Quarterly economic review

Summary and general comments
The present cyclical downswing In the economy was

clearly reHected in the behaviour of I(ey economic variables in the third quarter of 1982. Aeal domestic output
declined for the secon'd consecutive quarter and this

was accompanied by an increase in unemployment. At
the same time, real domestic demand. which had risen
10 a very high level in 1981, continued Its downward adjustment. This had the beneficial effect of slightly easing inflationary pressure and, through a decline in 1m·
ports. of dlmmishing the deficit on the current account

of the balance of payments. In the financial sphere. the
slow-down in the economy was evidenl in an easing of
the financial markets and a tu rn-around of the increase
in interest rates. All In all. the overheated economy of
lat8 1980 and most of 1981 was clearly in the process of
cooling down. In this respect, the current restrictive policy measu res aimed at contracting excessive monetary
demand, restoring balance of payments equilibrium and
redUCing IOflation, were beginning to achieve their objectives. However, with the inflation rate still unacceptably high, the current account of the balance of payments still in deficit, and a large amount o f short-term
foreign debt to be repaid, the adjustment process obviously will have to continue for the time being.
lower real agricultural outpu t, resulting from severe
drought conditions in the summer_crop areas, contributed significantly to the decline in real gross domestic
product in both the second and third quarters of 1982.
However. widespread declines in real output also occurred in the non-agricultural sectors of the economy.
Nevertheless, for 1982 as a whole, the real gross
domestic product of these sectors is expected to increase by about 1 per cent. OWing to a fairl y sharp projected decline In real agricultural ou tput, however, overall real gross domestic product is unlikely to show any
increase in 1982.
As part of the general economic slow-down, nonagricultural employment did not show any increase in
the first two quarters of 1982. Employment In the pnvate sector actually declined, but thiS decline was counterbalanced by iOcreased employment in the public sector. Static employment levels and the natural growth of
the labour force inevitably resulted in higher unemployment .
The further decline in real gross domestic expenditure in the third quarter reflected lower levels of private
consu mpt ion expenditure on durable and semi-durable
goods, government consumption expenditure and
fi xed investment. Real inventories continued to show a
small increase, most of which apparently consisted of
an Involuntary addition 10 stocks that was caused by the
fall in demand.

Upward demand pressure on pflces abated somewhat from the beginning of the third quarter. The increase in production as well as consumer prices decel·
erated slightly and this change was eVident in most
components of the production and consumer prcce Indices. Owcng to this underlying downward tendency, the
Increase in the general sales tax from 5 to 6 per cent
from 1 September caused only a marginal increase in
the comsumer price index. Despite the deceleration in
the rate of increase in prices, consumer prices were on
average still 14,3 per cent higher in October 1982 than
In the corresponding month of 1981 .
The slow-down in domestic expenditure had a more
pronounced effect on imports. In the third quarter
the value of imports declined substantially and.
supplemented by a lairly sharp rise in the gold price and,
therefore, in the value of the ne t gold output, this
caused a considerably smaller deficit on the curren! ac·
count of the balance of payments. Despite thiS Improvement, the current account is expected to remain
en deficit for the time being because of the adverse effect on South African exports of the continuing recession in the Industrial countries. Against this background,
South Africa entered into an agreement with the International Monetary Fund, in term s of which South Africa
will, subject to certain conditions, be en titled to draw an
amoun! of R1 ,2 billion.
Not only the current account, but also the capital ae-count of the balance of payments improved in the third
quarter. ThiS resulted in a rise in total net gold and other
foreign reserves, the first quarterly increase since the
third quarter of 1980. Reacting to a more favourable
overall balance of payments, the weighted average
value of the rand in terms of other currencies rose
Slightly from the beginning of the third quarter.
The increase in the net foreign reserves had an expansionary effect on the money supply In the third quarter. In addition, the measured money supply was enflated by a large expansion of bank credit to the private
sector. Reflecting alternating periods of "disintermedi·
ation" and " re-Intermediation", this form of credit for
some time now has shown Wide quarterly fluctuations
which have caused equally sharp vanations in the measured money supply. The process of reintermediation
recurred in the third quarter and the growth in the
money supply, which had slowed down conSiderably
dunng the second quarter, showed a renewed moderate acceleration. Nevertheless, the seasonally adjusted
annual rate of increase of '9 per cent in the broad
money supply dUTIng the first nine months of 1982 was
appreciably lower than the increase of 25 per cent durIng 1981 .
In contrast with the slow-down in real economic actIVity, financial activity remained fairly buoyant. Turn-

,

over In the fixed-interest secunty market reached a new
record, share turnover and prices rebounded strongly
from low levels in June this year and transactions In the
real estate market remained at a high level, Increased
actIvity In these markets stemmed mainly from expectatIons that fIxed-interest security yields were at cyclical peaks ; the dectine in interest rates abroad and the increase in the gold price, together with their effect on
domestic Interest rate expec tations; and the large institutional investors' ample availability of funds for investment. Reflecting an increased supply relative to the
demand for funds. long-term security yields declined
sharply during the third quarter and October, while Important short-term interest rates followed a similar
course despite temporary periods of considerable tightness in the money market.
Fairly large Increases in Exchequer issues and receipts in the third quarter kept the rates of Increase In
boto issues and receipts in the first half of the 1982183
fiscal year well above the Budget estimates for the full
year. The net result was a deficit before borrowing on
the Exchequer Account that, at an annual rate, was appreciably larger than the Budget estimate. However,
consldenng the addlllOnal Yield of the general sales tax,
the expected con tinuation of a relatively high rate of increase in other revenue, and an anticIpated slow-down
of the Increase in government expenditure, the actual
deficit for the fiscal year as a whole is not expected to
exceed the anginal Budget estim ate. In financing the
Exchequer Account deficit, the Government was highly
successful in borrowing funds from the private nonbanking sector. ThiS borrowing took the form mainly of
tender Issues of new government stock and substantial sales by the Reserve Bank of new government
stock obtained on tap from the Treasury. Successful
borrowing from the private non·banking sector enabled
the Government to reduce considerably its net indebtedness to the monetary banking sector and, In thIS way,
to assist in slowing down the growth of the money
supply.

Domestic: ec:onomic: ac:tiyjty·
Further dectine in real gross domestic product
Reflecting the current cyclical downswIng in economiC
activIty from the fourth quarter of 1981, real gross
domestic product declined moderately further in the
third quarter of 1982 . ThiS decrease farrowed upon a
rather sharp fall in the second quarter and little change
in tho first quartor. W,th the notable exception of increases in the real product of gold mining and general
government, the real value added by the other sectors
of the economy declined In the third quarter. Real agflcultural output decreased on account of severe
drought conditions in summer crop areas. The decline
In the real product of the secondary and tertiary sectors
was related to the appreciable decrease in total real
gross domestIC expenditu re from the second quarter.
With national accounts statistics now available for
three quarters, It would appear that little. if any. growth
In real gross domestic product can be expected for the
calendar year 1982. Excluding an anticIpated decrease
of 10 per cent In agricultural production. however, the
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aggregate real product of the non-agricultural sectors IS
expected to show an Increase of about 1 per cent in
1982 as a whole.
At current prices, gross domestic product rose moderately further In the third quarter. In terms of its factor
cost components, remuneration of employees continued to Increase, albeit at a lower rate. but gross
operating surplus, reflecting mainly lower profits. declined for the third consecutive quarter. Although this
decrease in the first three quallers of 1982 was largely
due to lower agricultural Income. the gross operating
surplus of Important sectors such as non-gold mining.
manufactunng and commerce Increased only marginally in this period . During the first three quaners of
'982, total remuneration of employees and aggregate
gross operating surplus were respectively 19 per cent
and l1h per cent higher than 10 the corresponding
period of 1981 .
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Downw ard trend in real gross dom est ic expend iture
The rest fictive policy measures taken by the authorities
to curb excessive domestic demand, together with
natural market forces. had the desired effect of bringing
about an actual decline in real gross domestic expenditure In both the second and third quarters of 1982. In the
first three quarters of 1982, real gross domestic expenditure was about 3 1h per cent lower than in the corresponding period of 1981 . The fullher decline In the third
quarter was largely attflbutable to decreases In gross
domestic fixed Investment and government consumption expenditure, with private consumption expenditure and Inventory investment showing almost no
change. At current prices. gross domestic expenditure
exceeded gross national product by a substantlatly
smaller amount than in either the first or the second
quaners. By definition this was reflected in a decline in
the deficit on the current account of the balance of payments .
After haVing declined moderately In the first quarter,
real private consumption expenditure remained more
or less constant In the second and third quarters.
Nevertheless. in the first three quallers of 1982, realpflvate consumption expendit ure was still about 3 per
cent higher than in the corresponding period of 198 1.
However, if the trend during the first three quarters continues, a somewhat lower increase may be expected
for the year as a whole.
Owing to their cyclical sensitivity. real outlays on dur~
able goods declined uninterruptedly in the first three
quarters of 1982. In the third quarter. the level of this expendlture was already 5'12 per cent lower than the most
recent peak in the foullh quaner of 1981 . Real outlays
on semidurable goods fluctuated QUite markedly in the
first three quarters of 1982, but in general tended tode~
cline from the high level reached In the fourth quarter of
1981 . Reflecting its more essential nature. real expendi·
ture on non-durable goods and on services increased
steadily during the first three quarters of 1982.
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Real government consumption expenditure has fluctuated around a moderately rising trend since the beginning of 1981 . In the first three quaners of 1982. aggregate outlays by general government on goods and services of a non-capltal nature were about 3'12 per cent
higher than In the corresponding period of 1981. Real
salaries and wages, largely reflecting increased
employment by general government , rose by 1112 per
cent in this period, and ou tlays on goods and other services by 41/2 per cent .
Total real gross domestic fixed investment started to
decline In the second quarter of 1982, and the down7

swing gathered considerable momentum in the third
quarte r. Nevertheless, the level of total real fixed capital
outlays m the first three quarters of 1982 was stitll 1/2
per cent higher than In the corresponding penod of
1981 . For the year as a whole. however, little Increase,
if any, is e+<pected.
The widespread decline recorded in real pnvate fixed
investment in the second quarter continued in the third
quarter. Particularly sharp decreases were recorded in
agriculture, mining. manufacturing and private transport . Despite the decline in real gross fixed investment
by private manufacturing, real net investment was stilt
positive. This meant that additional production capacity
was still being creat~d at a time when domesticproduclIOn was already diminishing. Reflecting this furtl-er addition to production capacity, the utilisation of capacity
in total manufacturing amounted to 86 1/2 per cent in the
third quarter, compared with 88 per cent in the preceding quarter and a peak. of 90 per cent a year ago. Fol1owing upon an increase In the second quarter, real fi xed investment by public authorities declined in the third
quarter, reflecting largely a decrease In capital outlays
by the South African Transport Services. In contrast,
real fixed Investment of public corporations showed a
moderately rising trend from the firs t quarter, mainly as
a result of increased outlays by Escom.
The net addition to total real inventories, which had
amounted to no less than A2 billion in 1981, declined
substantially in the course of 1982 to a level of only
R285 million (at a seasonally adjusted annual rate) in the
third quarter of 1982. As in the preceding quarter, there
was apparently again an Involuntary addition to Inventories in the third quarter because of the mability of imports and domestic production to adJust timeously to
the slow-down in demand. Stocks of the motor trade,

Non-agricultural sectors! Real non-strat egic inventories as
percentage of real gross domestic product
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for example, continued toshow an appreciable increase
in the third quarter. Wholesale inventories, however,
declined notably. The other major classes of stocks
showed little change or increased only marginally. The
ratio of real inventories (excluding strategic and agricultural stocks) to the comparable real gross domestic product increased to 38 1/2 per cent in the third quarter. its
highest level in almost six years . Judged by short-term
surveys and company reports, the majority of
businessmen would seem to regard the existing level
of stocks as too high in relation to expected future
sales . It is expected. therefore, that Industrial and commercial inventories will decline in the near future.
In crease in gross domestic savi ng
At a seasonally adjusted annual rate, gross domestic
saving increased steadily from a low level of R18 billion
in the first quarter of 1982 to R19 bil1ion in the second
quarter and further to R22 billion in the third quarter. As
a ratio of gross domestic product. gross domestic saving amounted to 27'12 per cent in the third quarter, compared :""ith a low of 23 1h per cent in the first quarter.Despite the sharp increase in the third quarter, gross
domestic saving was still insufficient to finance even
the lower total fixed and inventory investment, and
foreign funds had to be used to finance the shortfall.
General government saving and prOVIsion for depreciation increased In the third quarter. A partly offsetting
decline was recorded in personal saving, with corporate
saving showing little change . The sharp rise In general
government saving emanated from a rise in current income and a decline in cu rrenl expenditure. Corporate
saving remained more or less unchanged, notwithstanding an incredse in the saving of gold mining on
account of the higher gold price. The moderately lower
level of personal savmg, despite a lower rate of increase
in consumption expenditure at current prices, was related to the decline in agricultural income, increased income tax payments and a lower rate of increase in
salaries and wages . As a ratio of personal disposable income. personal saving averaged only 4'12 per cent in
the first three quarters of 1982, which was substantially
lower than the long-term average of about 10 per cent.
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Levelling-off in employment growth
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As In the first quarter of 1982, non-agricultural employment showed virtually no growth in the second quarter.
The employment level in the first half of 1982 was only
1,4 per cent higher than m the corresponding penod of
'981 , compared with an increase of 2,9 percent In 1981
as a whole. As is customary durmg periods of economic
downsw+j1g, employment ill the pubhc sector continued to flse during the first and second quarters of
1982, namely at seasonally adjusted annual rates of '.7
per cent and 5.6 per cent. respectively. The fairly sharp
rise In the second quarter reflected increased employment by the Central Government, provincial administra-
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Mns, agricultural control boards and the electricity supply sector Increased pubhc-sector employment In the
first and second.quaners of 1982 was, however, counterbalanced by seasonally adjusted annual rates of decline of 0.7 per cent and 1,4 percent, respectively. In pri·
vate-sector employment . Lower employment in manu facturing and non-gold mining In the first quaner was
followed by declines In empJoyment In mining as a
whole. and also in manufacturing, construction af"\d
trade In the second quaner
The slackening of the demand for labour In the private
sector was also reflected In a decline in ordinary and
ovenime hours worked in manufactunng and construction In the first seven months of 1982. In addition, the
seasonally adjusted number of registered unemployed
Whites. Coloureds and ASians rose from 15336 in December 1981 to 18 123 In June and sharply fun her to
28313 in October 1982.
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cent and 3,5 per cent. respectively. higher In the first
half of 1982 than in the corresponding pened of 1981 . In
1981 nominal salanes and wages per worker rose by
20,5 per cent and in real terms the IOcrease amounted
to 4,6 per cent. As a result of a lower ra!e of IOcrease in
labour productivity and the continuation of a high rate of
increase in remuneration per worker. labour cost per
unltol production in the non-agncultural sectors rose by
18,8 per cent in the first half of 1982, compared w ith the
corresponding penod in 1981. ThiS IOcrease fol1owed
upon an already sharp flse of 18.1 per cent in 1981
Percentage change in salaries and wages per worker in
the non-agricultural sectors of the economy

Whltss
At current prices , ............. .
AI constant pnces ............ ...

1981

First half
of 1982'

21 .8

17.8

5,7

2.1

20.5
2.9

21 ,2

20.5

19.4
3.5

Non-Whiles
At curren! prices ........... .
At constant pnces ... .... ..
All population groups
At current prices ...... ..
At constant prices ... .
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6.3

Compared w,th the corresponding penod 01 the precedIng year

Slow·down of price increases
Sl ig htly lowe r rate of increase in sa lari es and wa g es
Nominal and real salaries and wages per worker in the
non-agricultural sectors of the economy were 19,4 per

In the third quaner. consumer prices were beginning to
reflect the cyclical downturn In the economy. Compared With the corresponding momh in 1981. the 10-
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crease In consumer prices slowed down from 16,0 per
cent in June 1982 to 13,9 per cent In August. be;ore accelerating slightly to 14,3 percent In October. This moderate rise was largely due to the increase in the general
sales tax rate from 5 to 6 per cent from the beginning of
September. All the major items in the consumer price
index showed lower rates of increase in the third quarter than In the preceding quarter, with the exception of
the prices of dairy products and housing costs In the
form of rent and water and electricity tanffs _ Despite
the slow-down In consumer price Increases, these
pnces were on average still 14,9 per cent higher In the
first ten months of 1982 than in the corresponding
peflod of 1981.
In terms of changes over a twelve-month period, the
Increase In production prices decelerated from 14,6 per
cent In June 1982 to 13,5 per cent in September. This
deceleration occurred despite a sharp rise in the pflces
of Imported goods In August. in particular in the prices
of metal products, machinery and transport and sCientific equipment . The rate of Increase In domestically
produced goods, however, decelerated continuously
dUring the third quarter. In the first mne months of 1982,
production prices were on average 13,8 per cent higher
than in the corresponding period of 1981 ,

10

A substantially reduced defiCit was recorded on the current account of the balance of payments in the third
quarter of 1982. At a seasonally adjusted annual rate,
the deficit declined from R6 890 million in the first quarter to A5400 million in the second quarter and only
A940 million in the third quarter . The actual deficit in the
third quarter amounted to A291 million, which brought
the total for the first nine months of 1982 to A3 034 milhan. A sharp rise in the value of the net gold output, reflecting a conSiderably higher gold p"ce, a substantial
decline In Imports, and a moderate Increase in merchandise exports were responsible for the much smaller deficit in the third quarter. In contrast to these favourable
developments, there was an appreciable increase In net
service and transfer payments to foreigners.
The moderate increase in merchandise exports in the
third quarter occurred despite a slight rise 10 the effective exchange rate of the rand. In the first two quarters
of 1982 the increase in the value 01 exports reflected
mainly the effect of the depreciation of the rand on export prices , In the first nine months of 1982 the volume
of exports was still slightly below that in the corresponding period of 1981
The substantial Increase 10 the value of the net gold
output in the third quarter resulted mainly from the
sharp rise in the gold price, but also from an increase in
volume. The latter was partly due to the mining of
higher grade ore. On the London market the price of
gold rose from an average of US $333 per fine ounce in
the second quarter to an average of US $380 per fine
ounce in the third quarter, or by 14 percent . Because of
the further depreciation of the rand against the US dollar, the corresponding rand price of gold increased by ai-

Balance on current account
12000
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Current eccount of the balance of payme nts

Merchandise Imports

Seasonally adiusted annual rate
A millions

Am""'"

1982
1st gl r, 2nd 9tr.
Merchandise exports................. 9660
10040
Net gold outpul.. .. .................. .... 6970
7080
Merchandise impons ....... .. ....... -20 070 - 19 270
Net service and transfer
payments ................................. -3 450 - 3 250

Deficit on current account...... -6890

-5400

3rd qtr.
10370
9480
-16 770

-4 020
-940

most 22 percent from the second to the third quarter. In
October the gold price averaged US $422 per fine
ounce, which brought the average for the first ten
months of 1982 to US $365 per fine ounce . This was
stJII considerably below the average of US $460 per fine
ounce in 1981. tn terms of rand, the average gold price
per fine ounce in the first ten months of 1982 amounted
to R395, compared with R400 in 1981 .
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Although the volume 01 imports had begun its cyclical
downturn In the third quarter of 1981, the value of imports only began to decrease in the second quarter of
1982 and then declined more rapidly in the third quarter.
This was entirely due to a sharp decline In the Import
volume since import prices In terms of rand contmued
to rise 10 this quarter. Dechnes were most prominent In
Imports of mineral products and transport eqUipment.
Net service and transfer payments to foreigners
were the only major current account Item which did not
contribute to the smaller deficit 10 the third quarter. In
particular, service payments increased substantially, reflecting a sharp rise irJ interest payments on foreign
loans and continuing large dividend payments on foreigners' Investment in South Afnca.
Large net capital inflow
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A net capital inflow amounting to R979 million. excluding changes in liabilities related to reserves, was recorded in the third quarter. In the first nine months of
1982 the net capital inflow amounted to Rl 554 million .
In contrast with the first two quarters of the year, when
there was a sizeable net inflow of long-term capital but
either a net outflow or only a small net inflow of short·
term caplta1. a considerable net Inflow of short-term
capital occurred In the third quarter. Apparently the
short-term capital inflows consisted mostly of trade cre11

Net capital movements
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dits arranged abroad in response to the relatively higher
short-term interest rates in South Africa and expectations that the rand would not depreciate significantly
further against other currencies. These expectations
encouraged some importers not to take out forward exchange cover, but to take full advantage of the interest
rate differentials between South Africa and other countries. At the same time, these expectations and the

Net capital movements
A millions

1982
1st qtr.

2nd qtr.

3rd qtr.

J an. to Sept.

298
47
242
587

318
70
158
546

201
112
143
456

817
543
1589

-600

42

523

-35

-13

588

979

1554

long -term capital
Central government and banking sector ..
... .. ....... .... ..... ..
Public corporations and local authorities .. .................. ...

Private sector............
..... .. .... ... ... ..... .. .
Total... . ..............
..... .. ..... .. .. .. .......... ... .. ...... ... .
Snort-term capital. excluding liabilities related 10 reserves
but including errors and omissions ... .... .. .... ... .... .

Total net capital movements ...... ,' .......... , ..... ,', ........ " ......... .
12

229

higher domestic Interest rates provided an Inducement
to exponers to speed up the repatrta tlon of export proceeds, Apart from the short-term capital inflow, there
was also an appreciable net mflow of long-term capital
in the third quarter As In the precedmg two quarters,
thiS capital mflow consisted mainly of loans obtained by
the pubhc sector, but also of a moderate net mflow of
funds to the private sector,
Increase in fo reign reserv es
Balance of payments transactions caused lotal ner gold
and other foreign reserves to Increase by A6BS million
durtng the third quarter, the first quarte rly increase since the third quarter of 19S0. The Reserve Bank and
other banking InstitutionS reduced their liabilities related
to reserves by Al 342 million. Despite thiS reduction.
lotal gross gold and other foreign reserves increased by
A486 million dUring the third quarter to a level of A4 323

Changes In net foreign reserves and liabilities
related to reserves
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million at the end of September. The valuation of the
gold reserves at a higher pnce was a major reason for
the mcrease m the gross foreign reserves .
More stable exchang e rates from middle of 1982
The effectIVe exchange rate of the commercial rand,
which had declined by 10 per cent dUring the first half of
1982 and by 22 per cent durtng the eighteen months to
June 1982, increased by 1 per cent during the four
monlhs July 10 October 1982. Between the end of
October ana 26 November it rose by a further 3 1h per
cent. As shown in the accompanying table, the rand
appreciated against all the major currenCies. except the
US dollar. during the four months to October. Between
the end of , 980 and the end of October 1982 the effective exchange rate of the commercial rand decreased
by 21 1h per cent, while the rand depredated by 36 per
cent against the US dollar.
The fmanClal rand depreciated by 4 per cent against
the US doliar during the first half of 1982 and by a further
6 per cent dUring the third quarter. During October,
however, It appreciated slightly by 2 per cent. At the
end of October the cumulative depreciation of Ihe finanCial rand from the end of 1980 amounted to 21 percent.
The financial rand discount narrowed sharply in the
course o f 1982, namely from 25,5 per cent at the end of
January to 9,3 per cent at the end of July, before it !ncreased again to 13,8 per cent at the end of October.

Exchange rates of the commercial rand
Percentage change

30 June 31 Dec,
1982 to 1981 to
31 Oct. 31 Oct .
1982
1982
0,8
-9.0
Eff ective exchange rale .......... .
-1a,0
US dollar .................................. . -2,2
1,7
-6,7
Bntlsh poul1Cl ............ ,.......... ..
- 7,0
2,1
German mark ............................ .
3,2
0,6
Swiss I rane .............................
6,7
3,5
Japanese yen ......... ..
4,1
4,1
French franc ........................... ..

..

"ro

31 Dec,
1980 to

31 Oct.
1982
-21,6
-36,2
-9,2
-16,9

-20,5
-12,9
1,7
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Money and banking

Acceleration in money supply growth
The growth of the money supply. which has shown
sharp quarterly fluctuations during recent years. accelerated notably during the thi rd quarter of 1982. At a seasonally adjusted annual rate. the increase in M2. which
had declined from 41 per cent In the first quarter to 4 per
cent in the second quarter. accelerated to 14 per cent in
the third quarter. During the first nine months of 19B2
M2 and Ml increased at seasonally adjusted annual
rates of 19 and 23 pet cent. respectively. compared
wi th growth rates of 25 and 34 per cent. respectively.
du ring 19B1 as a whole.

Changes in broadly defined money supply 1M2)
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Causes of changes in M2
A millions
Not seasonally adjusted
1982
1st gtr.
Net gold and other foreign reserves ..................................... .. -1349

2nd gtr.

-819

688

58'

-'- 733
68

507
60'
107
128
527
73

-901
1 112
-614

Claims on government sector :
Gross claims .................................................................. ,.............. '
Governmenl deposils (increase-. decrease+) . . ...... ...... _.... .

Net claims ......... .......... .... .................................... ... ,... .
Claims on private sector .
...... ....................... ..
long-term deposits (increase-, decrease+) .......... ...... .
Net other assets
................................. ........ .

Total causes of changes in : M2 ...... ............................ ..... .
MI ...... .... .................................. .

14

-92

-1 124
- 121 6
2062
72
1312
88'

626

3rd glr.

-82

630
9'5
721

Seasonally adjusted
1982
1st qlr.
-1301

--477
1969
172

1765
1 117

2nd qlr.

3rd qtr.

--495

368

68
387
278

-789
1 174

225

7'3

-139

-773
872

Causes of changes in M2
The renewed acceleration in the growth of M21seasonally adjusted) du ring the third quarter was "caused" by
a substant ial further extension of bank credit to the private sector and a sizeable Increase in the net gold and
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Claims of the monetary banking sector on the private
sector mcreased at a seasonally adjusted annual rate of
21 per cen l during the third quarter, compared with 7
per cent du ring the second and 41 per cent du ring the
first quarter of 1982 . The comparable rate of Increase
dUring the first nine months of 1982 amounted to 22 per
cent, which was substantially lower than the Increase
of 35 per cent dunng 19B1 as a whClle .
As shown in the accompanying table, an appreciable
part of the increase in bank credit to the private sector
dUring the th ild Quarter consisted o f a further expansion
of hire-purchase credit and leaSing finance extended by
commercial. merchant and general banks. In addItIon,
these banks' "other " loans and advances, mainly personal loans and utilised overdraft faCilities, rose conSiderably during the third Quarter. To some extent the
increase in these banks' credit extension to the p rivate

0

-

other foreign reserves of the monetary banking sector,
In addition, there was a notable increase in this sector's
net other assets, the la rger part of which consisted of
losses on forward exchange contracts administered by
the Reserve Bank on behalf of the Government. A contractionary influence was exerted on M2 by a decline In
net bank credit to the government sector (excluding forward exchange losses) and an Increase in long-term deposits of the private sector w ith monetary bankmg institutions.
As mentioned above, the Increase m the monetary
bankmg sector's net foreign reserves was largely due to
an Improvement In the overall balance of payments,
which enabled the banks to make repaymen ts on shortterm foreign loans ranking as liabilities related to reserves. Net bank cred.t to the government sector declined mostly as a result of an mcrease 10 government
depoSits that was related to large-scale sales of new
government stock by the Reserve Bank. Long-term dePOSitS, which had declined dUring both the first and second quarters of 1982, increased In antiCipat ion of a prospeCtive decline In long-term deposit rates.
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Changes in monetary banking sector's claims on the
private sector
Not seasonally adjusted
R millions
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1st Qll, 2nd 9tr. 3rd qtr.
Reserve Bank, NFC and
discount houses ........................ -93
185
BO
Land Bank .,..... " .. ".,
- 53
121
-33
Other monetary banks :
Deposits and investments .... .
BO
236
-1 9 1
Bills discounted ....... .. ....
318
105
- 66
Hire-purchase credit .... .......... 349
323
428
LeaSing finance ........
252
110
203
Other loans and advances .... 1209
~76
691
Total ................. "" .. ............ "" ... 2062
604 1 112
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the end of August. before rising to 2.4 per cent at the
end 01 September. The banking institutions' required
liquid assets declined by R63 million during July and August and, after the lowering 01 the liquid asset requirements. by R634 million dUring September. Actual liquid
asset holdings declined by R538 million dUring the th ird
quarter, mainly because of a decline 10 net bank credit to
the government sector resulting from a large increase
In government depOSits.
The lowering of the financial requ irements for banking Institutions consisted. 10 the case of banks with assets in excess of R800 million. of the reduction of the
supplementary mmimum reserve balances which they
are reqUired to hold with the Reserve Bank against their
short and medium-term liabilities to the public from 4 to
nil percent and from 3 to 2 percent, respectively. At the
same time, their required liquid asset holdings. which
by definition include their balances with the Reserve
Bank. were reduced from 58 to 54 per cent in the case
of short-term liabilities, and from 35 t034 percent in the
case of medium· term liabilities . In the case of all other
banking Institutions, the supplementary minimum reserve balances which they have to hold with the Reserve Bank against thelf short and medium-term
liabilities to the public were also reduced from 4 to nil
per cent and from 3 to 2 per cent. respectively. In addItion. their required balances with the National Finance
Corporation were reduced from 3 to 2 per cent of their
medium-term liabilities to the public . Their Iota I liquid
asset requirements, however. remained unchanged.
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sector was related to the re-mtermediation of credit arranged previously outside the bankmg system.
Increased bank liqu idity
Bank holdings of liquid assets in excess of the legally reqUired minimum remained at a low level during July and
August. but increased notably after a reduction in the
cash reserve and liqUid asset requirements for banking
institutions on 27 September. The ratio of surplus liquid
assets to liabilities to the public dedned slightly from
1.9 per cent at the end of June 1982 to 1.8 per cent at

"

After relatively easy conditions had prevailed 10 the
money market during July and most of August 1982,
the market tightened sharply over the August monthend owing to large lax payments and extensive openmarket sales of government securities by the Reserve
Bank. Market conditions rema ined tight during September because of a low level of government spendIng,
repayments of foreign loans by banking institu tions
and. during the early part of the month, further openmarket sales of government stock by the Reserve
Bank. However, the reduction In the financial requirements for bankIng institutions. which was aimed at allevlaung the tightness of the market and preventJng
undue further upward pressure on short-term Interest
rates. released a fairly large amount of cash reserves.
As a result, the market eased s'gmf,cantly over the September month-end.
During October the market agam tightened considerably, mainly oWing to further repayments on foreign
loans by banking Institutions, a relatively low level of
government expenditure, and the Issue of new government stock on 15 October. In order to prevent unduly
tight conditions over the month·end. the Reserve Bank
entered into repurchase agreements with bankIOg institutions and discount houses on 28 October, In terms
of which bankers' acceptances and Land Bank bills
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The rate on three-month bankers' acceptances reached
17,35 per cent on 24 September and stood at 15.00 per
cent on 26 November. On these two dates the Treasury
bill tender rate amounted to 16.35 per cent and 14,57
per cent, respectively. Some wholesale deposit rates
declined slightly during the period from September to
November. while rates on smaller amounts decreased
somewhat only in November. The prime overdraft rates
of the commercial banks were reduced from 20 to 19
per cent on 1 November and further to 18 per cent from
22 to 25 November.

,..,

amounting to R250 million were purchased by. the
Bank . These securities were repurchased by the institutions concerned on 2 November. Towards the end of
October the Reserve Bank also dIscounted Land Bank
bills amounting to R200 million as a further means of
temporary assistance to the market . This transaction
was reversed on 4 November. Despite these arrangements, the market remained fairly tight over the October month-end and was also relatively short of funds
during November.
Reserve Bank accommodation to the discount
houses increased to Rl 027 mlltion at the endof August
and a peak of Rl 163 million on4 September. After the
lowering of the cash reserve requirements for banks.
the accommodation declined to R584 million at the end
of September . At the end of October, following the Reserve Bank's assistance to the market, the discount
houses were accommodated to the amount of R572
million . Although the amount of accommodation declined subsequently, the discount houses remained indebted to the Bank .
Money market interest rates declined during the first
three weeks of August. but resumed an upward course
towards the end of the month and peaked before the reduction in the banks' liquid asset requirements. Subsequentty, these rates fluctuated sharply downwards.

Direct borrowing by the Central Government continued
to be supplemented during the third quarter by tne Reserve Bank's extenSive sales of new government
stock. The Bank either obtained new stock on tap or
through subscriptions to new issues from the Treasury.
In addition, the Bank purchased existing stock. mainly
from the Public Debt Commissioners, for resale in the
market . Owing to a severe shortage of funds 10 the
money market, the Reserve Bank's sales of government stock were temporarily suspended during the
second half of September. In October, however. these
sales were resumed. but on a smaller scale. Apart from
government stock sales, the Bank also sold Treasury
bills totall ing R51 million In the market . These bills were
purchased from the NallOnal Finance Corporation . Details of the Reserve Bank' s transactions in government
stock are shown in the accompanying table .

Transactions in government stock bV Reserve Bank
R millions
1982
July to
Oct. and
Sept.
Nov.
Acquisitions
Subscriplions ...._.......... ,.......... ,.... ..
146
Tap Issues ....................... .. ............
720
180
Purchases .............
........ ,..._,. _-"~6~5_ _ _~3'-_
Total ........... .. .................... .. ... ... ... .... _ .!.,!!03~1!...._ _ '!!a,,3'-Disposals
Redemplions ... .. ....................
90
Sales ........... ....... .. ,................ .
1 149
209
Total .......................... .. .... .
1239
209
Net disposals by Reserve Bank .... .. ..
20a
26
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Government financ e
Exchequer* issues and receipts
Exchequer issues and receipts in the first half of the
1982/83 fiscal year, i.e. the period April to September
1982, both increased at rates that were well in excess
of the Budget estimates for the fiscal year as a whole.
Compared with the first half of the preceding fiscal year,
the increase in issues amounted to 16,6 per cent and
that in receipts to 17,2 per cent. The Budget provided
for rates of increase of 11,5 and 11.0 per cent in issues
and receipts, respectively, in the lull fiscal year. As in
immediately preceding years, the growth in issues is
likely to slow down somewhat dUTlng t he second half of
the fiscal year. Having regard to expenditure likely to be
provided for in the Additional Budget. however, the rate
of growth in government expenditure in the full fiscal
year will probably still exceed the original Budgel estima te by a substantial margin . On the other hand, receipts may continue to rise at a fairly high rate because
of the effect of the higher rand gold price on revenue receipts from gold mining companies and the further increase in the general sales tax from 5 to 6 percent from
1 September.
As shown in the accompanying table, the higher than
anticipated receipts applied to most of the main revenue components. For example, revenue collections
from gold mining compames, income tax payments by
individuals, and customs and excise duty receipts were
considerably above Budget estimates. Income tax receipts from companies other than gold mines and general sales tax collections, however, conformed more
closely to Budget estimates.

• The Exchequer Account!s adjusted for changes in the balance OIl
th e Paymaster-Geneml Account

Exchequer Account
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Financing of t he Excheq uer deficit
The deficit on the Exchequer Account, excluding borrowing and debt repayment, amounted to Rl 514 million in the first half of the 1982/83 fiscal year. At an annual rate, the deficit exceeded the Budget figure of
R2 380 million for the fiscal year as a whole by a con-

State Revenue Fund - Revenue collections
1982/83 Budget

Indirect taxes 1
Customs dulies) ................. , ........ , ...................................... .
........... _....................... ..
Excise duties ...
General sales tax .. . .........................
. ............... ... .

R millions

Perce ntage
change'

1470
1634
3170
6274
1005

24
9
50
31
-53
23
9

Actual collections
April-Sept.
1982
Percentage
R millions
change"

859
771

1480

66
17

54
TotaL...........
......
.. ......... ..
46
3116
Income tax and lease payments by gold mines
701
-42
Other income tax payments ..................... ..
7845
3704
30
Other collections .,.............. ,...... ,.... ... ................ , .... .
1548
805
6
Sub-total ......... , ................ , ..... ... , .......... , ............. , ...... .
16772
8406
11
19
914
Less transfers to neighbounng countries ........... , ................. "_ _-,-"-''--_
_ _--''''-_
_ _ _-''''''-_
453 _ _ _-'''''---_
25
65
Total revenue collections

15858

I.

1953
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, Compared Wllh actual collections dunng the 1981182 fiscal vear.
Including amounlS transferable 10 neighbouring coun tries," l erms of Cus toms Union Agreements and \0 the Central Revenue Fund of
Soulh Wes l Africa.
l IncludlrtQ surcharge OIl Imports .
• Compared with col!ecliOns during the penod April 10 September \981
I
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siderable margin . However, considering the additional
yield of the genera l sales tax, the expected continuation
of a relatively high rate of inc rease in other revenue, and
an anticipated slow-down of the increase in issues in
the second half of the fiscal year. the deficit in the fiscal
year as a whole should not exceed the original Budget
estima te.
Successful borrowing from the pnvate non-banking
sector. either directly by means of new issues of
government securities or 'indlrectly through sales of
new government stock by the Reserve Bank. obviated
the need to use bank credit In the financing of the deficI t. The Exchequer's net Indebtedness to the monetary banking sector in fact declined appreciably during
the f irst half of the fiscal year. The different sources of
,inance utilised during thiS period were the following :

Exchequer Account deficit a nd financing

"''''
'200

0

Rnancing
Change in net indebtedness to :

..
..

"'"
,

R millions

T

Priyate non-banking seclor

I

12'"

Public Debt Commissioners ................. ..
Private non-banking sector .................... .
Foreign sector ........................................ .
Monetary banking sector ...................... ..

335
1843
208
- 872

Total ................................... ....... .

1 514

Government stock issues
0

DUring the first half of the current fiscal year the Treasury's new stock issues. excluding Issues to the Public
Debt Commissioners. totalled R2 320 milhon. Tak.lng
redemptions of R564 m illion into account, net new issues of government stock amounted to At 756 million,
more than twice the amount of AeOO million proposed
In the Budget for the fiscal year as a whole. An important part of these new issues consisted of the Reserve
Bank's sales of new stock obtained on tap from the
Treasury. From Apnl to September tap Issues to the Reserve Bank amounted to Al 520 million and aU of thiS
stock was sold in the market.
In October the Treasury issued new government
stock totalling A200 million on a tender basIs . This issue
attracted subscriptions of A407 miUion, The average
yield to redemption on this 9 1h yea r stock was 12.95
per cent per annum. At the l ime of the new issue.
namely on 15 October. maturing SlaCK amounting to
R50 million was redeemed.
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Capital market
Sharp increase in holdings of longer-term funds
Holdings 01 longer-term funds with banking Instltut ons,
building societies, panlClpatlon mortgage bond
schemes and government savings schemes Increased
sharply dunng the third quarter of 1982. Compared with
R92 million and R26 million during the first and second
quarters of the year, respectively, the seasonally adjusted Increase amounted to Rl 008 million during the
third quarter.
Banking institutions recorded their lirst Quarterly mcrease in savings and long·term deposits in 1982 dUTIng
the third quarter. BUilding SOCietieS, on the other Iland,
experienced a somewhat lower Increase in depoSits
and shares during the third quarter than dutlng the preceding three months. Participation mortgage bond
schemes were able to malntam their higher intake of
new fund s of the first half of the year during the third
quarter. Government savings schemes, which had ex·
penenced a net outflow of fund s dutlng the preceding
four quarters, recorded a net inflow during the third
quarter.

Stock eKchange turnover In public 'ector stock
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Holdings of longer.term funds with non-co ntr.ctual savings institutions
Seasonallv adjusted Quarterly changes
A millions

1981

Banking institutions.. ....... .. .. .. ...................................................
Building societies ... .. ................. ...................... ,............ ............
Panicipation mortgage bond schemes ...... .......................

Quarterly
avera e
105
397
37

1982
1st qtr.

2nd qtr.

3rd qtr.

-73
161
38

- 399
415

585
324
60
39
1008

GQ\lernment savings schemes ........... .................................... . __ _~59"--_ _ _---'-34""'--___
Total ........................................................... ,.............................
598
92

In order to compete more effectively in the shorter
end of the market, interest rates on larger special sav·
jngs depoSits were raised inJuly by between 2,55 to 3.0
per cent. depending on the size of balances In these deposi t accounts. However, in November Interest rates
on one-year and two-year deposits were lowered by 1,0
per cent. Participation mortg?lge bond schemes also
raised their net depoSit rate, I.e. after deductIOn of the
management fee, by up to 1.0 per cent in the third
quarter.
Active fixed -interest security market
Market opinion that interest rates may have reached
their cyclical peaks led to a surge o f activity in the f xed·
Interest security market m the four months to October.
The nominal value of gilt and semi-gilt·edged stock
t raded on the stock exchange Increased to A5 756 mllhon m the third Quarter. almost double the amount of
the record turnover in the preceding quarter . In September alone the turnover amounted to R3 027 million
20
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A further turnover of A2 195 million was recorded In Dc·
tober. In the primary market new Issues of public sector
stock were well supported during the third Quarter A
net amount of Rl 900 million (excluding changes In the
government stock holdings of the Reserve Bank and
the Pu blic Debt Commissioners and In public corporalIOns' and local authorities' holdings of their own stock)
was raised by public sector borrowers, compared With
R572 mdllon a.nd Rl 595 mIllion In the first and second
quarters of 1982. respectively
In terms of monthly averages, the secondary market
Yield on long-term government stock reached a peak of
14.70 percent In July, beforedeclinmg to 12.72 per cent
In September and 12.19 per cent in October likeWise .
the monthly average yield on seml-gllt-edged stock 01
the highest grade rose to a peak of 14,78 per cent In July
and declined subsequently to 12.80 and 12.41 per cent
In September and OClober. respectively. In a very thin
market the yield on company loan securities dId not
show a clear trend during the third Quarter

Secondary market security Vields
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Buoyant share market
The optimistic mood created by the appreciable rise In
the gold pflce and m activity and prices on major stock
exchanges abroad. together with expectations of a decline in Interest rales. caused thedeclinmg turnover and
prices on the Johannesburg Stock Exchange to rebound sharply m the third quarter. The number of
shares traded was 80 per cent higher than in the preceding quarter and the trade volume in September was
the highest since the market had peaked in September
1980. From September to October the share turnover increased by a further 14 per cent. Share prices
rose on average by 37 per cent from June to September . Of the different classes 01 shares. gold mining
share pflces mcreased by 67 per cent, other metal and
minerai share prices by 51 per cent. fmancial share
prices by 33 per cent. and mdustrial and cummercial
share pflces by 17 per cent. Led by a further 11 per cent
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rise in gold mining share prices. the prices of all classes
of shares. on average. increased by 9 per cent from
September to October.
In an environment of stable or sl ightly declining diVidend payments. the sharp rise in share prices caused
a conSiderable dechne m dividend yields. Compared
with the most recent peak of 9.37 per cent m June
1982. the average dividend Yield on all classes of shares
decreased to 7.42 per cent in September and 6.82 per
cent In October.
Restrained activity in mortgage market
The fairly small flow of new funds to building societies
during the third quarter kept the societies' mortgage
lending dunng thiS period at the lower level of the first
half of the year. SeasonaUy adjusted new mortgage
loans granted and paid out amounted to R494 million
and R591 million. respectively. in the third Quarter.
21

l ower turnover in real estate m arket
The restrained mortgage lending of the building
societies and the diminishmg interest of mstitutional investors in fixed property gave rise to a lower turnover in
the real estate market in the third Quarter. The seasonally adjusted value of real estate transactions was 2 per
cent lower than in the preceding Quarter. However,
even after this decline, the value of real estate transactions In the first nine months of 1982 was still 11 per
cent higher than !n the corresponding period of 1981 .
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These amounts were roughly in tine with the quarterly
averages of R488 mittion and R518 mittion, respectively,
In the first half of 1982. ln the face of a smaller inflow 01
funds, the relatively large net addition of R263 million in
the societies' holdings of prescnbed Investments during the second quarter was followed by only a moderate
further net addition of Rl10 million during the third
quarter.
A significant development in the mortgage market in
the third quarter was the announcement of a commercial bank that it would grant more loans against the security of home mortgages. The conditions of these
loans are slightly more lenient than those of building
society mortgages. but the mortgage rates are at present higher than the corresponding rates of the building
societies .
As a result of higher borrowing costs. the building
societies raised their mortgage rates by 1 per cent as
from 20 July on new loans and from 1 September on
eXisting loans . After thiS increase, their home mortgage
rates ranged from 14,25 to 16,25 per cent. In the third
Quarter the finest rate on participation mortgage bonds
was also raised by 0,78 per cent to 19,15 per cenL
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