by increases of 25 per cent
and 18 per cent in import prices and the volume o f imports,
respectively. The increase in prices was large y the resul t o f
a substantial rise in the price of oil, but was also due to
continuing high rates of inflation in other countries, wh ich
were only partly neutral ised by the appreciation of the
rand. The higher level of merchandise imports was eviden t
in all the main ca tegories of imported goods, bu t particular·
Iy sharp rises were recorded in imports of machinery and
electrical equipment, m ineral products. transport equipment, chemical products and base metals.

Volume offorelgn trade and terms of trade
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Net sel"llice and transfer payments to the rest of the
world increased by 29 per cent in 1980, mainly because of
a sharp rise in dividend payments to foreign shareholders.
Despite the generally higher levels of interest rates abroad,
interest payments to foreigners actually dect ined in 1980 as
a resu lt of preceding roouctions in foreign debt . ExcePt for
iln increMe in receipts from lranspor I ~rvic~, other service
receipts Irom foreigners were affected adversely by reces·
sionary conditions abroad.
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Smaller net outflow of capi tal
The ne t outflow of capital, excluding changes in "l iabi lit ies
related to reserves", decreased from R2 535 million in 1979
to R2300 million in 1980. This change in the capi tal
account of the balance of payments was accounted for by a
smaller total nel outflow of cap ital, I.e. short-term as .......ell
as long-term capital, from both the private sector and the
central government and banking sector. In addition, there
was a larger net in flow of capital in all forms to public
corporations and local authorities. Various factors contribut ed to the further net outflow of capi tal during 1980.
such as the ready avai lability of funds in the South African
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Capital account of balance of paym ents
R mllilons
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Long-term capita l
CenUal govemmenl and banking seclor
Public corJX)rallonS anj local authOfltl8s
PnV<lle sectOf
Total
Short term capItal nOl rela ted to reserves
(IncludIng errors and omlSSlonsl
Change In net goJd and otner loretgn reserves
OWlflglo balar,ce of payments uallsactlons
Llablhues related to reserves
SDR at!ocatlons and valuatIon ad,ustments
Charoge In gross gold Gnd othe' foreIgn reserves

money and capital markets, the comparatively low levels of
domestic interest rates, and a de~re on the part of the
authorities 10 drain excess liquidity from the economy by
means of a controlled outflow of funds.
As shown in the accompanying table, which prov ides a
breakdown of the capital flows into short-term and long·
term capital, sharp fluctuations in capital movemenlS
occurred in the course of the year. A major reason for
these fluctuations was the switching of trade ·financing
between foreign and domestic sources in response to
changing differences between the foreign and domestic cos t
of trade financing. The effective cost of trade financing not
only depended on interest rales and bank financing charges.
but also on the dol ar discount quoted by the Reserve Bank
This discount was
in forward e:o.change transactions.
deliberately kept low during the first few months of 1980
in order to drain some of the surplus liquidity from the
domestic money rrarket During April. when the government made a ne~ stock issue and the Reserve Bank was
enabled to sell its own debentures in the market, the
discount was raised substantially 10 rettecl fully the differences between interest rates in the United States and
in South Africa. SubseQuen tly, differentiated discounts
were introduced for contracts of varying maturities and
these discounts were regularly adjusted during 1980 to
reflect changes in interest rates more accura tely. After a
net inflow of short·term capital in the third quarter, wh ich
had the effect 01 raising the already high leve! 01 liquidity
in Ihe economy . the discounts were fixed in such a way as
to provide some incentive to the domestic financing of
foreign trade or 10 remain neutral in this respect.
Increase in gold and olher foreign reserves
Total net gold and other foreign reserves increased by R545
million in 1980 on account of balance of payn,ents transactions. The gross gold and other foreign reserves rose by
R 1 511 million to a level of R5 793 million at the end of
the year. The substantially larger increase in the gross
reserves was partly due to the revaluation of the gold
reserves at a higher market·related price. The gold reserves
actually rose from R3680 million at the end of 1979 to
R4854 million at the end of 198:0. Included in this change
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was an increase of 2,12 million fine ounces In the quantity
of gold reserves. Total holdings of foreign exchange rose
from R602 million to R939 million during 1980. Dur ing
January 1981 the gross gold and other foreign reserves of
the Reserve. Bank declined by R376 million. mainly as a
result of the revaluation of the gold reserves at a lower
price_
Substantial appreciation of the rand
The effective exchange ra te of the commercial rand conti·
nued to appreciate sharply during 1980. At the end of the
year it was 10,5 per cent higher than at the end of 1979
and 14,5 per cent higher than at the end of January 1979,
when the new system o f managed floating of the rand was
introduced. A sharp appreciation of the rand against most
of the Western European currencies occurred duri ng 1980.
The rand appreciated, for example, by 26,1 per cent against
the German mark, 23,4 per cen t against the Swiss franc,
25,1 per cent against the French franc, and 24,5 per cen t
against the Dutch guilder , Against the US do!!ar and the
British pound smaller appreciations of 10,9 per cent and
3,2 per cent, respectively, were recorded. In contrast. the
rand depreciated by 5,7 per cent against the Japanese yen.
The rand did not appreciate further during January and
February 1981. when the US dollar started to appreciate
sharply agains: most other currencies. From the end of
December 1980 to 27 February 1981 the effective exchange rate of the rand actually declined b.,. 0,5 per cent.
as a result of a depreciation of 4,6 per cent :Jgainst the US
dollar that was not fully offset by the appreciation against
other currencies.
nle financial rand appreciated by 5,3 per cent during
1980_ At the end of the year the financial rand discount on
the US dollar amounted to 30,2 per cent, compared WIth
26,5 per cent at the end of 1979. From the end of 1980 to
27 February 1981 the financial rand depreciated by 4, I per
cen t, but the discount remained at its year-end level of
about 30 per cent.

Money and banking
Exchange rat..

H igh rates of increase in monetary aggregates

'"
'"

. ,.,

Effective exchang rate of the ra;!
Ind.~ :

24.nnu.rv \979

110

'00

It"

..

The strong expansion of economic activity in 1980 was accompaoied by h igh rates of growth in the monetary aggregates, The money and near-money suppl y increased by 27
per cent during 1980, compared wi th 13 per cent during
1979 , while the narrowly defined money supply grew at a
ra t e of 36 per cent, as against 21 per cent in 1979 . Despi te
the sharp rise during 1980 , the ratio of the money and
near-money supply \0 the gross domestic produc t at current
market prices increased only slightly from 23, 1 per cent in
the fourth quarter of 1979 to 24,1 per cent in the fourth
Quarter of 1980, If the banks' short-dated and medium·
dated repurchase agreements with the pr iva te sector are
taken into account, the growth rate in the broadly and the
narrowly def ined money supply amoun ted to 34 per cen t
and 45 per cent, respectively.
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As shown in the accompanying table, the statistical 'causes'
of changes in the money and near-money supply varied con ·
siderably in the different quarters of 1980 , On balance, l he
net gold and other foreign reserves of the monetar'f banking
sect or contr ibuted R437 million to the increase of R3439
million in money and near·money during 1980. Net claims
of the monetary banki ng sector on the government sect or
dec lined by R492 million and a nega tive influence was also
exerted by the increase of R292 million in long- term
deposits of the private sector with monetary ban king
institutions. The predominant 'cause' of the strong mone·
tary expansion during 1980, however , was a sharp rise in
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the claims of the monetary banking sector on the priva te
especially during the second half of the year.
During 1980 these claims increased by R325 1 million, or
26 per cent.
secto~,

Monetary analvsis
11000

Am;l;ans

Strong expansion in bank cred it to the private sector

As mentioned earlier. the credit extended by monetary

"'JOO

banking institutions to the pr ivate sector increased by
R3251 million during 1980. If repurchase agreements in
assets rcprCSC'1ti ng claims on the private sector are included,
the increase amounted to R3 730 million. or 28 per cent.
A strong expansion in bank credit to the private sector
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Changes in discounts and advances of commercial banks,
merchant banks and monataryganaral banks
'200

"'"
o

o

o

"'"
o

o

1978

""

H'OJ

"The gold holdings o f the Relerve Bank, included in this amou nt.
were valued at R29,!;5 per fi ne ou nce from January 1976 up 10
November 1979. From December 1919, they hll'o'e been valued at
a market-rtlated price.
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occurred after the ceilin~ on this form of bank lending had
been abolished by the Reserve Bank in August 1980.
During the last four months of 1980. for example, the
claims of the monetary ballking sector on the private sector
rose at a seasonally adjusted annual rate of 39 per cent.
Apart from generally reflecting the sharp rise in domestic
expenditure. the expansion in bank credit represented
to some extem also the 're-intermediation' of credit which
previously had been extended outside the banking system
following the abolition of the credit ceilings.
The increase in bank credi t to the private sector during
1980 Included a rise of R288 million in the cash credit
advances by the Land Bank . an increase of A417 million in
holdings of private-sector securities, a rise of A708 million
in bills discounted. and an expansion of At 777 million in
the loans and advances by commercial, merchant and
monetary general banks. Of the latter amount A968
million represemed an increase during the last four months
of 1980. Loans and ad'iances in the form 01 hire·purchase
credit and leasing finance increased by R519 million and
A401 million, respectively, during the year. According to
preliminary information received from the five largest
banking groups, their discounts, loans and advances rose
sharply further during January 1981.
Decline in bank liquidity
In contrast with a substantial increase in 1979, bank
liquidity declined appreciably during 1980. The excess
liQuidity ratio of all banking inst itutions decreased from 4,7
per cent at the end of 1979 to 2,5 per cent at the end of
1980. This decline occurred mostly in the excess liQuidity
ratios of commercial banks. Those of other monetary
banks and non-monetary banks remained at low levels
throughout the year. The weakening of the banks' liQuidity
poshion during 1980 ....as due to a stronger rise in legally
required liquid assets than in actual holdi ngs of liquid
assets, partly as a result of changes in the liquid asset
requirements which came into effect in April and again in
September, and a relatively greater shift out of long·term
deposits towards short· term and medium-term deposits.
During January 1981 the excess liQuidity ratio of com,mercial banks decreased further to only 1,8 per cen t, but
the liquidity of other banking institutions improved slightly .

Money market conditions and interest rates
Apart from short periods of temporary tightness, money
market conditions were generally easy during the lirst eight
months of 1980, After a severe tightening over the August
month·end, however, the market remained relatively tight
throughout the ensuing period, especially during December
and the first tWO months of 1981 . Indicating these changes,
call loans to discount houses showed a slightly upward
trend during the first eight months of 1980. Thereafter,
these balances showed l:lrge fluctuations lind generally
remained at relatively low levels dur ing December 1980 and
the first two months of 1981, Aeserve Bank accommoda·
tion was provided to the discount houses over most monthends during 1980 in order to alleviate seasonal shortages of
funds. From the beginning of December 1980 to early
February 1981, however, the discount houses remained
indebted to the Bank. At the end of February accommodation was again provided to the discount houses. Because of
other measures taken by the Aeserve 8ank to ease the tight
situation over the month-end, the accommodation
amounted, however. to only A 192 million. The banks' free
balances with the National Finance Corporation were al
relatively high levels during the first eight months of 1980.
From September last year to early February 19B1, these
balances were at appreciably lower levels and were regularly
depleted. During the remainder of February these balances
were built up to subStantially higher levels in anticipation
of the large flow of tax funds to the government at the end
of the month,
The tighter conditions in the market from the August
month·end were caused initially by substantial tax pay·
ments to the government and an increase in the required
cash reserve balances that had to be held with the Aeserve
Bank. Over the yoor·end and in early 1981 a sharp decline
in the net gold and ot her foreIgn reserves of the Aeserve
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Bank was largely resPOflsible for the continued existence of
tight market conditions. Seasonal variations in the amount
of banknotes in circulation at times also contributed to the
tightness of the market
Money market rates, which had reached a lower
turning point in November 1979. showed a moderate rise
up to the middle of October 1980 and increased sharply up
to the middle of February 1981, before stabilising at the
higher levels in response to measures taken bv the Reserve
Ban k to ease tl1e seasonal tightness in the market. At the
end of November 1979 the rate on three-month bankers'
acceptances, for example, amounted to 4,10 per cent. It
increased to 4,80 per cent on 9 October '980, then rose
sharply 109,50 per cenl on 13 February 198 1, and thereafter remained uncl1anged up to 27 February. The Treasury bill tender rale amounted to only 3,81 per cen l on 23
November 1979, bu t rose to 4,36 per cent on 8 August
1980, to 6,77 per cen t on 30 January 198 1, and, following
an increase of 1 per cent in BanI!; rate, to 7.52 per cent on 6
February. Subsequently the rate declined Slightly to 7,45
per cen t on 27 February.
Open-market operations by the Reserve Bank during
1980 were aimed primarly at absorbing excess liquiditY in
the money market and al ensuring an Ofderly upward
movement in start-term interest rates. Apart from open·
market sales of government stock, special tap Treasury bills
and Reserve Bank debentures were issued in anticipation of
large tax payments to the government at the end of August
1980 and the end of February 1981. Various repurchase
agreements maturing on these two month-ends were also
concluded by Ihe Reserve Bank with banki ng institu tions.
Total open-market sales of securilies during 1980, most of
wh ich VoIere effected during the first eight months of the
year, amounted to R2392 million. No sales were undertaken during the period from November 1980 to January
1981.
Towards the end of January and in February the
Reserve BanI!; CK::tually entered the market as a buyer to
help alleviate the seasonally tight market conditions. In
addition, the Bank concluded further repurchase agreements with various banking Institutions on 26 February.
These agreements, involving transactions in bankers' acceptances and gilt-edged and semi-gilt-edged stock, expire
on 19 March but may be extended, if necessary, to 7 April.
The seasonal shortage of funds in the market was also
recogn ised in the reduction of the amount of Treasury bills
offered at the '.vcekly tender from R50 million to R30
million as from 23 January , to R20 million from 13 FebfUary, and to Al0 mill ion on 27 February.
In recognition of the increase in short-term interest
rates, Bank rate was raised from 7 to 8 per cent, with effect
from 3 FebruC!f)' 1981. This was followed by an increase
from 10 to t 1 per cen t in the commercial banks' prime
overdraft rate, with effect from 9 February. Short ly before.
on 24 January 198 1, the pnme overdraft ra te had been
raised by Y2 per cent . Following the increase in the banks'
lending rate, increases rangi ng from 0,5 \0 1,25 per cent in
deposi t interest rates wore an nounced by some banks.
Upward adjustments in deposi t rates had also been made
earlier during tne period from November 1980 to January
198 1. Building societies raised their deposit rates (10'
cluding ra tes on building society shares) by % to 1Vi per
cent in June, by up to 1 per cent in Oecember 1980,
18

and by 1 to 1Y2per cent in January, depending on the types
or deposits and the d ifferences In maturity _
On 23 February it was announced that the maximum
rates on money lending transactions, which do not necessarily reflect current market rates, will be raised with effect
from 2 March 1981 The maximum rate 01 14 per cent on
loans of A400 or more was raised to 18 per cent and made
applicable to loans of more than Rl 0CKl. New maximum
rates of 24 per cent and 21 per cen t were fixed for loans of
up 10 A500 and loons of more than R500 but no t ex·
ceeding AI 000, respectively.
New maximum rates of
24 per cent and 2 1 per cent were fixed tor hire·purchase
credit and leasing finance of up to R5000 and more than
A5 000, respectively ,

Government finance
Exceptionally shar p rise in reve nue collections
Government revenue increased Subst8n1ially in 1980
beCause of the buoyant economic condi , ions, which were
reflected, among other things, in substantially higher
company profi 15, consumer expenditure and imports; Ine
relatively large increase in salaries and wages; and, in
particular, the marked nse in the price of gold and jts effect
on gold mining profits. Revenue collected by the central
government increased by 33 per cent in 1980, compared
with 2 1 per cent in 1979.

During the first nine months of Ihe 1980/81 fiscal
year, Le. the period April to Oecember 1980, the central
government's revenue collections were no less than 38 per

cent higher than in the corresponding period of the preceding fiscal year. This excePtionally high rate of increase
was substantially above the Budget estimate of 11 per cent
for the fiscal year as a whole. Almost all components of
revenue increased at ra tes which were well in excess of
Budget estimates, but a marked rise in income tax and
mining lease payments by gold mining companies accounted mostly for the sha' p increase in revenue collections.
Revenue receipts from gold min ing companies during the
first nine months of the fiscal year were about three times
as high as those in the corresponding period of the 1979/80
fiscal year. With a substantial amount 01 revenue still due

S tilte Reve nue Fund - major component. 01 reyenue
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from the gold mining companies at the end of February
1981 , about 96 per cent of the budgeted amount to be
received from this source during the full fiscal year, had
already been colleeled by the end of 1980,
Income tax receipts from taxpayers other than QOld
min ing companies, which had been estimated to increase by
only 2 per cent i" the 1980/81 fiscal year because of the
tax concessions provided for in the Budget, rose by 15 per
cent in the first nine months of the fiscal year. This high
ra te of increase was allributable to the sharp rise in salaries
and wages and in company profits during 1980 Indirect
tax receipts were boosted by marked Increases in consumer
expenditure and imports. Receipts of customs duties,
excise duties and general sales tax were 59 per cent, 27 per
cent and 33 per cent, respectively, higher in the first three
quarters of the 1980/81 fiscal year than in the corresponding period of the preceding fiscal year.
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High rate of i ncrease in Exchequer issues
Issues to governmeflt departments from the Exchequer
Account increased by 17 per cent in 1980, as against a rise
of 19 per cent in 1979. !n the first quarter of 1980. i.e. the
last quarter of the 1979/80 fiscal year, issues were only 2
per cent higher tnan in the same quaner of 1979, and
actually declined in comparison with the fourth quarter of
1979. This indicated that by the end of the third quarter
of the fiscal year a substantial part of the funds appropriated for the fiscal year a5 a whole had already been spent .
With the commencement of the 1980/81 fiscal year in April
1980, issues resumed a higher rale of increase and during
the firs! three quarters of the 1980/81 fiscal year they were
22 per cent higher than in the corresponding period of the
preceding fiscal year, compared with an increase of 14 per
cent provided for in the Budget for Ihe fiscal year as a
whole. The pattern of I$SUes to government departments
repealed itself and by the efId of the third quarter o f the
fiscal year about 80 per cent of the expenditure amount
originallY appropriated by Parliament had already been
issued.
Apart from appropriations in the Additional
Budget .- the amoUllt \0 be issued during the last quarter of
the fiscal year, will , therefore, be notably smaller than Ihe
average for the preceding three quarters. The Additional
Budget, presented to Parliament on 19 February, provided
for additional expenditure of R578 million , or 4.4 per cent
of Ihe original estimate of expenditure, during the fiscal
year. Total expenditure , aher taking into account savings
of R94 million bv governmenl departments , is therefore
expected to increase by 19 per cent in the 1980/81 fiscal
year.

Exchequer Account
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Small Exchequer deficit
The deficit on the Exchequer Account, excluding borrowing and debt repayment. amounted to Rl 305 million in
the first three quaners of the 1980/81 liscal year, or R540
million less than in the corresponding period of the preceding fiscal year . This shonfall was financed entirely by
means of borrowing from the domestic non·banking sector.
Net borrOWing from the private non-banking sector and the
Public Debt Commissioners amounted to R816 million and
RS26 mill ion, respectively. In addition, the Exchequer's
net indebtedness to the monetary banking sector increased
by R79 million, but because of the seasonally large flow of
tax funds to the governmenl at the end of February and
the consequent increase in Exchequer deposits, the mane·
tary banking sector's net claims on the exchequCf are
expected to show an appreciable decline during the fiscal
year as a whole. Foreign debt totalling A11S million was,
however, repaid during the first nine months of the fiscal
year .
In the calendar year 1960 the deficit on the Exchequer
Account amounted to Rl 236 million. Net borrowing from
the private non-banking sector and the Public Debt Com·
missioners amounted to Rll50 million and R847 million,
reSPectively. At the same time, foreign debt of R239
million was repaid ilnd the Exchequer's net indebtedness to
the monetary bank-ing sector declined by R523 million.
Part of the latter decline resulted from a r ise of R72a
mill ion in Exchequer deposits, including Ihe balance on the
The latter increased by R750
Stabilization Account.
mill ion during 1980.
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Part Appropriation Bill
The Pan Appropriation Bill, which provides for the finan ·
cing of government expenditure from the beginning of the
new fiscal year on 1 April 1981 until such time as the main
BUdget for the 1981/82 fiscal year is approved. was pre·
sented to Parliament 01"1 16 February 1981. In presenting
the Bill the Minister of Finance stated that the policy of
exercising strici control over the Increase in government
expenditure will be cO'ltinued in the new fiscal year. In
addition. appropriate measures will be taken to curb the
rapid rise in the money supply, which has made the fjnan ·
cial situation increasingly conducive to general demand
inflation.
Although tax proposals will be postponed to Ihe lime
of the main Budget. tile Minister announced his intention
to raise the tax tllreshold and to streamline tax payment
procedures so as to reduce the number of tax returns which
have to be processed. An amount of R720 million was
provided for increased salaries and wages in the public
service. This increase will, on average, amount to 12 per
cent, but will incorporate vocational differentiation in
terms of which certain groups of employees will receive
higher percentage rises in their remuneration. Provision of
R88 million was also made for increased pensions. Including
a special bonus paymem to social pensioners.

Capital market
Sharp rise in fi xed ·i nterest security yields
Aher a distinct up ....ard !fend in yields on long·term fixedinterest securities had become evident in the second quarter
of 1980. a sharp rise in these yields occurred during the
second hall of the year. especially during the !ounh quarter. The main reasons for this increase appear to have been
a stronger demand for loanable funds, the risirlg rate of
inflation, the expectation that the monetary au thorities
would take steps to improve their control over the money
supply, and consequently investors' expectations of a rise in
long·term interest rates and a reluctance on their part to
commit funds to long-term investments.
The secondary·market yield on long· term government
stock declined from 9.32 per cent in December 1979 to
9,26 per cent in March 1980 before rising to 9.54 per cent
in June. 10.40 per cent in September and 11.81 per cent in
December. Similarly. the long·term yield on semiililt-edged
stock of the highest grade declined from 9,53 per cent to
9,42 per cent during the first quarter of 1980 before rising
to 10.01 per cent. 10.97 per cent and 12,20 per cent during
the subsequent three quarters. The yield on loan securities
of companies increased consistently throughout 1980, bu t
rose somewhat less than the yields on long· term gil t-edged
and semi-gilt-edged stock. In December 1980 the yield on
these company securities amounted to 13,03 per cent,
compared with 10.97 per cent in December 1979. In early
1981 . the yields 00 fixed ·interest securities increased
further and in the first half of February the yieldS on
long-term gih-edged and semi-gilt-edged stock and on
company loan securities amounted to 12,70 per cent. 13.15
per cent and 13,65 per cent, respectively.
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Public sector borrowers raised an amount of Rl 448
million by means of new issues of marketable securi ties in
the fixed-interest security market in 1980, as against R956
million in 1979, The central government, public corporations and local authorities raised amounts of R8 16 million,
R552 million and RBO million, respectively. in 1980. Net
new issues ;')f loan securities by companies amounted to
R596 milliOIl in 1980, compared with Rl 90 mill ion in
1979,
Upper turning point in share mark et activity and prices
The upward trend in share prices from abou t the middle o f
1977 was reversed towards the end of the third quarter of
1980, Share prices and stock exchange turnover declined
notably during the fourth quarter and the downward
movement continued during January 1981, The decline in
share prices coincided with the sharp increase in interest
rates and was also related to the fall in the price of gold,
Stock exchange turnover, as measured by the number of
shares traded, was 33 per cent lower in the fourth quarter
of 1980 than il') Ihe preceding quarter , but during the year
as a whole an increase of 41 per cent was recorded. Share
prices reached a peak in September 1980. when the comprehensive share price index (covering the prices of all
classes of shares) had increased by 277 per cent from the
most recent trough in June 1977 and by 52 per cent from
December 1979. During the last quarter of 1980 the index
declined by 13 per cent. but share prices were nevertheless,
on average still 33 per cent higher In December 1980 than a
year ago. Of the different classes of shares, mining shares
showed the highest price increase during 1980, mainly
because of a marked rise in gold mining share prices,
followed by financial shares and lastly by industrial and
commercial shares.
As a result of the decl ine in share prices during the
fourth quarter of 1980. the average dividend yield on all
classes of shares increased from 4.75 per cent in September
to 5,86 per cent in December. This increase raised the yield
level by 0.81 percentage points above the figure of 5,05 per
cent in December 1979, Notwithstanding the increase in
the average share '(ield during the fourth quarter of 1980,
the yield gap between long· term government stock and
shares, which had grown from 4.27 per cent in December
1979 to 5,65 per cent in September, widened further to 5,95
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per cent in December 1980. In September as welt as in De·
cember, the Yield gap was larger than the share yield itself.
New share capital raised by companies listed on the
Johannesburg Stock Exchange during 1980 amounted to
A486 million. This figure was well above the amount of
R294 miltion raised in 1979. but was comparatively small
in relation to the new fixed investment of the corporate
sector, The high level of savings generated within the
corporate seclor to a large extent obviated the need to raise
external capital for investment programmes.
Investors in unit trusts were encouraged by the sharp
rise in share prices during the first nine months of 1980 to
realise capital gains on their investments. Net repurchases

of A4 600 million, or R2 143 million more than in 1979.
were granted in 1980, while new mortgage loans of A4 19 1
million were actually paid out in the year.
The smaller inflow of funds to the societies towards
the end of 1980 induced them to slow down the granting of
new mortgage loans and, at the same time, to reduce their
outstanding commi tments in respect of new loans grante d
but not yet paid ou t. New mort gage loans granted in the
fourth quarter were about A220 million, or 17 per cent,
lower than in the third quarter and the societies' loan

of units by the trusts amounted to R50 mi llion during
1980, compared with R16 million in 1979. Despite this
outflow of funds, the market value of the trusts' net assets
increased from R585 million in December 1979 to R694
million in December 1980. Reflecting the increase in the
market value of net assets per unit, the average selling price
of units rose by 38 per cent during 1980, while the average
yield on units declined from 5,43 per cent in December
1979 to 4,67 per cent in December 1980,
Sharp rise' in holdings of longer-term funds with
f inancial institutions

A sharp rise in holdings of longer-term funds with depositreceiving and other savings institu tions was recorded In
1980, The rate of increase in these holdi ngs, however,
declined appreciably towards the end of 1980 and in early
19B1. Th is change was apparently due to a smaller intake
of corporate fixed deposits, a dwi ndling of the temporary
placement of funds with depoSit-receiving institutions bv
long-term institutional investors in anticipation of a further
increase in long· term interest rates, and a lower rate of
increase in savings by individuals that was related to the
sharp rise in consumer expendi ture.
Despite the slowdown in the inflow of new funds in
the last quarter of '980, holdings of longer-term funds with
the institutions concerned increased by a record amount of
almost R4400 million in 1980, compared with about
R3 130 million in 1979. Building societies recorded the
largest inflow of longer-term funds, followed by the bank·
ing institutions,
Participation mortgage bond schemes
recorded their first worthwhile inflow since 1976, indicating that there was a revival in the demand lor industrial
and commercial mortgage loans, The flow of funds to
government savings facili t ies was more or less maintained at
the level of the preceding year,
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High level of ac1ivity in mortgage and real esta1e markets
The SUbstantial amount of new funds invested with building
SOCieties, together wi th a considerably larger return flow of
funds in the form 01 capital repayments on existing mortgages, enabled the societies t o accommodate a strong
demand for mortgage loans in 1980. New mortgage loans
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commitments, which had risen from R880 million at the
end of 1979 to RI 803 million al Ihe end of November
1980, were reduced by A167 million during December, In
meeting the demand for mortgage loans and reducing their
loon commitments, the societies lowered their excess
holdings of presaibed investments from Al 074 million
at the end of August 1980 to A728 million at the end of
the year.
The increase in the building societies' deposit rates in
December 1980 led to the announcement in January of an
increase of ~ per cent in the home mortgage rales of the
societies. These rates now range from 9,75 - 11,75 per
cent. In February Ihe societies indicated that a further
increase in mortgage rates could occur in the course of
198 1.
In the real e5Ul1e market the value of transactions
reached a record level in 1980, representing an Increase of
B4 per cent above the level of transactions in 1979. After a
record turnover nad been reached in Ihe second quarter of
1980, the tempo of transactions slackened somewhat in the
third quarter but regained momentum in the fourth quar·
ter, It is expected, however, Ihat the current lower rate of
mortgage lending by the building societies and the existing
high level of property prices will have a lagged effect on
turnover in the real estate market,

And property market
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