
Quarterly economic review 

Summary 

.Informat ion for the second and thi rd quarters of 1983 
Indicates that the economic downswing In South Africa 
may have begun to level out. Non-agricultural real output 
and employment. for example. showed moderate reco­
veries as from the second quarter. However. without 
further confirmation. it is stil l uncertain whether this 
change should be diagnosed as a lower turning pOint of 
the business cycle . But irrespect ive of any cyclical 
change. the average level of real gross domestic product 
In 1983 will probably be about 3 per cent lower than in 
·1982. 

The observed rise in real output was main ly due to an 
acceleration of the increase in real private as well as 
government consumption expenditure and a lower rate 
of depletion of industrial and commercial inventories. 
Apparently. the higher rate of monetary expansion 
during the second half of 1982 and most of the fi rst half 
of 1983 and the decline in interest rates from the third 
quarter of last yea r to early 1983 were accompanied by a 
change in expectations and consumer sentiment. which 
eventually came to be reflected in higher consumption 
expenditure and smaller inventory disinvestment. It is 
uncertain. however. to what extent the Improvement in 
these demand components wi ll be sustained in the fourth 
quarter. particu larly in view of new developments from 
the third quarter onwards. These include the lower rate 
of monetary expansion and accompanying higher interest 
rates from the third quarter. the contractionary effect of 
a decline in the general availability of funds on residential 
construction and related consumer expenditure on 
durable goods. the further decline in the gold price from 
the beginning of October. and the influence of lower 
share and fixed property prices on private wealth and on 
consumer sentiment. Tothis must be added that thearti­
ficia l stimu lation of consumption expenditure on motor 
vehicles by the int roduction of new models. has largely 
fallen away. 

The other main generating force of economic growth. 
namely an Increase in the demand for South Af rican 
exports. has remained fai rly weak . In the fi rst three 
quarters of 1983. a slight increase in exports of minerai 
products was neutralised by lower agricultural exports. 
Furthermore. the gold price remained moreorlessat the 
lower level to which it had declined in February this year 
and fell even further from the beginn ing of October. 
However. economic recovery is now in progress in the 
industrial countries and in time this should be reflected In 
a marked increase in Sou th Africa's non-gold exports. 

Despite the weak performance of total exports. the 
current account of the balance of payments remained In 
surplus in the fi rst three quarters of 1983. largely 
because of a low level of imports. However. the surplus 
in the third quarter was somewhat smaller than in the 
preceding two quarters of the year. The overall balance 
of payments was also in surplus in the third quarter and 

th is was ref lected in an increase In the net gold and other 
foreign reserves. In these circumstances. the rand ap­
preciated slightly against a basket of currenCies during 
the third quarter. but coinciding with the further fall in the 
gold price. it depreciated in terms of all major currencies 
during OctOber and November. On balance. the effective 
exchange rate of the rand declined slightly during the 
fi rst ten-and-a-half months of 1983. but It was still consi­
derably above its lower turning point in the middle of 
1982. 

The rate of growth In the money supply wh ich had ac­
celerated during the second quarter. slowed down in the 
third quarter. A disintermediation of credit transactions. 
followed by the reverse process of re-i ntermediation. 
however. caused considerable fluctuations in the money 
supply. as measured at month-ends. in the course of the 
th ird quarter. The lower rate of monetary expansion was 
accompanied by: a general Increase in interest rates . 
From the beginning of OctOber. when the gold price 
declined to a lower level. the increase in interest rates 
became more pronounced. 

Coinciding with a decreased general availability of 
funds. activi ty in the different sections of the capital 
market. such as the fixed-interest security. share. mort­
gage and real estate markets. was at a notably lower 
level than earlier this year. The market for inter-company 
borrowing and lending apparently also tightened towards 
the end of the third quarter. causing credit transactions 
to revert back to the banking system. 

A major reason for the lower rate of Increase in the 
money supply during the third quarter was the success 
of the Government In financing Its deficit before bor­
rowing w ithou t recourse to net bank credit. During the 
second quarter the Government's use of net bank credit 
had contributed considerably to the higher rate of mone­
tary expansion. Although the rate of increase in central 
government expenditure slowed down in thethirdquarter. 
it was well above the Budget ta rget in the first half of the 
1983/84 fisca l year. The rate of increase in central 
government revenue in the first ha lf of the fiscal yea r was 
also higher than the Budget target. but the rate of 
increase in some of the main revenue components fell 
short of Budget expectations. It is expected that expen­
diture as well as the deficit before borrowing in the fiscal 
year as a whole will be well in excess of Budget esti­
mates. 

The rate of price increases slowed down considerably 
in the th ird quarter. At a seasonally adjusted annual rate. 
the increase In consumer prices slowed down from 15.5 
per cent in the first quarter of 1983. to 12.7 per cent and 
5.4 per cent in the second and third quarters. respec­
tively. As a reSu lt. the rate of increase in consumer 
prices. measured over a twelve-month period. decele­
rated to 10.9 per cent in September and further to 10.7 
per cent in October. It appears. therefore. tliat the official 
policy aim of redUCing the high rate of inflation is now 
beginning to show positive resul ts. 

5 



Domestic economic developments' 

Dom est ic output 

Despite a further decline in real agricultural output In the 
third quarter of 1983, rea l gross domestic product 
showed its first quarterly increase since the fourth 
quarter of 1981. It is evident. therefo re, that the real 
output of th'e non-agricultural sectors of the economy in­
creased further in the th ird quarter, after it had already 
begun to rise in the preceding quarter. In the first th ree 
quarters of 1983, rea l gross domestic product was about 
4'/2 per cent lower than in the corresponding period of 
1982, but with prospective output in the fourth quarter 
probably remaining at the somewhat higher level of the 
thi rd quarter, it is expected that the decline in the year as 
a whole w il l be of the order of 3 percent. 

A sectoral breakdown of the real gross domestic pro­
duct In the third quarter shows that agricu ltural output 
fell to its lowest quarterly level in 15 years . A decline, but 
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fairly small, was also recorded in the output of the sector 
electricity, gas and water because of the cut-down on 
electricity and water consumption prompted by the gen­
eral scarcity of water In large areas of the country. On the 
other hand, the output of most other sectors of the 
economy increased, in particular the output of gold as 
well as non-gold mining, manufacturing, construction, 
commerce and the services sectors. Some of these in­
creases were, however, of fa irly moderate proportions 
and cannot be interpreted as a fi rm indication of a new 
upward trend. 

Owing mainly to the decline in the price of gold, Sou th 
Africa's terms of trade deteriorated furthe r in the third 
quarter. Real net factor payments to the rest of the 
world, however, decreased considerably, largely be­
cause of a substantial reduction In interest and dividend 
payments to foreigners. As a result. the real gross national 
product rose considerably In the third quarter, after sharp 
declines had been recorded in the first half of the year. In 
the first three qua rters of 1983, rea l gross national 
product was about 2 per cent lower than in the corre­
sponding period of 1982. 
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Domestic expenditure 

After having declined for five consecutive quarters, real 
gross domestic expenditu re increased appreciably in the 
third quarter. This was reflected in all major expenditure 
components, except the fixed capita l outlays of the 
public sector. In the first three quarters of 1983, real 
gross domestic expenditure was about 7'/2 per cent 
lower than in the correspond ing period of 1982. How­
ever, at the present somewhat higher expenditure levels, 
it is expected that the rate of decline in 1983 as a whole 
wil l be somewhat lower. 
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ri se, owing mainly to increased expenditure on new 
motor vehicles, which reflected, among other things, 
the introduction of new models and a further expansion 
of the practice of providing motorcarsas part of pay pack­
ages. Notwithstand ing the increase in the second and 
third quarters, the average level of real private con­
sumption expenditure was still sligh tly lower in the first 
three quarters of 1983 than in the corresponding period 
of 1982 , However, if the presen t higher level of expen­
diture continues into the fourth quarter, a small increase 
could materialise in 1983 as a whole . 

An Interesting feature of the behaviour of rea l private 
consumption expenditure so far in the downswing has 
been tha t expenditu re on durable goods has not dec lined 
to the same extent as during previous periods of 
economic contract ion. This relative stability of durable 
consumption expenditure has apparently been due to 
the high level of residential construct ion and an accom­
panying demand for furn iture and household appliances 
as well as to the aggress ive marketing of motorveh lcles. 
The .implicat ion is that the customary replacement 
demand may be of somewhat smaller dimensions 
during the next upward phase of the business cycle. 
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Referring to the main components of real gross dom­
estic expenditu re, rea l private consumption expenditure 
Showed a notable further increase in the th ird quarter. All 
con sumption expenditure components cont ributed to 
this change. Outlays on non-durable goods and on ser­
vices increased at a somewhat higher rate than in the 
first half of the year. In the semi-durable goods category, 
expenditure on cloth ing and footwear showed signs of a 
recovery from th e low level 10 which It had decl ined pre­
viously. Out lays on durable goods showed a fa irl y large 
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In the third quarter real government consumptIOn ex­
penditure remained at the high level to which it had risen 
in the preced ing quarter. In the fi rst th ree quarters of 
1983 real government consumption outlays were about 
'12 per cent higher than In the corresponding period of 
1982. Real salaries and wages rose by 4'12 per cent in 
this period , whereas outlays on goods and otherservices 
decreased by 4 per cent. It is anticipated, however. that 
in 1983 as awhole real government consumption expen­
diture will increase at a signif icantly higher rate because 
of an expected la rge increase m Central Government ex­
penditure in the fourth quarter. 

The decline In real gross domestic fixed investment in 
the third quarter was confined to the public sector. Real 
fixed investment by public authorities. which had re­
bounded sharply in the second quarter on accountof pur­
chases of new aircraft by the South African T ranspart 
Services. in the third quarter reverted back to a level only 
slightly higher than in the first quarte r. Fixed capital ex­
penditure by public corporations maintained ItS 
downward trend, w hile that of the private sector In­
creased only slightly. In the first three quarters of 1983 
total real gross domestic fixed Inves tment was abou, 9 
per cent lower than in the comparable period of 1982. 
The corresponding decreases for public authorities, 
public corporations and the private sector amounted to 
12'12. 10 '12 and 7 per cent, respectively. Owing to the 
moderation of the decline in overall real fixed In­
vestment, the rate of decline in 1983 as a whole is ex­
pected to be slightly lower than in the fi rst th ree quarters 
of the year. 

Mainly owing to the completion of Sasol's second and 
third oil-from-coal plants, real fixed capita l expenditure 
by publ ic corporations decreased notably in the second 
half of 1982 and the jirst th ree quarters of 1983 Fi xed ca­
pital outlays by Escom . however, remained at a high 
level. The decl ining trend In the private sector's real fixed 
investment did not continue in the th ird quarter. Small In­
creases in the outlays of manufactUring and on building 
construction more than offset declines regi stered by 
mming and commerce. The rate of capacity utilisation m 
tota l manufacturing Increased slightly to 85 per cent in 
the third quarter of 1983. 

Although in real terms inventories were liquidated 
fu rther In the third quarter. the decline was the smallest 
since the process of destocking had started in the 
second quarter of 1982. Reflec ting the lower rate of 
depletion. real industria l and commercial inventories 
dec lmed at a seasonally adjusted annual rate of only 
R298 million in the third quarter, compared with as much 
as R 1 568 million in the four th quarter of 1982. Despite 
imports of maize, agricultural stocks-In-trade decreased 
further In the third quarter. 

Factor income and saving 

In terms of successive quarterl y changes. the rate of in­
crease In nominal salaries and wages accele rated from 
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11 per cent in the first quarter to 12'12 and 14 per cent in 
the second and third quarters. respectively. Never­
theless. the rate of Increase m the first three quarters 01 
1983. compared w ith the corresponding period of 1982. 
amounted to on ly 12 per cent. I.e. well below the rate of 
Increase In each of the preced ing four years . Reflecting 
main ly lower agricul tural income and the Influence of the 
recess ion on company profits, total gross operating 
surplus decreased somewhat in the first half of 1983. In 
the thi rd quarter it rose moderately, mainly as a result of 
larger profi ts of industrial and commercial enterpr ises. 

Gross domestic saving Improved further In the third 
quarter. As a ratIO of gross domestic product , It 
amounted to 26 per cent. as against the most recent low 
of 18 '12 per cent in the second quarter of 1982. The in­
crease in total saving during the first three quarters of 
1983 was almost entirely attributable to net corporate 
saving and provision forthe consumption of fixed capital. 
Owing to the narrowing gap between cu rrent income 
and current expenditure. the net saving of general govern­
ment in the first three quarters of 1983 was no less than 
Rl billion lower than In the comparable period of 1982. 
Net personal saving remained subdued and showed 
litt le change in the first three quarters of 1983 . As a rat io 
of persona l disposable income. It rema ined at a histor i­
cally low level of 3'12 per cent. 

Empl oyment ' 

The levelling out of the decline in real economic actiVi ty 
was also evident in employment. Total non-agricu ltu ra l 
employment, w hich had declined during the second ha lf 
of 1982 and the fi rst quarter of 1983, actually showed a 
slight Increase in the second quarter. Employment in the 
private sector did not decline further In the second 
quarter, w hile employment by publ ic authOrities main­
tained its upward course. In the private sector. employ­
ment receded furthe r in manufactu ring. cons truction 
and non-gold mining, but mcreases were recorded in the 
number of workers employed by financial institutions, 
gold mining and the private transport sector. In manu fac­
turing, for which more detailed statistics are available, 
the existing labour force was used more fu lly, as was re­
flected in an increase in the number of overtime hours 
worked in relation to ordinary hours. 

In the fi rst six months of 1983 total non-agricultural 
employment was 1.9 per cent lower than in the corre­
sponding period of 1982. This was mirrored in an in­
crease in unemployment. Seasonally adjus ted. the 
number of registered unemployed Whites. Coloureds 
and Asians rose from 32 790 in December 1982 to 
40 012 1nJune 1983. Likewise. Black unemployment. as 
a ratio of the economically active Black population . in­
creased from about 8.2 per cent to 8.4 per cent dUring 

... Employment and labou r statistics refer to the non-agricultural 
sectors of the economy Da ta are avadable only up to the 
second quarter of 1983. 



Percentage change in employment in the non-agricultural sectors 
Seasonally ad justed annual rates 
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these six months. However. coinciding w ith the levelling 
out of the decline in employment. registered unemploy­
ment among Whites. Col'oureds and Asians declined 
subsequently to a seasonal ly adjusted figure of 34 644 in 
September. while the unemployment ratio for Blacks de­
creased to 8.1 per cent in September. 
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In nominal terms. average sala ries and wages per 
worke r rose by 14.8 percent in the first half of 1983. corr­
pared w ith the co rresponding period of 1982. In the cal­
endaryear 1982 the increase amounted to 18.6 per cent. 
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A slow-down occurred also in the rate of increase in real 
average remuneration per worker. namely from 3.5 per 
cent in 1982 to 1,2 per cent in the first half of 1983. 

Reflecting the lower rate of increase in labour remuner­
ation. the increase in un it labour cost decelera ted from 
19.9 per cent in 1982 to 17,9 per cent in the first half of 
1983 (compared with the fi rst half of 1982). The more 
moderate deceleration of the increase In unit labou r cost 
than in labour remunerat ion was due to a decline of 2.7 
per cent in labour productivity (as measured by real gross 

Productivity . remuneration and labour costs 
in the non-agricultural sectors 
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domestic product per worker) from the first half of 1982 
to the f irst half of 1983. This productivity decline fol­
lowed upon a decline of 0,8 per cent in 1982. 

Inflation 

The rate of inflation, and presumably also inflationary ex­
pectations, moderated significantly during the third 
quarter of 1983. Th is must be attributed in large measure 
to the reduced rate of increase of monetary demand 
during the preceding year or more, which, in tu rn , repre­
sented the net result of natural recessionary forces and 
monetary and fiscal adjustment policies . The slowing 
down of demand he lped to curb inflation in a nurnber of 
ways . First and foremost. it contributed to an appreciation 
of the rand in terms of other currencies from about the 
middle of 1982. This served to reduce the rate of in­
crease in import prices expressed in rand and, among 
other things, made it possible for the rand price of petrol 
to be reduced and other administered price i ~ creases to 
be restrained . By reducing the pressure on labour re­
sources, the slowing down of demand also contributed 
to the smaller increases in labour remuneration and unit 
labour cost. 

Illustrating the moderation of the inflation rate, the 
seasonally adjusted annual ra te of increase in consumer 
prices slowed down from 15,5 per .cent In the first 
quarter of 1983 to 12,7 per cen t and 5.4 per cent in the 
second and third quarters, respectively. Considering 
changes in consumer prices from one month to another, 
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the average seasonal ly adjusted monthly increase of 0,6 
per cent during the seven months to October 1983 was 
considerably lower than the corresponding monthly 
average increase of 1 ,2 per cent during the preceding six 
months. Further evidence of the recent slow-down in 
price increases is provided by the deceleration of the in­
crease in production prices from a seasonally adjusted 
annual rate of 12,2 per cent in the first quarter of 1983 to 
9.7 percent in the second quarter and only 2,9 per cent in 
the third quarter. 

The significant ly lower rate of price increases dUring 
the third quarter served to reduce also the level of the in­
flation rate. Taking the rise in consumer prices as a repre­
sentative indicator of inflation, the rate of increase overa 
twelve-month period in consumer prices decelerated 
from 12.4 per cent in June 1983 to 10,9 per cent in Sep­
tember and to 10,7 per cen t in October. Measured simi­
larly, the increase in production prices slowed down 
from 10,7 per cent in June to 9,6 per cent in September. 

The lower ra te of increase in consumer prices from the 
second to the third quarter was evident in the prices of 
most consumer goods and serVices. Notable excep­
tions, however, were the higher rates of increase in the 
prices of new motor vehicles, motor spare parts and 
w ater as well as in house and flat rent, wages of dom­
estic assistants and the cost of transport se rvices. 



Balance of payments 

Cu rrent account 

A further. but somewhat smaller. surplus was recorded 
on the current account of the balanceof payments In the 
third quarter of 1983. At a seasonally adjusted annual 
rate. the su rplus diminished from Rl 670 million and 
R 1 790 million in the first and second quarters of 1983. 
respectively. to Rl 320 million in the third quarter . The 
smaller surplus resu lted from an increase in merchan­
dise Imports and a simultaneous small decline in mer­
chandise exports . Part of the effect of these changes 
was offset by a slight increase In the value of the net go ld 
output and a sharp decline in net service and transfer pay­
ments 10 the rest of the world. 

Balance on current account 
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The Increase in imports in the third quarter was entirely 
due to a higher volume of imported goods. Import prices 
actually dec lined because of the low rates of inflation of 
South Africa 's main trading partners. a small increase in 
the effective exchange rate of the rand and a fa ll in the 
prices of imported minerai products . Import volumes 
were higher despite a substantial decline in imports of 
mineral products and in transport equipment. the latter 
re flecting the effect of the delivery of aircraft in the pre­
ceding quarter. Although the drought resulted in larger 
agricultural imports. the volume Increase was also 
evident in virtually all the remain ing categories of Im­
ports 

The effect of the drought was more pronounced in the 
case of exports. A substan t ial dec line in agricultu ral 
exports was mainly respons ible for the static value of 
exports in the second quarter and the actual decrease in 
the third quarter. Exports of mineral products also de­
clined in the lalterquarter. mainly owing to a lower world 

Breakdown of merchandise imports and exports 
Seasonally adjusted annual rates 
R millions 
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demand for coal. An increase In prices caused other 
exports 10 show a smal l increase In the third quarter. Re­
flecting a general increase in world commod ity prices 
from the end of las t year. export prices were on average 
about 9 percent higher in the third quarter of 1983 than in 
the fourth quarter of 1982. 

The value of the net gold output. at a seasonally adjusted 
annual rate. increased slightly from R9 880 million in the 
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second quarter of 1983 to R10 020 million in the third 
quarter as a result of an increase In volume. On the 
London market the price of gold per fine ounce declined 
from an average of US $428 In the second quart er to US 
$41 7 in the thi rd quarter. Taking into account the de· 
preclation of the rand in te rms of the US dollar during the 
thi rd quarte r. the rand price of gold declined much less 
from an average of R465 in the second quarter to R4621n 
the third quarter. In early October the price of gold fell 
below US $400 per fine ounce. averaging $394 In this 
month and $380 In the first three weeks of November. 

A decline in dividend payments was mainly responsible 
for the lower net service and transfer payments to foreign­
ers in the third quarter. The decline In dividend payments 
was in response to the lower gold price. the depressed 
domestic economic condi tions and net sales byforelgners 
of share investments in South Africa from February this 
year. In addition. lower Interest payments and freight 
and merchandise Insurance payments to foreigners were 
recorded in the third quarter . 

Capita l account 

The large net capital outflow during the fi rst half of 1983. 
mainly in the form of a net outward movement of short­
term funds . was followed by a small net Inflow in the 
thi rd quarter. More specifically. the re was a sharp reo 
versal of the net outflow of short-term capital not related 
to reserves In the third quarter. To a large extent the 
renewed net Inflow of;;hort-term capital during the third 
quarter was in response to the increase in interest rates 
and a change in exchange rate expectations. which en­
couraged trade financing to revert to the uncovered use 
of fore ign credits at lower interest rates . 

Most of the net Inflow of short-term capital In the third 
quarter was. however. offset by a net outf low of long­
term capital. Public corporations continued to borrow on 

Net capital movements 
R millions 

Long-term capital 
Central govemment and banking 

1983 
1 st qtr. 2nd qtr. 3rd qtr. 

sector ................................... -130 478 57 
Public corporations and local 

authorities ............................ 181 25 142 
Net sales by foreigners of secur-

it ies quoted on the Johannes-
burg Stock Exchange ............ -477 - 258 - 284 

Other private sector ... .. ... ......... 74 134 -612 
Total ................................... ...... -352 379 - 697 
Short-term capital not related to 

reserves, but including unre-
corded transactions .............. -363 -1 070 754 

Neteapita l inflow ............... .... - 715 -691 57 
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a net basis from foreigners . but. follOWing the abolition 
of exchange control over non-residents In February th is 
year. there was a substantial net outflow of long-term 
funds from the private sector. amounting to R896 million. 
Part of this. namely R284 million. represented further net 
sales by foreigners of securities quoted on the Johan­
nesburg Stock Exchange. which brought the total for the 
first three quarters of 1983 to R1 019 mil lion. Apart from 
seiling portfolio' inves tments in South Africa. foreigners 
also sold some of thei r di rect investments to South African 
residents. Although most of these transactions had been 
concluded earlier. a major part of the payment was ef­
fected only In the third quarter. 
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Changes in foreign reserves 

Taken together. the transactions on the current and capital 
accounts of the balance of payments gave rise to an in­
crease of R205 million in net foreign reserves during the 
third quarter. Previously. these reserves had increased by 
R1 64 million dUring the first quarter of 1983. but had de­
clined by R331 million dUring the second quarter. 

Liabilities related to reserves increased by R452 million 
during the third quarter. mainly because of short-term foreign 
borrowing by the Reserve Bank In August to strengthen 
the foreign reserves before the introduct ion of the new 
foreign exchange market arrangements in early Sep­
tember. Gross foreign reserves rose by R293 million 
during the third quarterto a level of R4 573 million at the 
end of September. 

Exchange rates 

The new arrangements Introduced in the foreign ex­
change market in early September. which meant. among 
other things. that the Reserve Bank would no longer 
quote a spot exchange rate. had little immediate effect 
on the exchange rate of the rand . The new market-deter­
mined exchange rate remained in line with the previously 
existing rate which had been influenced more directly by 
the Bank. On balance. the rand appreciated by 1 per cent 
in terms of all other currencies during the th ird quarter. 
which brought the total appreciation during the'first nine 
months of 1983 to 3'/2 percent. The rand appreciated in 
terms of most major currencies during the third quarter. 
with the exception of the US dollar and the Japanese 
yen . 

The sharp decline in the gold price from the beginning 
of October caused the effective exchange rate of the 
rand to decline by nearly 4 '12 per cent during this month. 
or to about 1 per cent below ItS level at the end of 1982. 
This depreciation was evident in terms of all major cur­
rencies. During the first few days of November. the gold 
price dropped below US $380 per fine ounce. momen­
tarily causing considerable uncertainty in the foreign ex­
change market. Th is was temporarily reflected in a w iden­
ing of the ma'rgins between bUYing and selling prices for 
dollars quoted by the foreign exchange dealers and also 
in volatile rand-dollar exchange rates . However. normal 
market forces proved qUite capable of handling the situ-

Percentage changes in exchange rates of the rand 

Effec tive exchange rate .. . 
U.S dollar .. .. . . .... ............. .. ......... .. ...... ,. 
Brit ish pound .,. , ...... , ... , ...... ,.. .... .. . .. _ ............. ...... , .... ,. 
German mark ..... , ........ , ..... " ... . .... .... ..... ..... .... ... .. ........ . 
Swiss franc .... " , ... ,., ................... , ....... ... , ............... ........ .. 
Japanese yen .... ,., ...... ,., ................ .... , ... ... " ... ..... "., .... , ... .. . . 
French franc ... , .... .... .... .... , ........ ,., .. ....... ... , ...... .. ..... . 
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allan and. without signi f icant Reserve Bank inter­
vention. orderly conditions were promptly restored and 
the exchange rate subsequently remained very steady 
around a level of 85 US cents per rand. During the first 
three weeks of November the rand depreciated by 4.3 
per cent In terms of the US dol lar and by 3.0 per cent in 
terms of all currencies. 

31 Dec 1982 30June 1983 30 Sept 1983 31 Dec 1982 
to to to to 

30 June 1983 30 Sept 1983 31 Oct 1983 31 Oct 1983 

2.6 1.0 -4,4 - 0.9 
- 1,9 -0.7 -4.6 - 7.0 

4.3 1,4 -4.5 1,0 
5.1 2.8 - 4.9 2.8 
3.6 0.3 -4,1 - 0.4 
0.1 -2.2 - 5.6 - 7.6 

11.5 4 .0 -4.6 10.7 

13 



Money and credit 

M oney supp ly changes 

The rate of growth of the broadly defined money supply 
IM ,I declined considerably from June to August. but 
accelerated again In September. Measu red over a twelve­
month period. the rate of increase in M2 slowed down 
from 24 per cent in May to 19 per cent In August. before 
ris ing to 23 per cent in September. However. in terms of 
quarte rly changes. the rate of increase in M , . at a sea­
sona lly adjusted annual rate. dec lined from 28 per centl n 
the second quarter to 20 per cent in the third quarter. 
Measured money supply figures for the th ird quarter 
once again illust rated the instability of these figuresas at 
month-ends. This was partly attributable to the dis inter­
mediation of credit transactions during July and Aug ust. 
which helped to reduce the seasonally adjusted annual 
rate of increase of M 2 during these two months to only 
1 per cen t. fo llowed by la rge-scale re-i ntermediation 
during September. which helped to ra ise the M , annual 
growth rate during the quarter as a whole to 20 per cent. 
The latter re-intermedia tion was due. among other 
things. to tight conditions in the market for inter-company 
borrowing and lending. 

The slow-down of the rate of monetary expansion 
from the second to the thi rd quarter of 1983 was clearly 
reflected in changes in most short and long-term interest 
rates . From the middleof Junetoabout the end of August 
these rates increased sharply. In September. how­
ever. most short-term interest rates tended to ease 
somewhat. 
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Changes in M 2 

Seasonallyadjusled 
Rm ill ions 

Changes In M2 . 

Contributions to changes til Mi' 
Net bank credit to govern~ 

l stqtr. 
1 387 

'983 
2ndqt r. 3rdqtr. 

1 578 1 250 

ment sector ............ ...... -11 468 - 1 '55 
Bank credit to the private sector __ 9:-.7:-3=---c-,-:2",' ",' __ 2_':-4",4:­
Total domestic bank credit ... 962 1679 989 
Net gold and other foreign re-

serves "., .... 
Long-term deposIts (Increase -

decrease + ) ....... . 
Otherrtems (net) ... . 

Total changes In M2 .. . 

857 

-' 89 
- 243 

1 387 

- 284 

t 7 
166 

1 578 

- 529 

330 
460 

1 250 

~ Excluding compensation of R892 mill on paid by the Government to 
the Reserve Bank In July In respect of losses on forward exchange 
contracts 

Contribut ions to money supply changes 

As shown in the accompanying table. the dominant 
"contribution" to the expansion of the money supply 
during the third quarter was a further sharp increase in 
bank credit to the private sector. This was supple men ted 
by a substantial decline in the long-term deposits of the 
private sector, wh ich was probably related to expec­
tations that Interest rates might increase further and to 
the fairly t ight inter-company market. These posi t ive 
contributions to the money supply growth w ere coun­
tered to some extent by declines in the net gold and other 
foreign reserves and net bank credit to the government 
sector. Although the overa ll balance of payments situation 
improved during the third quarter. as was pointed out In 
the d iscussion of the balance of payments. th iS improve­
ment fel l sho rt of the normal seasonal pattern . The sea­
sona lly adjusted net gold and other foreign reserves. 
therefore. declined substantially. The decli ne in net bank 
credi t to the government sector reflected the conscious 
effort on the part of the Central Government to finance 
ItS defici t before borrowing w ithout recou rse to bank 
credit. as discussed In the government fi nance sect ion 
of this review. Previously. during the second quarter the 
Government's use of net bank credit had exerted a major 
expansionary influence on the money supply. 



Causes of changes in M2 
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A millions 
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Bank credit to the private sector 

Measured over a twelve-month period, the increase in 
bank credit to the non-bank private sector accelerated 
from 16 per cen t in March to 18 per cent in June and 21 
per cent in September. Qua rterly changes, in terms of 
seasonally adjusted annual rates of increase, showed a 
roughly similar pattern, accelerating from 16 per cen t In 
the first quarter to 34 per cent in the third quarter. 

As shown by the breakdown of changes in bank credit 
to the private sector in the accompanying table, the 
sharp rise In bank credit to the private sector during the 
third quarter was due to an increase in the loans and 
advances of commercial, merchant, and monetary gene­
ra l banks. This included considerable increases in hire­
purchase credit, leasing finance and" other" loans and 
advances, The increase in hi re-purchase credit was 
related tothe notably higher level of retailsales (including 
motor vehicle sales) in the third quarter. The more rapid 
expansion o f "other" loans and advances reflected the 
re-intermediation of credit transacllons during Sep-

Loans and advances of banking sector ·to 
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tember, oWing to the narrowing of the margin between 
the cost of acceptance financing and overdraft rates and 
to tighter conditions in the inter-company credit market 
An indication of this re-Intermediation I,S provided by the 
decline during the thi rd quarter of R330 million in out­
standing repurchase agreements entered Into by mon­
etary banking institutions in respect of securities rep­
resenting claims on the private sector. 

The table also shows that the Reserve Bank'scredlt to 
the private sector increased considerably dunng the 
third quarter because of purchases of private sector 
paper from banking institutions as part of the Bank's 
policy to Iron out short-term fluctuations In money 
market conditions and interest rates. A correspondingly 
large decline therefore occurred in the commercial. mer­
chant and monetary general banks ' bills discounted and 
their investment In pnvate sector securities 

Changes in bank credit to the private sector 
Not o:;cdsonally adjusted 
R millions 

1983 

1stqtr. 2nd qtr. 3rd qtr. 

Reserve Bank . , .... 69 135 833 
NFC and discount houses 311 - 490 242 
Land Bank -330 142 -81 
Other monetary banks 

Deoosils and Investments -298 677 -528 
Bills discounted 166 -234 -386 
Hire-purchase credit 187 168 334 
LeaSing finance 75 115 213 
Other loans and advances I 198 797 1 363 

Total . 1 378 1 310 1 990 
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Financial markets 

Reserve Ba nk operations in the f inanc ial markets 

The Reserve Bank's operations in the financial markets 
dUring the third quarter and October conSisted mainly of 
substantial sales of government stock In the secondary 
market and accommodation of the money market In 
order to moderate or smooth seasonal and other short­
term fluctuat ions In money market condi tions and in­
terest rates . 

Reserve Bank accommodation In the broad sense and 
other operations In the money market took several 
forms' 

1 From June onwards securities were bought under 
repurchase agreements from discount houses and 

banks. Ag reements outstanding amounted respectively 
to R409 million, R459 million, R1 200 million and R1 201 
over the July, August, September and October month­
ends. Subsequently, however, the outstanding amount 
declined to R500 million on 21 November. 

2. Liquid bankers' acceptances With maturities not 
exceeding three months were purchased outright 

from the discount houses. This new method of accommo­
dation caused the Bank's holdings of these securities to 
rise from R57 million at the endof August to R142 million 
at the end of OctOber, but by 21 November they had de­
creased to R55 million. 

3 Call depOSits of R147 million were placed by the 
National Finance Corporation With discount houses 

over the October month-end. On 21 November these 
depOSits amounted to R 150 million 

4. Short-term government stock maturing on 1 Decem­
ber 1983was purchased toanamount of R170 million. 

5. The amount of Treasury bills offered at the weekly 
tender was reduced from early September, but was 

Increased again In November. 

6. The liqUid asset reqUirements for banking institutions 
were lowered on 18 Julyand again on 20 September 

In order to free liqUid assets which could be used by the 
banks to meet pressures on their cash resources liqUid 
assets freed in this way amounted to approximately 
R 1 000 mil lion and R1 500 million In July and September, 
respectively. 

7 The "ultimate cash shortage" in the market was ac-
commodated through the rediscount ing of seCUrities 

held by discount houses and through overnight loans to 
discount houses and banks Theamounts involved in this 
form of accommodation were respectively R570 million, 
R1 187 m-lillon, R850 million and R753 million over the 
month-ends of July, August , September and Octobe r, 
and R484 million on 21 November 

Net sales of government stock by the Reserve Bank In 
the secondary market amounted to R968 mill ion during 



the third quarter and R72 million during October. No 
further sales were made during the first 20days of Novem­
ber. but on 21 November the Reserve Bank sold govern­
ment stock on a tender basis in the market. Tenders to 
the amount of R100 mil lion for long-term stock were 
accepted, while tenders of R32 million for short-term 
stock were allotted. Most of this stock was obtained on 
tap from the Treasury. These sales formed part of the 
Reserve Bank's policy of controlling the money supply 
and assisting the Government in its borrowing pro­
gramme so as to avoid resort to bank credit. The simul­
taneous marketing of government stock and accommo­
dation of the money market implied no Inconsistency of 
policy . The reconciliation of the need to control the 
money supply w ith that of moderating short-term 
money market fluctuations, forms a normal part of 
central banking. 

Changes in short-term interest rates 

Short-term interest rates began to Increase in early June 
at a t ime when the rate of monetary expansion slowed 
down and conditions in the money market tightened. An 
increase in the cost of accommodation in the form of 
rediscounting and overnight loans also contributed to 
this Increase. During September short-term rates 
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tended to ease somewhat, but coinciding with the de­
cline in the gold price and its effec t on general liquidi ty, 
these rates resumed an upward cou rse from the begin­
ning of October. 

For example, the rate on three-month bankers ' accept­
ances rose from 12,0 per cent on 3 June to 16,9 per cent 
on 19 August, but declined to 15,5 per cent on 30 Sep­
tember. Subsequently, it Increased again to 16,75 per 
cent on 18 November. The Treasury bill tender rate rose 
from 11,75 per cent on 3 June to 15,82 per cent on 19 
August. declined subsequently to 15,07 per cent on 
30 September, and then Increased to 15,61 per cent on 
18 November. The commercial banks' prime overdraft 
rate was raised in four steps from 14 percent in June to 
18 per cent in August and was increased furtheno 19 per 
cent from 23 November. 

Capital market cond it ions 

The seasonally adjusted increase in holdings of longer­
term funds with banking institutions, building SOCieties. 
part iCipation mortgage bond schemes and government 
savings schemes slowed down conSIderably from 
R1 419 million in the first quarter of 1983to R948 million 
In the second quarter and only R86 million in the th ird 
quarter. Th is change affected all the Institutions con­
cerned. Fo, example, ho ldings of longer-term funds with 
banking inst itutions , seasonally adjusted, Increased by 
R27 1 milli on during the second quarter. but actually 
decreased by R450 mill ion dUring the third quarter. In the 
case of the building SOCieties, the increase slowed down 
from R495 million dUring the second quarter to R378 
million dUring the third quarter. 

Changes in holdings of longer-term funds with non-
contractual savings institutions 

Seasonally adjusted quarterly changes 
Rmill ion::i 

t982 1983 
3rd 4th 1st 2nd 3rd 
qtr. ·qtr. qtr. qtr. qtr. 

Banking Institutions .. , ,. 667 317 239 271 -450 
Budding societies ," '" ..... 334 853 1 100 495 378 
PartiCIPation mortgage 

bond schemes .. ,'. 55 83 15 48 87 
Government savings 

schemes 38 55 65 134 71 
Total .. . 1 094 1 308 1 419 948 86 

Act ivity in the primary and secondary sections of the 
capital marker. Wh ich had declined notably In the second 
quarter of 1983, in mOSt Instances remained approxI­
mately at th is lower level in the third quarter. Secondary 
market turnover In the fixed-interest security market fell 
from R8 198 mill ion in the first quarter to R4 980 million 
and R5 274 mill ion in the second and th ird quarters, re­
spectively, New funds ra ised In the f ixed-interest secur-
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Security and real estate transactions 
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ity market by the public sector and companies listed on 
the stock exchange declined from R993 mil lion in the 
first quarter to R824 million in the second quarter. but in­
creased to R1 360 million in the third quarter because of 
larger net issues of public-sector stock. 

Turnover in the share mar et declined from R1 556 
mi llion in the first quarter to R1 029 mill ion and R868 
million in the second and third quarters. respectively . In­
cluded in these turnoverfigureswere sales by foreigners 
of shares listed on the Johannesburg Stock Exchange. 
which increased after the abolition of exchange control 
over non-residents in early February and the sharp fall in 
the gold price later in February. On a gross basis. these 
sales rose from R523 mi llion in the fourth quarter of 1982 
to R859 million in the first quarter of 1983. before de­
clin ing to R530 million in the third quarter. 

Share prices. which had risen on average by 12 per 
cent from December 1982 to February 1983. increased 
by only 2 percent from FebruarytoJuneand by3 percent 
from June to September. Reflecting the further decline 
in the gold price from the beginning of October. gold 
mining share prices decreased by 16 per cent from Sep­
tember to October. Price declines spil led over to the 
other sections of the market and share prices dec lined 
on average by 1 0 per cent during this period . 
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In the mortgage market. new mortgage loans granted 
by bui lding societies. seasonal ly adjusted. amounted to 
R1 548 mill ion and R1 461 million in the first two 
quarters of 1983. respectively. but declined to R1 134 
million in the th ird quarter. This lower rate of mortgage 
lending reflected the lower intake of new fu nds . Mort­
gage loans actual ly paid out. however. rose from a sea­
sonally adjusted amount of R1 204 million in the second 
quarter to R 1 447 mil lion in the third quarter. As a result, 
the societies" loan commitments declined by R185 
mi llion during the third quarter and. at the same time. 
their excess holdings of prescribed investments were 
reduced by R441 mi llion. 

The real estate market retained some of its buoyancy 
in the third quarterof 1983. but the rate of increase in the 
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value of real estate transactions slowed down consider­
ably. Seasona lly adjusted. these transactions rose from 
R1 995 mill ion in the first quarter of 1983 to R2960 
million in the second quarter and R3 048 mil lion in the 
third quarter. 

Changes in long-term interest rates 

Like short-term Interest rates, long-term rates remained 
fairly stable during April and May, but subsequently 
moved to higher levels. Thus, the. secondary market 
yield on long-term government stock rose from a 
monthly average of 12,25 per cent in May to 13.40 per 
cen t in August, before easing to 13,29 per cent in Oc­
tober. The average dividend yield on all classes of shares 
maintained a downward cou rse throughout the first nine 
months of 1983, amount ing to 6,0 per cent in March and 
5,6 per cent in June and 5,3 per cent in September. Re­
flecting the general decline in share prices, however, the 
Yield increased slightly to 5,7 per cent in October . 

The building societies' home mortgage rates were in­
creased from a range of 14,0 - 15,0 per cent in June to 
15,0 - 16,Opercent in August for loans upto R60 OOOand 
from a range of 15,25 - 15,50 per cent In June to 17,0-
17,5 per cent in August for loans In excess of R60 000 , 
These increases were related to upward adjustments in 
deposit rates . For example the rates quoted on twelve-

Long·term yields 
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month deposits by banks and bu ilding societies rose 
from 10,5 -11 ,0 per cent in June to 14,0 - 14,5 per cent 
in October. 

In October building societies were granted per­
mission to issue debentures and negotiab le certificates 
of deposit. Debentures must have a minimum maturity 
of 5 years and may not be redeemed before the expiry of 
the minimum matu rity. Negotiable certificates of de­
posit with minimum and maximum maturities of 1 and 5 
years may be issued, in total up to a maximum of 40 per 
cent of a bui lding society's deposit and debenture liab­
Ilit ies. "Short-term " negotiable certificates of deposit, 
i.e. certificates with origina l maturities of up to 2 years, 
may not exceed 20 per cent of a society's total deposit 
liabilities , 
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Government finance 

Exchequer issues 

I n the firs t two quarters of tile 1983/84 fiscal year, depart­
mental issues from the Exchequer Account (as adjusted 
for changes In the balances on the Paymaster-General 
Account) were respec tively 16,6 per cent and 12,0 per 
cent higher than in the corresponding quarters of the pee­
ceding fiscal yea r. After a re latively high rate of growth In 
the fi rst fiscal yea r quarter, the increa se In Exchequer 
Issues, therefore, slowed down to a rate more in line 
w ith the Budget estimate of 10,3 per cent for the fiscal 
year as a whole. In the first half of 1983/84, Issues in­
creased by 14,3 per cent, compared with the cOrre­
sponding period In 1982/83, Owing to higher interest 
payments resu lting from increased domestic borrowing 
as well as to salary increases, drought relief paymen ts 
anp th e usual additIOnal appropriations, it may be ex­
pected that the actual increase in expenditure as well as 
the de fic i t before borrowing In the fiscal year as a whole 
will be well in excess of the original Budget estimate. 
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Revenue collections by the Central Government in the 
first half of the 1983/84 fiscal year were 14,0 per cent 
higher than in the corresponding period of 1982/83, a 
rate of increase that was well above the Budget es tima te 
of 9, 6 per cent for the full fiscal year. Th is discrepancy 
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was due to considerably higher than expected receipts 
of Income tax and m ining lease payments from gold 
mining comparll8S, which sti li reflected the compara­
tively high gold price during the latter part of 1982 and In 
early 1983. Excluding these receipts, revenue collec­
tions du ring the first half o f the fiscal year Increased by 
7,7 per cent (compared with the firs t half o f 198283), 
whereas the Budget provided for an increase of 9,9 per 
cen t in the full fiscal yea r. 

An analysIs of the main non-gold mining sources of 
revenue shows that the rate of Increase In income tax 
receipts from Individuals In the first half of the current 
fiscal year exceeded the Budget estimate, probably be­
cause of the still fairly high rate of Increase In nominal sa­
laries and wages and the effect o f "fiscal drag " Tax pay­
ments by non-gold mlnlC.g companies, however, n­
creased at a rate well below the Budget target, oWing to 
the effect o f the cu rrent recession on company profits 
Exclud ing the su rcha rge on Imports, customs duties 
were actual ly lower In the first hal f of 1983/84 than In the 
corresponding period of 1982/83, whereas the Budget 
provided for an increase of abou t 7 per cent in the fiscal 
year as a whole, The growth rate in excise duty and gen­
eral sales tax receipts in the first half of the current fiscal 
yea r was also below the Budget target. If the Intended 
abolition of the surcharge on Imports before the end of 
198315 taken into account, It IS expected that indi rect tax 
receipts In the full fiscal year Will fal l short of the Budget 
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estimate Indirect tax revenue will also be affected by In­
creased payments to neighbouring countries in terms of 
Customs Union Agreelnents . 

Revenue collections - State Revenue Fund 
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Financing of the deficit before borrowing 

1983 

During the first quarter of 198384 the financing of the 
deficit on the Exchequer Account included the use of net 
bank credi t to the extent of R500 million. Th is made an 
Important contribution to the acceleration of the rate of 
Increase In the money supply during this period. How-

ever, a tender Issue of government stock In June and 
substantial subsequent Reserve Bank sales of govern­
ment stock obtained on tap from the Treasury enabled 
the finan cing of the Exchequer Account deficit In the 
second fiscal year quarter without recourse to net bank 
credit. On balance, the Treasu ry's net indebtedness to 
the monetary banking sector was actually reduced 
dUring the first half of the current fiscal year. Full details 
of the financing of the Exchequer Account deficit of 
R 1 901 million In the period are presented in the accom-' 
panying table. 

Exchequer Account financing 

R millions 

1983 

April - July - April-
June Sept. Sept. 

Deflell . -1 765 -135 -1 901 

Foreign sector ,." . 97 60 158 
PubliC Debt Commissioners 677 532 1 209 
Non-bank private sector . . 491 729 1 220 
Monetary banking" ctor ". 500 -1 186 -686 
Total financing 1 765 135 1 901 

The Important part played by the Reserve Bank in the 
Treasury's borrOWing operations during the first hal f of 
1983/84 is illustrated by the fact that slightly more than 
half of the Treasury's gross government stock Issues 
was taken up by the Reserve Bank. The Bank acquired 
most of this stock on tap from the Treasury for the 
purpose of resale in the secondary market . Sales of stock 
to the non-bank private secto r, either di rectly or Indirectly 
through the intermediatIOn of banking institutions and 
stockbrokers, aSSisted the Treasury in ItS borrOWing pro­
gramme and, at the same time, served to curb the expan­
sion of the money supply . Details of the Treasury's go­
vernment stock issues dUring the first half of the 1983/84 
fiscal year are as follows . 

Gross issues: 
Public Debt Commissioners 
Reserve Bank : 

Tap Issues .......... .. . 
SubSCriptions .,," .,," " " """"" ." " .... 

R mil l ions 

800 

1 467 
189 

Public issues .. "" .. _. , ,.. ... .. " ". _ _ 6"'0:c;8'----

Total .. " .. . "". , " .. ,,,." , 

Less ' Redemptions " . . " """" " .. "". 

Net Issues 

3 064 
704 

2 360 

21 
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