
Quarterly economic 

Summary and general comments 

EconomiC developments dUring the first quarter of 
1982 provided further evidence of the cyclical down­
swing In real economic activity which had begun In the 
third quaner of 1981. Real gross domestic product. 
which had stili grown at a seasonally adjusted annual 
rate of about 5 per cent dunng the first nine months of 
1981, Increased only marginally In the fourth quarter 
and remained virtually unchanged In the first quarter of 
1982. Although real gross domestic expenditure In­
creased appreciably 10 the first quarter, after a decline in 
the lasl quarter of 1981, this Increase was entirely due 
to a further fise in fixed and inventory investment. Real 
private and government consumption expenditure ac­
tually decreased during this period. The economic slow­
down was also reflected in a lower rate of mcrease In 
non-agricultural employment In the fourth quarter of 
1981 and In an Increase in the number of registered un­
employed Whttes. Coloureds and Asians dunng the first 
quarter of 1982. 

Despite these Indications of a downward cycltcal 
movement. economiC activity. and in particular nominal 
domestiC expenditure. remained at a high level. One re­
sul t of thiS was a further sharp flse to the value 01 Im­
ports In the first quarter. At the same time. merchan­
dise exports continued to be affected adversely by the 
recession In most Industrial countries. while the gold 
price fell conSiderably further. Consequently. in the first 
quarter the CUI rent account 01 the balance of payments 
showed a deficit of RB.7 billion at a seasonally adjusted 
annual rate. Although the volume of Imports. which had 
begun a cyclical decline in the fourth quarter of 1981. 
continued to decrease In the first quarter 011982. Il lS 
clear that the balance of payments adjustment process 
still has to run its course. 

Compared with the substantial defiCit on the current 
account. the net mflow of capital not related to reseIVes 
was of neghglble proportions In the 'Irst Quarter. Total 
net gold and other foreign reserves. therefore. declined 
by no less than Rl.4 billion during thiS peflod. bringing 
the decline dUring the past eighteen months to R4.7 bil­
lion. The sharp decrease in net foreign reserves during 
the 'Irst Quarter partly reflected large-scale short-term 
fcrelgn borrOWing by the banking sector In order to sup­
port the foreign exchange reserves. In these Clf­
cumstances. the rand depreCiated sharply dUfing the 
'I(S1 quarter and also during the ensuing pefled. From 
the end of 1980 to the end of May 1982 the effective ex­
change rate of the rand declined by as much as 20 per 
cent. 

. 
review 

ThiS depreciation was a slgOlflcan t contributing factor 
to the sustained hIgh rate of inflatIon. The Import pnce 
component of production pnces. for example. showed 
a sharply accelerating increase from the third quarter of 
1981. The rate of Increase In consumer prices deceler­
ated slightly In the first quarter. but a notably higher rate 
of Increase rs expected In the second Quarter. when 
consumer pnces will show the full effect of recent indi­
rect tax increases and upward adjustments in several 
adminIstered prices. The Increase of 16.5 per cent in 
consumer pnces from April 1981 to ApnJ1982 prOVides 
an indication of the strll prevailing high rate of Inflation. 

An exceptIOnally strong growth In the money supply 
was experienced dU(lng the first quarter. At a season­
ally adjusted annual rate. the broadly defined money 
supply (M2) Increased by 41 per cent dUring thiS 
period. despite the contractronary effect of a substantial 
decline .n the net gold and other foreign reserves of the 
monetary banking sector and a marked decrease III nl::!t 
bank credit to the government sector. The main 
reasons for the further monetary expansIon were a sub­
stantial (lse In bank credit to the private sector and an in­
crease In liqUidity preference which caused a shift from 
long-term depOSits to shorter-term deposits offering 
higher rates of interest . In addition. there was a marked 
Increase In the net "other" assets of the monetary 
banking sector. reflecting mainly losses on forward ex­
change transactions. 

The continUing strong demand for bank credit In gen­
eral reflected tight conditions in the broad financial mar­
kets and irmrted alternative sources of 'Inance. More In 
particular. greater rehance was placed on bank credit as 
a means of supplementing reduced company cash 
flows and of finanCing a further. and to some extent an 
Involuntary. build-up of InventOries. Banking institutions 
were enabled to extend further bank credit on a large 
scale by a considerable expanSion of thelf liquidity base. 
resulting mainly from increased bank advances to the 
Land Bank and Reserve Bank credi t to the Government 
towards the end of 1981 and a conSiderable net inflow 
of short-term foreIgn capital In the hrst quarter of 1982. 
To a large extent. however. the substantial Increase In 

bank credit to the private sector dUTIng the first Quarter 
reflected "round-tripping" and the re-In termediation of 
credit transactions which had previously been cOn­
tracted ou tside the banking system. especially dUring 
the thltd Quarter and part of the fourth quarter of 1981 

Mainly as a result of the decline In the Reserve Bank's 
net foreign reserves and the seasonal flow of tax funds 
to the Government. the money market tightened con­
Siderably during the fltsl quarter . In order to alleviate the 
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tight market situation and the upward pressure on 
short-term interest rates, the Reserve Bank on 30 
March reduced the supplementary cash reserves 
which banks are reqUIred to hold wi th the Bank. In addi­
tIOn, the Bank encouraged the Increased use o~ foreign 
credits by Quoting substantially reduced premlu~s on 
forward dollars. These' measures, together with in­
creased government expenditure at the beginni~g of 
the new fiscal year, resulted in a considerable eaSing of 
the money market during April and May. To offset th~ 
temporary expansionary effect of government expendl­
t~re on money market conditions and the money sup­
ply. however, the Reserve Bank engaged In substantial 
open-market sales of securities obtained from the 
Treasury through tap Issues. 

Tight conditions in the capital market during ~he first 
Quarter led to a sharp rise In long-term 'Ixed-Interest 
security Yields, a decline m turnover and prices in the 
share market. and limited mortgage lending. The value 
of real estate transactions, on the other hand, rose to a 
new high. In additIOn to a general tightemng 01 the capi­
tal market. the laliin share pnces also reflected greater 
realisation that a more pronounced slow-down of 

. economic activity was imminent. New investment in 
long-term government stock and other fixed...j~terest 
secufltle!> during the first quarter was temporanly Inhi­
bited by expectatIOns of a further increase in long-term 
yields. These expectations were, however. modera~ed 
considerably by the smaller than anticipated borrOWing 
requirement of the Central Government In the .' 982183 
fiscal year, and in April a climate more condUCive to In­
vestment in long-term fixed-Interest s9turities came 
into being. EXisting large holdings of money market In­
vestments and less favourable opportunities for further 
investment In the share and real estate markets also in­
duced long-term InstitutIOnal investors With large con­
tractually determined cash Inflows to increase their in­

vestment In fixed-Interest securities dUring Apnl and 
May. 

, 

National accounts· 

Little change in real gross domestic product 

After having risen only marginally in the fourth quarter 
of 1981. real gross domestic product showed little 
change in the first quarter of 1982. The real value added 
by Important sectors such as agriculture. mining. 
wholesale and retail trade declined in the first quarter. 
while the real product of manufacturing showed little 
change relative to the fourth quarter of 1981. 

In the primary sectors, the decline In the real product 
of agriculture was related to adverse weather condi­
tions. whereas the rather sharp decrease in that of non­
gold mining was largely due to the weak foreign de­
mand for metals and minerals. The decline In the real 
value added by gold mining, despite a fairly sharp in­
crease in the tonnage of are milled. reflected a lower 
volume of production resulting from a further decline in 
the grade of are milled. In contrast with the decline '" 
the real product of the agricultural and mining sectors. 
the combined real value added by the non-primary sec­
tors increased moderately in the first quarter. 

Looking at individual non-primary sectors, preliminary 
indications are that manufactUring production did not in­
crease in the first Quarter of 1982. The real value added 

Real gross domestic product at factor cost 
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by the wholesale and retail trade actually declined in the 
f irst quarter. whereas that of the motor trade increased 
only marginally. These developments were all related to 
a lower level of real expenditure on durable and semi­
durable consumer goods in the first quarter, In fact, the 
combined real product of Industry and commerce al­
ready started todeclme from the fourth quarter of 1981 . 
Moderate increases were, however, recorded in the 
real product of the other non-primary sectors, namely 
the transport and financial sectors. mainly because of 
the continuing high levels of domestic demand and gen­
eral financial activity. 

The gross domestic product at current prices de­
clined in the first quaner of 1982. The gross operating 
surplus component decreased for the second consecu­
tive quarter, rellecting the lower surpluses of agricul­
ture and mining. The rate of increase in the other main 
component, namely remuneration of employees. was 
also lower than the average quarterly rate recorded in 
1981. 

Notable increase in rea l g ross domestic expenditure 

Following upon a substantial decline in the fourth quar­
ter 01 1981, real gross domestic expenditure increased 
notably in the first quarter of 1982. This Increase was 
entirely accounted for by real fixed and inventory invest­
ment. In contrast. re~1 government and private con­
sumption expenditure showed small decreases in this 
period. At current prices. gross domestic expenditure 
exceeded gross national product by a substantial 
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amount, indicating a large deficit on the current account 
of the balance of payments. 

The upward trend in real private consumption expen· 
diture since the middle of 1979 appeared to have been 
arrested in the first quarter of 1982. when further small 
increases in real outlays on non-durable goods and on 
services were more than neutralised by fairly large de­
clines in real outlays on durable and semi-durable 
goods. In the durable goods category, a small increase 
in outlays on new motor cars was more than offset by a 
large decrease In outlays on furni ture and household 
appliances. The decline in real outlays on semi-durable 

Gro •• domestic axpenditure at constant 1975 price. 
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goods largely reflected a lower level of expenditure on 
clothing and footwear. 

Real government consumption expendi ture, which 
often shows large quarterly fluctuations, declined 
slightly In the first quarter. A small Increase In real re­
muneration of employees was more than neutralised 
by a decrease In real expenditure on goods and other 
services. 

In contrast with the decreases in private and govern­
ment consumption expenditure. real gross domestic 
fixed investment rose further In the first quarter of 
1982. In the private sector further Increases were re­
corded by manufacturing and mining. but dednes oc­
curred In agriculture and In residential construction . 
The latter decline was related to the high cost and scar­
city of funds. whereas the decrease In real agricultural 
fixed Investment should be seen In relation to the sharp 
Increases tha t occurred In the preceding four quarters. 
The perSistent Increase In real fixed Investment In man­
ufacturing since the middle of 1979. coupled with the 
slow-down In production towards the end of 1981 and 
the first quarter of 1982. caused the utilisation of pro­
duction capacity In manufacturing to decline from a 
peak of 90.0 per cent In the third quarter of 1981 to 89.4 
per cent In the first quarter of 1982. the lowest level 
since the fourth quarter of 1980. 

After having decreased in the course of 19B1. real 
fixed Investment by pubhc corporations fOse moder­
ately In the first Quarter of 1982, mainly as a result of an 
Increase In real outlays by Escom. The latter Increase 
more than neutralised a decline In the real capital expen­
diture of SasoL Despite a decrease In fixed Investment 
by general government. Increases In capital ou:lays by 
the South African Transport Services and by the Depart­
ment of Posts and T etecommunlcations caused the real 
capital expenditure 01 public authorities to increase 
further In the first quarter of 1982. 

A notable Increase in real Inventories again occurred 
In the first Quarter of 1982 Diamond stocks rose further 
OWing to a continuing weak demand. and agricultural 
stockS-ln-trade remained ata high level. largely because 
the programme of exporting the maize sUrplus had not 
been completed The further build-up of reallndustflal 
and commercial Inventories was related to the slow­
down of consumption expenditure In the first quarter_ 
and was consistent with the past behaViour of these 
classes of Inventofles In similar stages of the business 
cycle. The ratio of real non-agricultural and non-s1rateglc 
InventOries to the comparable real gross domestic pro­
duct Increased further to 35.7 per cent In the first quar­
ter of 1982. compared with the latest trough of 29.6 per 
cent in the fourth Quarter of 1979. 

Decline in gross domestic saving 

Gross domestic saving declined substantially in the first 
Quarter 01 1982 to its lowest level since the fourth quar­
ter of 1979. As a ratio of gross domestic product. It 
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amounted to only 23 per cent in the first quarter of 
1982. compared with an average ratio of 27'/2 per cent 
In the second halt of 1981 and 33 per cent In the 1980 
calendar year. At a seasonally adjusted annual rate. 
gross domestic saving amounted to about Al7 100 mil­
lion In the first quarter. no less than A6 700 million lower 
than gross fixed and inventory investment. ThiS Indica­
tes that foreign funds were again employed extensively 
to supplement domestic savings In finanCing domestic 
investment. 

The different components of gross domestic saving 
showed divergent tendencies in the first Quarter of 
1982. Provision for depreciation and the saving of gen­
eral government rose moderately. but personal and cor­
porate saving declined markedly The Increase In provI­
sion lor depreCiation reflected the further rise In fixed 
investment. while the higher level of general govern­
ment saving resulted largely from a peak In central gov­
ernment revenue dunng this period. Corporate saving 
declined to ItS lowest level since the fourth quarter of 
1979. reflecting largely a decrease in corporate profits. 
Personal sa .... lng declined because the Increase in Pri­
vate consumption expenditure at current prices ex­
ceeded the flse In personal disposable Income. The 
ratio of personal saving to personal disposable Income 
declined to a low level of only 6 per cent In 1981 and 
even fell below thiS le .... elln the first Quarter of 1982. 



Employment and remuneration of labour· 

Employment m the non-agricultural sectors of the 
economy Increased by 2.9 per cent In 1981. compared 
With 3.3 per cent In the preceding year. Employment In 
the private and public sectors rose by 3.0 per cent and 
2,5 per cent. respectively Although the Increase In 

employment slowed down In certain major sectors of 
the economy. such as manufacturing. Mining. general 
government and financial Institutions. employment In 
construction. trade. the South Afric(!n Transport Ser­
vices. electricity supply. insurance. local authonties and 
private road transport Increased at high~r rates . 

The slower growth of real economiC actIVIty In the 
fourth quarter was also reflected in a lower rale of In­
crease In non-agricultural employment. At a seasonally 
adjusted annual rate. the Increase In non-agnculrural 
employment decelerated from 3,4 per cent In the third 
quarter to 1.3 per cent In the fourth quarter. ThiS slow­
down occurred malnlym the private sector and wasalso 
reflected In the lower growth rates of ordinary and over­
time hours worked In manufacturing and cons!ruc:ion , 
On the other hand, the rate of increase In public-sector 
employment accelerated in the third and fourth Quar-
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ters of 1981 Mtrronng the decllnmg rate of Increase In 

tO,tal employment In the fourth quarter. the seasonally 
adjusted number of registered unemployed Whites. 
Coloureds and ASians Increased from a low of 14 643 in 
August 1981 to 15 336 In December and 17334 In Aprtl 
1982. The unemployment rate among BlacKs (ratio of 
unemployed to the econoffilcallyactlve population) con­
tinued to decline throughout 1981. namely from 8.1 per 
cen! at the end of 1980 to 7.1 per cent In November 
1981 

Labour productiVity. as measured by the real gross 
domestic product per worker In the non-agricultural 
sectors of the economy. rose by 1.8 per cent In 1981. 
compared With 3,4 per cent In 1980 ThiS lower Increase 
reflected to some extent the physlcallnabtltty of avalla­
b:e production resources to sustain a further high rate of 
Increase In economic actIVIty, but was also due to a 
more pronounced slow-down of the growth tn preduc­
tiollthan of the Increase 10 employment. 

In nominal terms, the average remuneration per 
worker rose sharply by 21 per cent In 1981. compared , 
With 18 per cen t In 1980. The higher rate of Increase 
was the result of active competition for scarce skilled 
labour, a narrowing of the gap between the wages of 
skilled and unskilled workers. and inflation-Induced up­
ward adjustments in salary and w~go scales In both [he 
private and public sectors. In real terms, average 
salanes and wages per worker rose by 4,6 per cent In 
1981. compared With 3,7 per ce:lt In 1980. The rate of 
Increase In the average real remuneration of While 
workers accelerated from 3.2 percent In 1980 to 5.7 per 
Cenlll1 1981. while that o f other workers decelerated 
from 4.3 per cen t In 1980 to 2.9 per cent m 1981 

Prices 

The Increase In consumer pnces slowed down from a 
seasonally adjusted annual rate of 16.2 per cent In the 
third quarter to 14.6 per cent In the fourth quarter of 
1981 and to 14,4 per cent In the 'Irst quarter of 1982. 
With the exceptIOn of housmg costs. VIrtually atl major 
components of the consumer pnce Index recorded no­
tably lower rates of Increase In the flTst twO months of 
1982. From February to March. however. consumel 
~;; :::c-:; 'osp. sharply by 2 per cent, reflecting the Increase 
In the general sal~s talC rate from 4 to 5 per cent on 1 
March (which alone CO'ttnbuted O. 7 percent to the total 
Increase) as well as Increases In the pflces of WIf10US 
goods and servIces. such as transport eqUipment and 
services. furniture and household eqUl~ment. clothing. 
hou'slng, education. recreation and pe.fsonal care. Dur­
Ing Apnl the seasonally adjusted consumer pnce If"Idex 
rose by 1.9 per cent. mainly asa resul t of upward adjust 
ments In petrol prices. postal lanfis. railway tariffs. alf 
fares and certain other administered prices as well as In 
food pflces and hOUSing costs. It is expected that the 
rate of Increase In consumer prices will show an accel­
eration m the second quarter because of the factors 
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noted above as well as the import surcharge of 1 0 per 
cent. which was introduced in February. From April 
1981 to April 1982 consumer prices rose by 16,5 per 
cent. 

The increase in production prices accelerated from a 
seasonally adjusted annual rate of 11.5 per cent in the 
third quarter of 1981 to 13,7 per cent in the fourth quar­
ter and to 16,8 per cent in the f irst quarter of 1982. 
Prices of domestically produced goods and imported 
goods increased at annual rates of 16,8 and 1~,2 per 
cent, respectively, during the first quarter of 1982. 
Prices of domestically produced basic metals and metal 
products. machinery, rubber and rubber products, 
leather products, processed food and electricity tariffs 
rose sharply in the first quarter, while the high rate of in· 
crease in the prices of imported goods was mainly due 
to the depreciation of the rand , From April 1981 to 
April 1982 production prices increased by 14.4 per 
cent. 
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Balance of payments 

Further deficit on current account 

In the first quarter of 1982 the current account of the ba­
lance of payments continued to reflect the effect of a 
high level of domestic demand on imports as well as ad· 
verse external influences in the form of a decline in 
merchandise exports and a further fall in the price of 
gold. The deficit on the current account. which had de· 
creased from R1 398 million in the third Quarter of 1981 
t<;l R1 137 million in the fourth quarter,. rose to R1 413 
million in the first quarter of 1982. At a seasonally ad­
justed annual rate, the deficit increased from R3 630 
million in the last quarter of 1981 to R6 700 million in the 
first quarter of 1982, or from 4,8 to 9.0 per cent of the 
gross domestic product. 

Merchandise imports, seasonally adjusted, in­
creased notably in the first quarter. but this increase 
wa: entirely due to price rises. Although price increases 
in the main industrial countries slowed down. the r;se in 
import prices accelerated as a result of the further de­
preciation of the rand. The volume of merchandise im­
ports, which had begun to show a cyclical decline in the 
fourth quarter of 1981, continued to decrease in the fi rst 
qua~er of 1982 and was in fact 7'h per cent below the 

Belance on current account 
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Current account of balance of payments 
(SeasonaUy adjusted annual rate) 
A millions 

MerchandiseeKports .............................................................. . 
Netgoldoutput ....................................................................... . 
Merchandiseimports ................................................. . 
Net service and transfer payments .............................. . 

Oeficit on current account 
DefiCit as percentage of gross domestic product ..................... . 

peak reached In the third quarter of 1981. The increase 
In the value of Imports was mainly eVident in the 
categories transport eqUIpment. textiles and base met­
als, while Imports of chemical products declined sharp­
ly, 

Sustained recessionary conditions In the mdustrial 
countries were mainly responsible for the decline In 

merchandise exports. Despite the further deprec'ation 
of the rand, export prices increased only marginally and 
only partly offset a sharp decline in the volume of ex­
ports. The decline in the seasonally adjusted value of 
exports in the first quarter should, however, be seen 
against the sharp rise in the preceding quarter. Even 
after this decline, the value and the volume of exports 
were higher than the corresponding averages for the 
first three quarters of 1981 . Compared With the fourth 

Balance of payments current account 
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1981 1982 

ht qtr. 2ndqtr. 3rd qtr. 4th qtr. btqtr. 

8840 9000 8720 10760 9430 
8490 7610 8380 8870 6970 

-15820 - 18230 - 19280 - 19360 -19810 
-2780 -3420 - 3680 - 3900 -J 290 

-1270 -5040 - 5860 -3630 -6700 
1,9 7,3 7,8 4,8 9,0 

quarter of 1981, declines were recorded in exports of 
agricultural products, mineral products and processed 
food. 

Both volume and price dechnes were responsible for 
a marked decrease in the seasonally adjusted value of 
the net gold output 10 the first quarter of 1982. The price 
of gold on the london market fell from an average of US 
$420 per fine ounce in the fourth quarter of 1981 to an 
average of US $363 per fine ounce in the first quarter of 
1982, or by about 131h per cent . In terms of rand. the 
decrease was slightly lower at 11'h per cent, owing to 
the further depreciation of the rand against the US dol· 
lar. During the first five months of 1982 the price of gold 
averaged US $355 per flOe ounce. 

In contrast with changes in Imports, exports and the 
net gold output. aU of which contributed to the larger de­
ficit on the current account of the balance of payments, 
net service and transfer payments to foreigners de­
clined appreciably in the first quarter. Freight, merchan­
dise insurance and dividend payments to foreigners 
were lower than io" the preceding quarter. whereas in­
vestment income receipts from the rest of the world 
were notably higher. On the other hand interest pay­
ments to foreigners rose sharply In accordance with the 
Increase in foreign debt. 

Small net inflow of capital 

A small net capital inflow of A59 mll1ion, excluding 
changes 10 liabilities related to reserves but mcluding 
unrecorded transactions, was recorded in the first quar­
ter.This net inflow was substantially less than the cor­
responding amount of R748 million In the fourth quarter 
of 1981. As shown in the accompanying table. a net 
long-term capital inflow of R672 million was almost 
offset by a net short-term capital outflow of R613 mil­
lion. The net inward movement of long-term capital con­
sisted mostly of foreign loans contracted by the Central 
Government. the South African Transport Services, the 
Department of Posts and Telecommunications, public 
corporations and the private sector. The net outflow of 
short-term capital during the first quarter was related to 
the somewhat lower domestic cost of trade financing, 
espeCially financing by means of bank overdrafts, in 
comparison w ith foreign costs. 

Dunng the first quarter the premium on forward dol-
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Net capital movements not related to reserves 
A millions 

long-term capital 
Centralgovernmenlandbanklngsector ........................... . 
Publlcoorporations and local authorities 

lstqtr. 

12 
107 

1981 

2nd qtr. 

2' 
04 

1982 

3rd qtr. 4th qtr. lstqtr. 

37 - 67 285 
189 202 '7 

Pnvatesector .. ... ,....... .. ......................... __ ~'-'-___ --"'---__ -=""-_ _ -="-''''-__ ~''''''-
Total .................... . .. _ .. _ .. , 

31 51 -". -1 89 -340 
150 132 - 54 672 

Short-term capilal not relaled to reserves but includlo;:! 
unrecolded lranSaCllOns ,. , ............ , ... ,' 

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

lars quoted by the Reserve Bank had the effect of mak4 
Ing the domestic cost of trade flnancmg more aUrachve 
than the US dollar cost. On 30 March. however. the Re· 
serve Bank announced that. as part of new measures to 
reduce the upward pressure on prime overdraft rates. It 
would henceforth encourage the use of foreign trade 
fmanclng by quoting lower premiums on forward dol­
lars. 

Substantial decline in gold and other 
foreign reserves 

Reflecttng the substantial defici t on the current account 
of the balance of payments and the small net mflow of 
capital not related to reserves. total net gold and other 
foreign reserves declined by no less than R 1 354 million 
dunng the first quarter ThiS brought the total decline In 

Changes In net gold and other foreign reserves 
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-419 629 -257 802 -613 

-269 758 -125 748 59 

the net foreign reserves dUring the past eighteen 
months to R4 683 million. The short-term foreign 
liabilities of the bankmg sector rose by RI 605 million 
dUring the first quarter. If thiS Increase and negative val­
uation adjustments of A601 million, consisting mainly 
of the revaluation of the gold reserves at a lower price. 
are taken Into account. the gross gold and other foreign 
reserves declined by only R350 mllhon. At the end of 
March the gross foreign reserves amounted to R3 895 
million. During April the gross gold and other foreign re4 

s.erves of the Reserve Bank increased by R31 million, 
mainly because of tho revaluation of the gold reserves 
at a higher pnce. The foreign exchange reserves of the 
Bank actually declined by R206 mllhon. 

Further depreciation of the rand 

The effective exchange rate of the commerCial rand re­
mained almost unchanged during the first two months 
of 1982. but declined substan tially dUring March and 
more moderately during Apnl. From the beginning of 
May It decreased sharply and at the end 01 the month 
was 7.2 per cent below Its level at the end of 1981 . In 
particular, the rand depreciated markedly against the 
US dollar. It also depreciated sharply against the Ger4 

man mark. while the rates of depreciation against other 
major currencies were more moderate. From the end of 
December 1980 up to the end of May, the average 
value of the commerCial rand declined by 20, 1 per cent, 
while the depreclallon of the rand against the US dollar 
amounted to no less than 31.0 per cent. 

Changes in the exchange rate of the commercial rand 
% 

Dec. Dec. Dec. 
1981 to 1981 to 1980to 
March May May 
1982 1982 '982 

E rfectlve exchange rate ............ ,. -4,4 - 7.2 - 20.1 
us dollar , ....... .................. - 9,0 -11.4 31.0 
British pound ...................... - 2,3 - 5.5 -8,0 
Germanmark ... -2,6 - B,O - 17,8 
SWlss lranc ..... ....... , ........... - 2,2 - 2,2 - 22,8 
Japaneseyen 2,0 -2.0 -1 7.5 
French franc .. ............. ... , -0,2 -4,9 -7.1 



The financial rand also depreciated sharply during the 
first quarter of 1982, but then appreciated to the same 
extent during April and May. At the end of May the price 
of the financial rand was, therefore, exactly at its le .... el at 
the end of 1981 . The sharp depreciation of the commer­
cial rand against the US dolla r, however, narrowed the 
financial rand discount from 23.4 per cent at the end of 
1981 to 13,7 per cent at the end of May. 

Causes of changes in M2 
R millions 

Net gold and other foreign reserves ..................... . 
Claims on 90vernment sector: 

Grossclalms . . .... .......... .. . 
Government depoSits lincrease-. decrease+,. ... .. . 

Net claims ... ... .. ......... ............ . 
Claims on privaleseclor .. , .... ..... ... ...... .. 
Long-term deposits (increase-, decrease + ) 
Netotherassets....... .. . ... ... , ..... . 
Total changes in : M2 ..... . . 

Ml 

Money and banking 

Sharp increase in money supply 

The strong monetary expansion of 1981 conllnued Into 
1982. The seasonally adjusted annual rate of Increase In 

the broadly defined money supply (M2) accelerated 
from 20 per cent during the fourth quarter of 1981 to 41 
per cent during the first quarter of 1982. Corresponding 
rates of increase in the narrowly defined money supply 
1M 1) were 34 and 48 per cent, respectively, The sub­
stantial increase in M 1 was accompanied by a marked 
change in its composition. As during the second half of 
1981 , non-interest-bearing demand deposits, or 
cheque deposits, with monetary banking institutions 
actually declined during the first quarter, while at the 
same time there was a substantial increase in interest­
bearing call depOSits With these institutions. The latter 
increase was mainly due to the relatively high rates of 
interest on such deposits and a generaUy larger liqUIdity 
preference that was related to expectations of an abso­
lute or relative rise in long-term interest rates. 

The renewed acceleration of the growth In M2, and 
more specifically in its M1 component. during the 
fourth quarter of 1981 and the first quarter of 1982, was 
accompanied by a significantlY lower velOCity of circula­
tIOn. From the third quarter of 1981 to the first quarter of 
1982 the velocity of circulation of M1 and M2. as mea­
sured by the ratio of the gross domestic product at cur­
rent market prices to these two monetary aggregates, 
declined by 12 per cent and 9 per cent, respectively. 

Monetary banks' short and medium-dated repurch­
ase agreements With the non-bank pnvate sec tor de­
clined during the first quarter. If the amount of these 
agreements are included 10 the monetary aggregates. 
M2 and M1 increased at seasonally adjusted annual 
rates of 34 per cent and 45 per cent, respectively, du­
ring the first quarter. 

Not seasonally adjusted Seasonally adjusted 

Year 4thqtr. 1st qtr, 4th qtr. lstqtr. 
1981 1981 1982 1981 1982 

-2835 -389 -1354 -246 -1306 

'0' -239 -92 
709 1 117 1 124 

8'0 878 - 1216 656 -477 
5632 90' 2062 '083 1969 
-'34 -121 72 - 248 '72 
617 7 1 3t 7 

4090 1276 88' 93. '765 
2876 1193 626 768 t 117 

13 



Causes of changes in M2 

As shown in the accompanying table, the main statisti­
cal Ncauses" of the further increase in M2 during the 
first quarter were a large increase In claims on the prI­
vate sector and a decline In long-term deposits of the 
non-bank private sector with monetary banking institu­
tions because of a shift towards shorter-term deposits 
offe ring higher rates of interest. In addit ion, there was a 
substantial increase in the net "other" assets of the 
monetary banking sector, Although a complete break­
down of this increase is not available, a major part of it 
consisted of exchange losses incurred by the Reserve 
Bank on forward exchange contracts. These losses are 
for the account of the Central Governmentand could be 
considered as claims on the government sector. The 
"other" assets of commercial banks also shO'Ned an 
appreciable rise. The decline in the net gold and other 

Money supply 
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foreign reserves of the monetary banking sector con­
tinued to exert a strong contractionary influence on M2 
and, in addition, net claims on the government sector 
declined moderately. 

Exceptiona lly large expansion of bank credit to the 
private sector 

The seasonally adjusted annual rate of increase In bank 
credit to the private sector accelerated sharply from 23 
per cent.during the fourth quarter of 1981 to 41 percent 
during the fi rst quarter of' 982. A breakdown of the sea­
sonally unadjusted increase during the first quarter, 
shows a notable further rise in hire-purchase credit, 
leasing finance and bills discounted. The latterdeciined 
during January and February bUI rose strongly in March, 
mainly as a result of the acquisition of bankers' accep-­
tances by banking institutions after the announcement 
that required cash reserves with the Reserve Bank 
would be reduced from the end of March. In addition, 
"other~ loans and advances expanded strongly during 
the first quarter, at a time when bank overdraft rates 
were lower than certain deposit and money market in­
terest rates. This substantial ris~ was apparently due to 
" round-tripping" and the fe-intermediation of credit 
transactions which had previously been contracted out­
side the banking system, and was probably also related 
to the financing of an involuntary build-up of inventories. 
Preliminary ligures indicate, however, that the dis­
counts, loans and advances of the five largest banking 
groups actually declined during Apri l. 

Changes in monetary banking sector's claims on the 
private sector 
Not seasonally adjusted 
A millions 

Reserve Bank, NFC and discount 
houses ............... , .............................. . 
Land Bank ........... ....... .... ............ . . 
Other monetary banks: 

Depositsand investments _.,. 
Billsdiscounted ..................... . 
Hire-purchasecrecht _...... . .. 
leasIrl9 finance .... ...... . . 
Other loans and advances 

Total 

Moderate decline in bank liquidity 

4thqtr. 
1981 

-139 
275 

81 
62 

699 
-93 

16 
901 

1stqtr. 
1982 

-93 
-53 

80 
318 
349 
252 

1209 
2062 

Banking institutions' excess holdings of liquid assets, 
which had increased appreciably during the last two 
months of 1981, declined moderately during the first 
quarter. Actual liqu id asset holdings increased by R329 
million, while required liquid assets rose by R540 mil­
lion. The excess liquid asset ratio for all banking institu­
tions declined from 3.4 per cent at the end of 1981 to 
2,6 per cent at the end of March 1982. The increase in 
the banks' actual liquid asset holdings was due to an in­
flow of foreign funds and larger holdings of liquid bank-
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kers' acceptances and liquid Inter-bank deposits. This 
expansion of the banks' liquidity base was partly offset 
by a decline in net Reserve Bank credit to the govern­
ment sector, after a sharp increase in this form of Re­
serve Bank credit had been an important cause of the 
considerable expansion of the liquidity base towards 
the end of 1981 . 

Money market 

Conditions in the money market tightened considerably 
toward~ the January month-end and remained tight 
throughout the ensuing period up to early April. Sub­
sequently, conditions were generally easier and tight­
ened only slightly over the April and May month-ends. 
Severe shortages of funds were experienced over the 
January and February month-ends and during the larger 
part of March, before measures were introduced to 
help alleviate the t ight market situation. The tight condi­
tions up to the end of March were caused mainly by a 
decline in the net gold and other foreign reserves of the 
Reserve Bank and by the flow of funds to the Govern­
ment over the January and February month-ends, to­
gether with a low level of government spending to­
wards the end of the fiscal year. From April the custom­
ary higher level of government spending at the begin­
ning of the new fiscal year contributed materially to an 
easing of the market. 

Under these conditions, the discount houses re­
mained indebted to the Reserve Bank from the end of 
December up to early April. The amount of accommo­
dation increased substantially over the tight January 
and February month-ends and remained at a high level 
during most of March. On 30 March the Reserve Bank 
announced that, in order to alleviate the tight money 
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market situation and to reduce the upward pressure on 
the banks' prtme overdraft rates. the supplementary 
minimum cash reserves, which banks are reqUired to 
hold with the Reserve Bank agamst their short-term 
liabilities to the public, would be reduced In addition, 
the Reserve Bank would encourage the mcreased use 
of foreign crechts by quotmg lower premiums on for­
ward dollars. The Immediate effect of these measures 
was to reduce the amount of accommodallon to diS­
count houses from R983 million on 26 March to A428 
million at the end of March. By 8 Aprtl all accommoda­
tion had been repaid At the end of Aprtl and the end of 
May the discount houses were agam accommodated 
by R494 mllhon and by R473 million, respectIVely 

In addition to accommodatmg the dtscouni houses, 
the Reserve Bank prOVided direct accommodatIOn to 
several bankmg mstltutlons al the end of Feb'uary and 
dUring part of March However, by 26 March thiS ac­
commodation had been fully repaid. 

Money market mterest rales rose sharply from about 
the middle of January up 10 the end of MarCh, before de­
cliOing shghtly m early April Dunng the remamder 01 
Aprtl ·these rales remained lalfly stable. but declined 
agam slightly In May The rate on three-month bankers' 
acceptances, for example, Increased from 14.9 pet cen t 
on 15January \0 19.0 percent on 26 March. On 2 Aprtlll 
decreased to 17,1 pet cent and after havmg lemamed 
fairly stable dUring the rest of the month. It declmed 
further to 16,7 per cent on 28 May. The Treasury bill ten­
der rate rose consistently from 14.04 per cent on 31 De­
cember 1981 to 15,84 per cent on 19 March. Sub­
sequently. II fluctuated around thiS level and amounted 
to 15,96 per cent on 28 May 

Open-market operat ions 

Open-market sales of government stock by the Re­
serve Bank dUring the first Quarter amounted to A54 
million In Aprtl government stock 10 the value ot R300 
million, Similar to that issued on a tender basis on 7 
April, was Issued on tap to the Reserve Bank The Re­
serve Bank's open-market sales of govefllment stock 
dUring April amounted to A260 million In addition. spe­
Cial Treasury bills amoun ting to A37 millIon, maturing at 
the end of August. were sold by the Bank. Du·tng May 
further tap Issues of government stock, totalhng R500 
millIon, were made to the Bank. The Bank's open-mar­
ket operattons during this penod conSisted of sales of 
medium and long-term government stock amOJnMg to 
A438 million 

'For !he purpose of !hls analysis. the EJ(Chequer Accounl was adjus· 
led to take accouru of changes 10 thO! cash balance on. and Ihe ne! bof 
row.ng from.1Oe Pavmas1el General Account and!o lilCo'poI"a1e lhe 
51aOI'11alloo Account 
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Government finance 

Substantial decline in Exchequer's net indebted· 
ness to banking sector during last quarter of 1981 /82 
fisca l year 

Exchequer Account· Issues dutlng the last quarter of 
the 1981/82 fiscal year. i.e the three months January to 
March 1982. were as much as 25 per cent higher than In 
the corresponding quarter of the precedtng fiscal year . 
At the same time. however. tax and other revenue col-

Revenue collections - State Revenue Fund 
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lectlons reached their usual seasonal peak and were In 

fact 9 per cent above the exceptionally high peak In the 
corresponding Quarter of the 1980/81 fiscal year. Rev­
enue, in fact, exceeded Issues by R237 million. 

Overall government receipts were increased further 
by the non·bank pnvate sector's net mvestment of 
R282 million In government secunties. mainly by 
means of subSCriptions to new Issues and open·malket 
purchases from the Reserve Bank. In addition, a net 
amount of R86 million was borrowed from the Public 
Debt CommiSSioners, while net drawings on foreign 
loans amounted to R302 million, including a drawing of 
R130 million on the International Monetary Fund, These 
borrowing operations, together with the Exchequer Ac· 
count surplus, had the effect of redUCing the Treasury's 
net Indebtedness to the monetary banking sector by 
A907 million. ThIS reduction was equal to the increase 
10 the Treasury's net Indebtedness to the monetary 
banking sector dUring the first nine months of the fiscal 
year. 

Government stock Issues 

As In February, new government stock was ISSUed on a 
tender basis dunng Apnl. The average yields on the new 
senes of stock With maturitJes of three. five and len 
years were 15.10 per cent. 15,16 percent and 14,72 per 
cent, respectively. These issues were well supported 
and applications of Rl 036 million were received forthe 
new stock of A400 million offered for subscription. In 
addition to the new issues, the Reserve Bank sold R260 
million of the same stock, Issued to lIon tap by the 
Treasury. Despite the new Issues and the Reserve 
Bank's open·market sales of government stock, govern­
ment depOSits declmed substantially during April. re­
flecting a strong seasonal increase in government ex­
penditure during thiS month. 

Financial results for the 1981182 fiscal year 

Although central government revenue was estimated 
10 the 1981 /82 Budget to decline by 1 per cent, an m· 
crease of 8 per cent was actually recorded In the fiscal 
year. As had been foreseen, Income tax and min ng 
lease payments by gold mining companies declined 
sharply durrng 1981182, namely by about R1 500 mill on 
or 41 per cent, as a result of the decline In the price of 
gold and an Increase In production costs. ThiS revenue 
loss was, however, more than compensated for by a 
conSiderable Increase m other revenue. Reflecting the 
further sharp rise in domestiC expenditure, ImpOfts, 
non-mining company profits and salaries and wages, re­
ceipts of customs and excise duties and income tax 
payments (excludmg those by gold mines) rose ·by 37 
per cent and 35 per cent. respectively. compared With 
original Budget estimates 016 per cent and 20 per cent. 
respectively. 

Exchequer Issues to government departments dur­
Ing the 1981 /82 fiscal year exceeded those in the pre-
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Slate Revenue Fund - Revenue c::ollections 

1981 /82 Budget Ac::tual c::ollec::tions 
Percentage 1980/ 81 1981 /82 Perc::entage 

R millions c::hange' R millions R millions c::hange 
Inc!Jisct taxes~ 

Customs dUllesl .............. . 

Exclseduties. ..... .. . 
General sales lax and sales duty .. 

TotaL ........................ , .................................... .. . 
Income tax andteasepaymenlsbygoldmlnes ....... '._ ...... .. 
Othenncome tax payments . .... ... . _ .. .. 
Othercoltections....... ........ . ....... ....... . 

850 
1385 
2150 
4385 
2160 
5688 
1652 

16.0 
11,4 
30.0 

20.8 
-40.5 

20.3 
-11.5 

733 
1243 
1654 

3630 
3633 
4727 
1866 

1 185 
1506 
2126 
4817 
2 131 
6401 
1810 

61.7 
21.2 
28.5 
32.7 

--4 T ,3 
35.4 
-3.0 

Sub-Iotal .......................... . 
Less transfers lonelghbounngcountrres ............. . 

13885 
725 

0.2 
32.8 

13856 
546 

15159 
733 

9A 
34.2 

T otat revenue c::ollections .......................... _ ...................... . 13160 -1 ,1 13310 14426 8.4 

'ComoarOOWlth IIClual coIIet\JOn$ dLr''"9lhe 1980J8' '.seaI V&iI' 
flneIudiI1g -.nounlS "anslerllble 10 OPoghbou11AgCOlM'\UaS If' telms()1 Customs Unoon Ag.Iltlfnen1.S and to 11'00 Cent/ill fleYef111(1 Fllfldof Soulh West AlrICII 
"Including surchargeon ,mports 

ceding fiscal year by 21 per cent. Onglnal Budget esti­
mates provided for an mcrease of 17 per cent Despite 
the sharp rise In expenditure. the higher than expected 
revenue resulted In a deficit before borrowing of only 
R2 342 million. compared with the R2 707 million pro­
Vided for In the Budget. 

In financing this deficit. A329 million was obtained 
from the Public Debt CommlSSlonors on .) net basis. 
The Commissioners' gross new Investment In govern­
ment securittes amounted to Rl 199 million. but a sub­
stantial part of this amount represented the reinvest­
ment of the proceeds of stock sold In the market. The 
non-bank private sector's contribution to the flnancmg 
of the Exchequer Account defiCit amounted 10 A 1 588 
million. including appreciable open-market purchases 
of government stock from the Reserve Bank. Net 
foreign borrowing totalled R425 million. 01 which R130 
million conSisted of a drawing on the International 
Monetary Fund. As mentioned earlier. the Treasury's 
net Indebtedness to the monetary banking sector re­
mained unchanged dunng the fiscal year as a whole. an 
Increase dUring the first nine months of the fiscal year 
was exactly offset by a declme dUring the last three 
months of this pertod. 

The 1982183 Central Government Budget 

In hiS presentation of the 1982/83 Budget. the Minister 
of Finance stated that while he was fully aware that the 
economy had entered the downward phase of the busi­
ness cycle and that the rate of real economIc growth 
would almost certamly be lower In the coming fiscal 
year. the decline In the gold price and other adverse ex· 
ternal developments of recent months ruled out any 
POSSibility of " reflation" or "stimula tion" of the 
economy at that time. On the contrary. the balance of 
payments adjustment process needed strong support 
from fiscal and monetary pohcles. even If thiS meant ra-­
stralntng demand at a lime 01 slower Teal growth The 
eXisting economic si tuation. therefore. called for firm 

I. 

contlol over government spendtng. the liqUidity base of 
the banking system and the money supply. 

The Mlnisterwas 01 the opinion that In recent months 
adjustments to the adverse external developments had 
come about largely via inflation and currency deprecla· 
tlon on the one hand. and Increases in Interest rates on 
the other. He stated that the Government conSidered It 
essentIal that fiscal poltcy should play its proper part rn 
assisting the economy to make the necessary further 
adjustments. Recognltton needed to be given to the 
"trade-oW which existed In the prevailing situation be­
tween higher Interest rates, higher tax. rates (or lower 
government spending) and exchange rate depreCia tion. 
In frammg the Budget proposals. therefore. due COrl­

slderatlon had been given to the need to achieve the op­
timal combination of tax rates. In terest rates and spot 
and forward exchange rates reqUIred for deahng with 
the eXIsting economic SItuation 

Against thiS background. the Budget sought to com­
ply With three minimum reQuirements. FIrstly. the In· 
crease to government spendmg would be restricted as 
much as possible wi thout disrupting Iheprovlslon of es­
senMI services. Secondly, In order to curb monetary 
demand and to prevent undue upward pressure on m­
terest rates. the " defiCit before borrOWing" as a percen­
tage of g,o~s dt.Jmestic product would be reduced to 
well below its average of 3.4 per cent over the past 22 
years. Thirdly. thts deflct{ would be financed In such a 
manner that not only the ExcheQuer. but also the 
government sector as a whole. would be able to aVOid a 
net recourse to bank cred.t. 

Aggregate expendlturedurtng the 1982/83 flseal year 
was estimated at R18 238 million, or 1 1.5 percent more 
than the reVised estimates of expenditure In 1981 /82. 
Total revenue In 1982/83 was estimated at R15858 mil­
lion. an Increase of 11 per cen t In compartson With ex­
pected revenue receipts In 1981 /82. Tax proposals for 
1982/83 Included the incorporation of the eXisting sur­
charge of 5 per cen t on company tax Into the baSIC rate 
of 40 per cent and the Introduction of a surcharge of 10 



per cent on the new basIc rate of 42 per cent. The sur­
charge on Income tax payable by gold and diamond mi­
ning companies was raised from 5 to 15 per cent. In ad­
.oltlon. a 5 per cent compulsory loan levy. based on per­
sonal Income tax. was imposed on Individual taxpayers. 

The deficit before borrowing in 1982183 was estima­
ted at A2 380 million. or 2,8 per cent of gross domestic 
product. Together with loan redemptions of Al 246 m il­
lion. the total financing reqUIrement came 10 R3 626 mll­
han. It was anticipated that this amount would be finan­
ced as follows : 

Foreign loans ... ......................... _. _ ........ _ ..... , 
Domestic loans ' 

Public Debt Commissioners .. ... ...... ... ..... . 
Ae-Investment of maturing stOCK Issues . 
New stock Issues .................................. . 
Non-marketable secuntles ......... _ .......... .. 
Loan levy on individuals ......... _ ...... ......... .. 
Use of available balances ...................... . 

A millions 
250 

290 
614 
800 
550 
115 
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Capital market 

Substantia lly smaller increase in holdings of 
longer-term funds with non-contractual 
savings institutions 

Aeflecting the general scarCity of funds In the economy 
and levels of short-term interest rates that were higher 
than those of 10nQ-term rates. the seasonally adjusted 
holdings of longer-term funds with banking institu tions. 

budding societies. governmefJt saving schemes and 
participation mortgage bond schemes increased by on­
ly R92 million during the first quarter of 1982. During 
1981 these holdings showed an average quanerly in­
crease of R598 million. 

Seasonally adiusted hold ings of savings and long­
term depOSits with banKimg institutions actually decli­
ned by A73 million during the first Quarter. compared 
With an average quarterly Increase of R105 million du­
flng 1981 . Building societies experienced an apprecI­
able net outflow of funds dUring January and February. 
but their shares and deposits nevertheless showed a 
seasonally adjusted increase of A161 million during the 
firs t quarter as a whole. This net Inflow of funds was 
considerably smaller than the Quarterly average of A397 
million 10 1981 . Government saving schemes recorded 
a net outflow of funds of R34 mllion during the first 
Quarter. while funds Invested With partiCipation mort~ 
gage bond schemes increased by A38 million during 
this period. 

As a result of active competi tion for funds, deposit In~ 
terest rates rose further from the beginning of 1982. 
The accompanying table shows the increase In the mer 
re important rates during 1981 and the first five months 
of 1982, 

Selected interest rates' 
% 

Ordinary saVingS deposl1s . .. .. , 
SpeCial savings deposits . 
Fixed depoSits 

12 months ................... .....•.... -. 
24months ......... , ....... ........ " .. 
36months ........................ 
6Omonths ................................. 

BUIldinH society shares: 
Inde inile Reriod paid-up ............ 
Tax-frees ares ......................... 

Post Office Savings Bank cenifl-
cales ............................................ 
National Savings Certiflcales4 ••• 

Tax-free Treasury Bonds 

'Plecbin,oanl,.les 
>()epos!I50fless In.oR20 000 
'08l)O$IISOI uplO R1S 000 
",Average 'Ile O\fef lull PflfltldolllWHImefll 

1980 1981 1982 
31 Dec. 31 Dec. 31 May: 

3,50 4,00 4,00 
5.502 8.25' 8.75' 

8,50 11,50 16.00 
9,50 13,50 15.50 
9,50 13,25 14.00 
9.50 14,00 14,00 

8,00 11.50 14.00 
7,00 8.75 9,50 

7,00 8.75 9.50 
7,50 9,00 9,00 
7,00 8,75 9,50 
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l evelli ng-off of sharp rise in fixed-i nterest security 
yields 

The sharp rise in long-term fi xed-interes t security yields 
from March 1980 continued during the first quarter of 
1982. but tended to level off dUring April and May. On 
the one hand. the fixed-interest security market was in­
fluenced by the smaller than expected borrowing reqUi­
rement of the Central Government for the fiscal year 
1982/83 and by the postponement of long-term stock is­
sues by some public sector borrowers. On the other 
hand. long-term Investors with a substanllal cash inflow 
and already large holdings of money market invest­
ments displayed more Interest in long-term fixed-inte­
rest securities as an investment outlet. Generally. in­
vestment In fixed-interest securities was encouraged 
by weaker expectations of a further rise In long-term in­
terest rates and less favourable opportunities for fur­
ther Investment in the equity and real estate markets. 

~rea~er interest In fixed-interest securities and porl­
folio adjustments were reflected in a sharp rise in the 
value of gilt and semi-gilt-edged securities traded on the 
stock exchange. The turnover in these securities in the 
first quarter of 1982 was more than double the amount 
In the fourth quarter of last year and also exceeded the 
previous record In the second quarter of 1981 . The se­
condary market yield on long-term government stock 
rose from an average of 13.33 per cent in December 
1981 to 14,30 per cent in March and amounted to 14.15 

Secondary market yield. 
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per cent in May. The corresponding change in the long­
term yield on seml-gllt-edged stock of the highest grade 
was from 13,41 to 14.51 and 14.19 per cent. The yield 
on company loan secunties Increased from 14,58 per 
cent In December 1981 to 15.68 per cent in March and 
to 15.79 per cent In May 

Decline in turnover and pr ices in share market 
The sustained buoyancy of the share market during 
1981 and January 1982 was followed by a sharp decline 
In turnover and prices during the Ihree months from Fe­
bruary !O April. Factors contnbuting to thiS downward 
adjustment Included a further decline In the price of 
gOld. a furthef weakenmg of metal. mmeral and other 
commodity prices in international markets, and a great­
er awareness of an imminent slow-down of economiC 
activity in South Africa. 

The average mOnlhly turnover. in terms of the num­
berol shares traded on the stock exchange. was 19 per 
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cent lowerdunng the firs t fou r months of 1982 than du­
ring the fourth quarter of 1981, Share prices were on 
average 20 per cent lower In Apri l than In December 
1981 This decline was eVident In all classes of shares. 
Mining share prices feU by 23 percent white decreases 
o f 20 per cent and 17 per cent were recorded In the Pri­
ces of financial shares and Industrial and commerCial 
shares, respectively. Rellecllng the sharp decline In 
share prices. the average dividend Yield on all classes of 
shares rose from 6,54 per cen l In December 1981 to 
8.08 per cent in April 1982. 

Restrained activity in mortgage market, but high 
level of activity in real estate market 

The bUilding societies' mortgage lending continued to 

be restrained by the general scarCity of funds. Never­
theless. the seasonally adjusted amount of new mort· 
gage loans granted dunng the first quarter. namely 
R473 million, was sligh tly in excess of the quarterly 
average of A425 million in 1981. The seasonally adJus­
ted amoun t of new mortgage Joans actually paid out. 
however. fell from a Quarterly average of R821 million in 
1981 to R486 miUion in the first quarter In order to 
maintain the amount of new mortgage lending at a fairly 
high level, the societies reduced their holdings of pre­
scribed Investments by Rl72 million dUfing the first 
quarter, 

The effect of the higher deposit interest rates on the 
margin between the bUilding societies' borrOWing and 
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lending rates Induced the socielles to raise thel' mort· 
gage rates by 1 per cent In February. After this increase, 
the home mortgage rates of the societies ranged from 
13.25 to 15,25 per cen!. The mortgage rate of participa­
tion mortgage bond schemes was also adjusted up­
wards from 14.9 per cent at the end of 1981 to 17,5 per 
cent at the end of April. 

Owing to a hIgh level of turnover in non-residential 
bUildings. stemming from Increased institutlonallnvest­
ment in feat estate. the seasonaUyadjusted value of feal 
estate transactions rose to a new record level of R17 12 
million in the fi rst Quarter. ThiS figure was notably higher 
than the corresponding figure of R1 458 mill ion In the 
preceding quarter and the Quarterly average of Rl 535 
million In 1981 
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