
Quarterly economic review 

Summary and general observations March gave rise to a net outflow of short-term capital 
dunng the first quaner as a whole. The surplus on the 

In the first quarter of 1983. real economic activity con- overall balance of payments In the second half of 1982 
tlnued to reflect the cyclical downswing In the was. therefore. reduced to much smaller proportions m 
economy. Real gross domestic product showed a fairly the first quaner. As a result, the net gold and other 
large decline owing to a fall In real agncultural output as foreign reserves, which showed a sharp decline dUring 
well as a decline In the real product of the non-agncul- the second half of February and dunng March, In-

tural sectors of the economy. Recessionary conditions creased only moderately dunng the first quarter. ThiS 
were also reflected In a decrease m non-agncul tural was accompanied by a slight further appreciation of the 
employment 111 both the third and fourth quarters of rand agamst other currencies. 
1982 and, judging by a further increase In unemploy- Despite the negative rate of real economic growth 
ment, also In the first quarter of 1983. and the wnprovementll1 the current account of the ba-

The decline 111 real gross domestic product In the first lance of payments, the Minister of Finance In his 
quarter may be explained by the absence of both the Budget Speech at the end of March came to the con-
main generating forces of economic growth, namely an elusion that a poliCy of reflation would be Inappropnate, 
Increase In real gross domestic expenditure and a nse in ThiS was because it was deemed an essential part of 
the volume of exports . Real gross domestic expendi- the preparation for the next cyclical upswll1g 111 the 
ture, in fact, showed Its fourth consecutive quarterly de- economy to reduce the rate of inflation and to rebuild 
clille. This decline extended to all the main expenditure the net foreign reserves. Economic poliCy would, how-
components, namely private and government con- ever, be adjusted contll1uously to changing Cir-

sumption expendi ture and fixed and Inventory invest- cumstances. Adjustments had already been made to-
ment. Up to the first quarter of 1983, the volume of ex- wards the end of 1982 when the monetary authorities 
pons had not begun to reflect the economic recovery in had conSCiously permitted some increase In liquidity 
the United Sta tes and the other industnal countnes. and a subs tantial declille In II1terest rates. 

Th!l downward adjustment of real domestic demand The rate of II1crease of the broad money supply 
Irom Its exceptionally high levels in 1980 and 1981 had showed some acceleration dunng the first quarter of 
the oeneficial effect of reduc~demand pressures on 1983. A combina tion of a nse In the net gold and other 
prices and of restonng balance of payments equilib- foreign reserves of the monetary banking sector and of 
num. In thiS respeC1. a mi!Jor ollc objective had been an Increase in this sector's claims on the non·bank pri-
achieved Nevertheless, the rate of lI1f1atlon remained vate sector was mall1ly responsible for thiS further 
unacceptably high, mainly because of the continued ef- monetary expansion. In addition, the contractionary in-
fect on monetary demand of the exceptionally large ;; fluence on the money supply or a decline In not bank 

) mo~tary expansion dun~rec~nt years, the associated credit to the government sector duri ng 1982, largely 
contilluing effects of the earlier large depreciation of 'D disappeared 111 the first qUilrter of 1983 because of a 
the rand In terms of other currenCies, the related high '" sharp Increase in this form of credit during MarCh. Viewed 
rates of Increase Tn labour and other costs, further In- ./ over a somewhat longer period, the rate of II1crease in 
creases in administered pnces, and the effect of the I, the broad money supply between March 1982 and 
drought on food prices. :t March 1983 amounted to 17 per cent, which was 

Assisted by an Increase In the gold price and In the roughly in line With the increase dunng 1982 and sub-
value of the net gold output. the moderation in domes- stanlla lly lower than those of 1980 and 1981 , 
tic demand caused a sustained rapid improvement In Dunng the first quarter and the ensuing penod, the 
the current account of the balance of payments. At a money market was subjec ted to strong alternating ex-
seasonally adjusted annual rate.the current account re- panslonary and contracti"onary In fluences. A sharp in-
corded a surplus of about R2 billion In the first quarter of crease In the Reserve Bank's net foreign reserves dur-
1983, while as recently as the first quarter of 198211 had II1g January and most 0f February was followed by the 
stili been in deficit'by as much as R6,6 billion. usual seasonal fl ow of tax funds to the Government 

The net IIlfiow of capita l from abroad during the sec- over the February month-end and a considerable de-
ond half of 1982 was reversed In the course of the first cline 111 the Reserve Bank's net foreign reserves during 
quarter of 1983. ThiS was partly due to a net outflOW of MarCh. Dunng April these reserves Increased again be-
long-term capital from the private sector, mostly In the fore declining once more during May, and thiS was ac-
form of the repatriation of funds by foreigners after the companied by a higher level of government spending. 
abolition of exchange control over non-residents . In ad- In these Circumstances, the Reserve Bank had to adapt 
dltion, a SWitch from foreign to domestic sources of Its operations In the market continuously to Iron out 
trade finance towards the end of February and dUring large fluctuations in market conditions and interest 
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rates and. at the same time. to prevent an unduly large 
expanSion of the money supply. MO!Je~ market interest 
rates continued th Ir downward movement. which had 
begun in S ptember 1982. up ~to the middle of February. 
but increased dUrll'!9 the ensuing penod. "TOa' large 
extent. the renewed Increase reflected a change In In
terest rate expectations. txpec tations that interest 
~tes would continue their rapid decline were changed 
Significantly by the sharp fall In the gold price and the re
versal of the net capital Inflow from abroad dUring the 
lattel part of the first quarter. 

The capital market was characterised byan increased 
avai labllrty of funds in the first five months of 1983. ThiS 
was caused by a combination of a lurther expansion of 
liquidity In the economy and a slow-down In the de
mand for funds for the finanCing of real economic ac
tivity . The increased avail bility of funds gave rise to 
high levels of activity In all sectionS of the markel. 
Nevertheless, the decline In long-term lelds In the 
fixed-Interest security market was reversed dUring Feb
ruary, mainly because of the change In Interest rate ex
pectations. Yield levels were, therefore, notably higher 
In May than In Decemb r 1982 In the share market. 
prices fluctuated sharply. but Increased on balance dur
Ing the first quarter, before resuming an upward trend 
dunng April and May. In the mortgage and rea l estate 
markets. th increased availability of funds was re
flected in a sharp rise In mortgage lending and a further 
Increase In the value of real estate transactions 
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Domestic economic activity' 

Further decrease in real domestic output 

N tlonal accounts estimates for the first quarter of 1983 
Indicate a conllnuatlon of rec sSlonary conditions In the 
South Afncan economy. Real gross domestic product 
showed a fairly large declln , reflecting not on ly a fall In 
real agricu ltural outpu but also a decline In the real pro
duct of the non-agricultural sectors. 

The decrease In real agricultural output did not. as 
yet. refiec i the effect of the severe drought conditions 
on summer crops, but merely a downward adjustment 
from the high level of output in the fourth quarter of 
1982, when record win er crops were harvested_ In the 
non-agricultural sectors. notably large decreases were 
recorded In the real product of manufacturing and of the 
wholesa le and r tail trade, mainly as a result of the sus
tained decline In real domestiC demand. The on ly sec
tors to show an Increase In real value added were non
gold mining, the motor trade and general government 
services. The higher real output of the non-gold mining 
sector was part icularly eVident In copper, chrome and 
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platinum production. but this was not reflected in higher 
exports. but In an accumulation of Inventories. In
creased motor vehicle sales and a rise in employment 
were mainly responsible for the higher real value added 
by the motor trade and general government services. 
respectively. 

Mainly because of an Increase In the price of gold. 
South Afnca's terms of trade Improyed further in the 
first quarter of 1983. However. the effect of thiS im
provement was neutralised by an Increase In real net 
factor payments to the rest of the world. As a result. real 
gross nal10nal product declined more oLiess at the 
same rate as teal gross dol1lflS1ic.pr:aduct. 

The Increase In nommal gross domestic product de
celerated further In the first quarter of 1983 to a com
paratively low figure. ThiS was due to the continued 
moderation of salary and wage Increases as a result of 
easier condi tions in lhe labour markel. and an actua l de
cline In total gross operating surplus. The latter degine 
was related to lower agricultural income and a decline in 
the net profits of Industrial and commercial companjes. 

Sharp decline in rea l gross dom estic expenditure 

As In the preceding three quarters. real gross domestic 
expenditure declined In the first quarter of 1983. For the 
second consecutive quarter. declines occurred in all the 
main expendi ture components . The sustained fall in 
gross domestic expenditure to a large exten t explained 
the negative rate of real economic growth. 

Looking at the main expendi ture components. the 
decrease In real private consumption expenditure in the 
first quarter was the net resu lt of declines In outlays on 
durable and semi-durable goods. and small increases in 
outlays on more essential non-durable goods and on 
services. This expenditure pattern clearly re flected the 
response of consumers to a decline in real personal dis
posable income. The cut-back in real consumer outlays 
on semi-durable goods was particularl)' eVident In the 
category clothing and footwear. while the further de
cline in expenditure on durable oods was reflected In 

almost all categories . Only In the case of personal trans
POrt equipment was there a small Increase In real out
lays. 

Real government consumption expenditure declined 
for the thi rd consecutive quarter. but Its main com
ponents showed divergent changes In the first quarter. 
Real salaries and wages. reflecting employment by 
general government. increased moderately. while real 
outlays on goods and other serVices declined. The level 
of the latter expenditure in the first quarter of 1983 was 
about 25_per cent lower than the peak reached In the 
second quarter of 1982. 

The downturn in real gross domestic fixed Invest
ment from the second quarter of 1982 continued in the 
first quarter of 1983. A snnall increase in the private sec
tor's real fixed Investment was more than offset b)' de
clines In that of public authorities and publiC corpor
ations. The Increase In the real fixed investment of the· 
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private sector waUiccounted for by ~her outlay.§. on 
gold mining installations and on commercial and resi
dential bU-ildmgs. lieSiaential construction benefited 
materi<ill'i from the increased avai labil ity and lower cost 
of funds in the mortgage market. 

The decline in the real fixed investment of public auth
orities resulted laq,Jel from a sharp reduction in outlays 
b'Lthe South African Transport Services. Outlays by the 
Department of Posts and Telecommunications and in
vestment expenditure on government housing schemes 
and general government services actually Increased in 
the first quarter. Lower real capital expenditure by the 
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public corporatlllIls.waS a.ccounl0.d for bYl .. duced out
lAYS 11Y .s~SQI (lnd Iscot, whlcb nnore b<!D..offset In
cUlase.cJ outlilY§.b Escom 

The procluctloncapaclty of the manuf~cturlng sector. 
n S measured by the real fixed capital stock. Incleased 
further In the li rst quarter of 1983. In conjunction with 
the decline In the volume of manufactunng production. 
thiS caused the utilisation of production capaci ty to fall 
to 84.6 per Cent 

Real InventQry Investnnen lhe..most volatile com
ponen t of real gross domestic e292.El.ndl ture. assumed 
flli rly large nega.tiY.e prOP.QrlIOllS..JD...tbe first quarter of 
1983. ThiS was refl~c t d In a decline In real manufactu 
ring. whol sale. retail and motor vehicle InventOries On 
the other hand. some add,lions were made to diamond 
stocks and the Inventories of the sector electricity. gas 
and water The ratiO of re I Inventories (excluding stra
tegic and agncultural Inventories) to the real gross 
domestic product of tl1e non-agricultural sectors de
clined further from ItS most recen t peak of a5 'h per 
cen t In the first quart r of 1982 to 34 p r cen t In the first 
quarter of 1983 

Further increase in gross domestic saving 

Gross domes IC S<1.\!!!19 Incr sed nnarkedJy dUring the 
past thre.e quarter~ to a level of R21 billion ,n the first 
quarter of 1983. As a ratiO of gross domestic product. It 
amounted to 25 per cent. compared Wi th a low of 20 per 
c nt in the secQnd quartElr of 1982 . Personal and corpo 
rate saving declined somewhat In the first quarter, but 
the saving of general government and provIsion for de
preciation Increased 
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The decline In personal saving rellec.ted a larger in
crease in private consumption expenditure than in per
sonal disposable Income. The Increase In personal In
come decelerated notably because of a moderation of 
sa lary and wage Increases and a decline In property and 
entrepreneurial Income that resulted nnalnly from lower 
agrrcultu ral income. As a ratio of personal disposable In 
come. personal saving amounted to only 3 '/2 percen t In 
the first quaner. compared With an already low ratio of 
4 I;' per cent In 1982. The decline In corporate saving 
was caused by lower company prof!l§. 

Decline in employment ' 

The economic downSWing was not only reflected In a 
decline In real gross domestic product and exp ndl ture. 
but also 111 lower employment levels In ttie non-agrl ' 
cultural sectors of the economy At a seasonally ad 
jus ted annual rate. non-agricultural employnnent re
mained virtually unchanged In the first two quarters of 
1982. but declined by 2,3 per cent and 2,8 per cent In 
the third and fourth quarters of 1982. respeclively~ For 
the year as a whole. a marginal Increase of only 0.4 per 
cent was recorded. against 2.9 per cent In 1981 . 

Non-agrrcultural employment In the priva te sector aC ' 
tually declined by 0,5 per cent In "l82, while emp19y
ment by publiC authori ties Increas d by 2,7 per cent. In 
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the private sector, employment decline's w re re.c.QU1es:! 
In manufacturing, construc!JO.Q..4loJd..lrurung and olher 
mining Employment In commerce JIlCrfal:>atLmarglnally 
and somewhat larger increa!>.es Qccurr\ld In empl9Y' 
men I by financial Institutions and electriCity supply 
organisations. 

As a result of the lower employmenllevels In vanous 
sectors of the economy and the natural Increase In tho 
working population, unemployment Increas.eJLf1Hther 
dunng 1982 and the first quarter of 1983, The season· 
ally adjusted number of registered unemployed Whites, ) 
Coloureds and ASians Increased from ItS most recent ( 
trough of 14 905 In August 1981 to 32790 In December f 
1982 and 38440 In March 1983. The ratio of unem
ployed Blacks to the economically active Black popu
lation rose from 8,0 per cent In January 1982 to 9,0 per ' 
cent In J nuary 1983. 

Decrease in productivity 

Labour productiVity, as measured by the real gross 
domestic product per v/orker in the non-agricultural 
sectors of the economy, declined by 0.8 per cent In 
1982, fo llOWing upon a nse of 2, 1 per cent In the prec d 
Ing year. ThiS decline refl~cted thecomb,nat,on of an In· 
creased labour Input and a slmultan~Qus.d\lcline In real 
outPUt The Increase In real outpu l Qer man-hour In manu· 
facturlng slowed down from 3,4 per cent In 1981 to 1,2 
per cenlill 1982. Considering real output per unit of 
labour and capital, overall productl~ In the non-agncul
tural sectors of the economy declined by 2.6 per cent In 
1982, against an Increase of 1,9 per cen t 1111981 

Further increase in nominal and real 
remuneration of labour 

Despite the economic slow-down, nominal salaries and 
wages continued to nse at a high rate In 1982 and II ap 
peared tha t salan s and wages would be adjusted only 
With some time lag to the chang d economic CIrcum· 
stances. In nominal terms, the average remun rallon 
per worker In the non·agrlcultur.<ll .s~ctors of the econo· 
my Increased by 18,6 per Cent In 1982. compared with 
20,5 per cent In 1981 . Adjusted for price Increase.s.., rea l 
salaries and wages per worker Increased by 3.4 ,per 
cent In 1982 

Percentage change in salaries and wages per worker in 
the non-agricultural sectors 

1980 1981 1982 

At current prices 
Whites 17,5 21,8 17.0 
Other populotlon groups 19,9 20,5 19,5 
Total . . . . . . . 18,0 20,5 18.6 

Al constant 1975·pnces 
Whiles .... 3.2 5,7 2.0 
Other population groups 4.3 2,9 5.2 
Total 3.7 4.6 3.4 

The high rate of Increase In nominal salaries and wages 
per work r at a lime when labourproducllvlty declined, 
re.sulted In a nse In unit labour costs. In the non-agri
cul tural sectors, the Increase In unit labour costs accel- 'I 
erated from 18,0 per cent 111 1~81 to 19,5 per cent In 
1982. The successiVe sharp rises In unit labour costs ') 
not only affected pro fits adversely, but also came 10 be 
reflected 111 higher prices. II 

Sustained high rate of inflation 

The Increas~.!D fQnsumer PriC , WhiCh had slowed 
down dunng the third and fourth quarters of 1982, accel
erated agall1 In the first quaner of 1983. Higher food 

rices, In articular the sharp rise In v~(ltable pnces as 
a resu lt oUJrevaillng drought condition were mainly 
responSible for thiS acceleration . On avera.ge, the prices 
of all other goods rose at a slgnlf,cantJy loweuale In. the 
firs t quarter. To a large extent. thiS reflected lower rates 
of II1crease In th prices of durable consumer goods, 
such as motor cars and furniture. A i2!9her rate of In
crease 10 the cost of services also contributed to the 
more rapid rise in consumer prices In the first quaner 
Accelerated cost II1creases were particularly eVident In 
the case of rent, wages of domestic assistants and I 
transport tanffs. 

In terms of changes over a twelve-month perlQd, the 
rate of II1crease In f.Qnsum~r pnc:.e_s Elas~d somewllalln 
March and April. On thiS baSIS, the Increase decelerated 
from 15,0 percent In February to 13.6 per cent 111 March 
and 12.6 per cent 111 Ap!iI 

Prices 

20 % 

16 

12 

Consumer prices 

8 

22 

18 

1< 

10 

6 

1978 1979 1980 1981 1983 

9 



The slow-down of the Increase In production pJlces In 
the last two quarters of 1982 con tinued In the first quar
ter of 1983. The inc rea~ELin the price.s ClLimported 
goods. wh ich had remained al.aJJ!gh level tbroughout 
1982. moderated slgmflCal1lly In the.J, rs quarter of 
1983. It would appear. therelore. that the appreciation 
of the rand dUring the second half of ~82 w as begln
nin to have its effect on Import prices In earl 1983. On 
the other hand. the deceleration of the increase in the 
prices of domestica lly produced goods, w hich had been 
r~pon si ble for the overall slow-down In production 
prices In the second half of 1982. was not mailltained In 
the first quarter of 1983. These production prices rose. 
on average. at the same ra te as In th fourth quarter of 
(1982. Hig her rates of IrlCreaSe than in the preceding 
Iquarter w ere In fact recorded in the prices of domest i

) ca lly produced agricultural products, electriCity. trans
lport equipment. wood products. food. beverages and 
( tobacco. Compared with the corresponding month In 

!- the preceding yea r. Q!'Qd\.Jction prices Increased by 13,3 
I Rer cent in March and by 12,0 per cent In Apri l. 

10 

Balance of payments 

Increased surplus o n current accoun t 

The current accoun t of th bal,1I1ce 01 pdyments. which 
had moved Into surplus In the fourth quarterol1982, 1m 
proved further In the [Irst qUilrt r of 1983 At a season
ally adjusted annu~1 rat . " surplus of abou t R2 000 mil
lion was recorded. compdl ed with d surplus of " lloUt 
Rll 00 mil li on In the preceding quanol and a defiCit of no 
less than R6 565 mi llion as recently as the first quarter 
of 1982 . As shown In the accompanying table. the sharp 
tu rnarou nd was due largely to a sharp decli ne 111 mer
chandise lin orts and a considerable ri se In the va lue of 
the not gold ouput. Re flec t1l1g th ta rdy economic re
covery In the Industri al countries. merchandise exports 
1I1creased only sligh tly from the first quarter of 1982 to 
the first quarter of 1983. DUri ng thiS four-quarter period. 
net service and transfer paymen ts to for igners 
show ed a moderate further Increase. 

In the first quarter of 1983. there was a slight fall In 

the va lue of merchandise exports, mainly because of 
the lowering effect of the appreciation of the rand on ex
port prices. As during the whole of 1982. the volume of 
exports showed little change 111 early 1983. In the first 
quarter, value increases In export ca tegories such as 
vegetable products, processed foodstuffs and textiles 
w ere offset by declines In the ca tegories mineral pro
ducts, chemical products and paper products. 

The value of the net gold output, wh ich had risen 
sharply during the second half of 1982, dec lined slightly 
in the first quarter of 1983. This decline occurred not
w ithstand ing an increase in the gold price and reflected 
a decrease of 5 per cent in the volume of the net gold 
ou tpu t. On the London gold market the gold price rose 
from an average of US $427 per fine ounce in the last 
quarter of 1982 to US $465 per fine ounce in the first 
quarter. an increase o f about 9 per cent. Because of the 
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Current account of balance of payments 
Seasonally adlusted annual rates 
R millions 

1982 

1 5t qtr 2nd qtr 3rd qtr 

Merchandise 
exports .. 10 008 10046 10108 

Net gold out-
put 6970 7085 9482 

Merchandise 

1983 

4th qtr 1 5t qtr 

10 366 10210 

10971 10800 

Imporls ... - 20 070 19320 16679-16327 - 15 210 
Net service 

and transfer 
payments -3473 -3 273 - 4 136 - 3906 - 3790 

Balance on 
current 
account ..... - 6565 - 5462 - 1 225 1 104 2 010 

appreciation of the rand against the US dollar, the cor
responding increase In the rand price of gold was only 
4'12 per cent. In the course of the first quarter the gold 
price declined sharply, namely from US $492 per fine 
ounce In February to US $420 per fine ounce In March. 
Subsequently. the price per fine ounce averaged US 
$433 and US $437 in April and May, respectively 

In line With the generally slower increase In nominal 
gross domestic expendi tur , the value of merchandise 

Main current account items 
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Imports declined by a further 6,5 per cen t In the first 
quarter of 1983. From the peak In the first quarter of 
1982 to the first quarter of 1983, the value of Imports 
shrunk by as much as 24 per cent. In volume terms, the 
decline In Imports amounted to 9 per cent In the first 
quarter of 1983, a continuation of the trend which had 
been in eVidence from the third quarter of 1981. Except 
for an Increase In the value of Imports in the category 
paper and paper products .n the first quarter, declines 
were recorded In all the main Import categories, in par
ticular In minerai products, chemical products. textiles, 
machinery and electrical equipment, and transport 
eqUipment. 

Net service and transfer payments to foreigners de
clined slightly in the first quarter Of 1983. An Increase in 
diVidend payments was more than offset by declines in 
freight. merchand.se Insurance and other transport pay
ments. 

Net outflow of capi tal 

The net inflow of capital during the last three quarters 01 
1982 was reversed In the first quarter of 1983. Exclud
Ing changes In liabilit.es related to reserves, the net capI
tal outflow In the first quarter amount d to R645 mil
lion. Of th.samount, R274 million represented a net out
flow of long-term capital and R371 mill ion a net ou tflow 
of short·t rm capital. 

As shown In the accompanYing table. the private sec
tor recorded a lairly large net outward movement of 
long-term funds in the first quarter. ThiS consisted 
mainly of the repatriation of the proceeds of security 
sales by foreigners on the Johannesburg Stock Ex
change after the abolition of the f.nanc.al rand system 
on 7 February. Further net borrOWing by public corpora
tions partly offset thiS net capital outflow from the pri
vate sector. The net outflow of short-term capi tal in the 
first quarter reflected a SWitch from foreign to domestic 

Net capital movements (not related to reserves I 
R millions 

1982 1983 

1 st qtr 2nd qtr 3rd qtr 4th qtr 1 st qtr 

Long-term capi tal 
Central government 
and bankmg sector.. 306 346 201 
PubliC corporations 
and local authorities. 47 70 112 
Private sector .... .. 242 158 143 

Total 595 574 456 
Short-term capi tal , not 

related to reserves. 
Including unrecord-
ed transaction . - 607 -3 531 

272 - 52 

106 181 
- 90 - 403 

288 - 274 

780 - 371 

Total net capital 
movements '''''' 12 571 987 1 068 . - 645 
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Net capital movements and changes in 
net foreign reserves 
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financing of trade during the latter part of this penod . 
The fall In the gold price towards the end of February 
and dunng March reversed the previously eXisting ex
pectations that the rand would appreciate against other 
currencies. This prompted South African Importers and 
borrowers to take out forward exchange cover, the cost 
of which had the effect of eliminating the margin be
tween the lower Interest rates abroad and the higher 
nominal South African rates and, there fore, also the in
ducement to use foreign credits . 

Small furth er increase in net foreign reserves 

Total net gold and other foreign exchange reserves, 
which had nsen by R1 745 million during the second 
half of 1982, Increased by a further R697 million during 
January 1983. Subsequently, during February and 
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March. these reserves declined by R533 million. On b I· 
ance, therefore. net foreign reserves Increased by R164 
million dUring the first quarter as a whole. Not
Withstanding the increase dUring the nine months to 
March, the level of the net reserves remained relatively 
low. 

The gross gold and other foreign reserves were 
suppl men ted by an increase of R149 million in 
liabilities related to reserves . On the other hand, the 
valuation of the gold roserves at a lower pnce, together 
with other valuation adjustments. caused a decline of 
R419 mil lion In the gross foreign reserves . Taking every
thing Into account, the gross foreign reserves declined 
by R 1 06 million during the first quarter to reach a level of 
R4 206 million at the end of March. Dunng April the 
gross foreign roserves of the Reserve Bank increased 
by R420 million, but thiS was followed by a decline of 
R323 million during May. 

Furth er appreciation of the rand 

Afte r the effective exchange rate of the rand had In
creased by almost 10 per cent from the end of July 1982 
to the end of January 1983, It declined by 4,7 per cent 
Immedia tely after the abolition of the financial rand sys
tem on 7 February. However, by the end of February the 
effective exchange rate had nsen again by 3 1/2 per cen t 
above its level on 7 February. Du ring the subsequent 
three months It fluctuated around this leve l and at the 
end of May II was 2,1 per cent higher than at the ond of 
1982. 

/\s shown in the accompanying table, the increase In 

the average value of the rand against other currencies 
dUring the firs t five months of 1983 was due to an ap
preciation of the rand against the British pound, the Ger
man mark, the SWISS franc, the French franc and the 
Japanese yen . On the other hand, the rand depreciated 
slightly against the US dollar. 

Effective exchange rate of the rand 
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Changes in the exchange rates of the rand 

% 

Effective exchange rato 
US dollar 
British pound 
German mark 
SWISS franc 
Japanese yen 
French franc 

Causes of change in M2 
R millions 

Sep[ 1982 
[0 

Dec 1982 

6,1 
7,6 

12,4 
I, 1 

- 1,3 
6,0 
I,D 

Net gold and other forolgn reserves 
Claims on governmcl1 l sector 

Gro~~ claims 

Dec 1982 
[0 

Mar 1983 

1,3 
- 2,0 

7.7 
0,1 
2,1 
0,3 
6.0 

GovummcnI depoSits (lIlcrcilse decrease t ) 

Net claims 
Clallns on private sector 
Long term deposllS flncrease ,decrcase+ I 
N [other assets ... 

Totaf changes in: M2 ........................................... .. 
M1 

Dec. 1982 
10 

May 1983 

2,1 
0,1 
0,8 
5,7 
4,3 
1,4 

12.1 

Year 
1982 

- 423 

lBI 
-22 19 

2038 
4418 

90 
I 679 

3 546 
1 826 

Money and banking* 

Sustai ned larg e quarterly flu c'tuati ons 
in money supply 

Figures for Ihe first quarter of 1983 once again demon
strated the extreme volali lity of quarlerlvchanges In the 
money supply. AI a seasonally adjusted annual rate, the 
broad money supply 1M2) showed successive quarterly 
Increases of 27, 9, 17 and 19 per cent dUring 1982, be· 
fore rising by 25,6 per cent dUring the first quarter of 
1983 In themselves, these quarterlv fluctuations In the 
money growth rate are not very significant. To a large 
extent they reflect weaknesses 111 the month-end mon
etary statistics produced by a number of short- lived ran
dom factors affecting the banks' and the publiC'S finan
Cial positron at month-ends For the rest they are main ly 
caused by the frequent occurrence of "d,s-Intermed,· 
atlon" and "relntermed,at,on". To draw meaningful 
conclUSions from the monetary statistiCS, It IS therefore 
necessary to view their behaVIOur over somewhat 
longer periods, such as twelve months. If this is done, 
the figures show that between March 1982 and March 
1983 the Increase In M2 amounted to 17,4 per cent In 
March 1983. The corresponding Increase In the narrow 
money supply IM1) over thiS twelve·month penod 
amounted to 14,5 per cent. 

Cau ses of changes in M 2 

In terms af an ex post analYSIS of the statistical" causes" 
of changes In M2, the sharp rise dUring the fllst quarter 
of 1983 was due to a combination of an Increase In the 
net gold and other foreign reserves of the monetary 
banking sector and an Increase "1 this sector's claims on 
the pnvate sector. ThiS expansionary influence was 
partly offset by a slight decline in net bank credit 10 the 

·Owlng 10 Ihe usual annuairOVI510n 01 seasonal fdctors. sOflsonally 
adjusted changes mdV dlffor from thost' published previously 

Not seasol1ally 
adjusted 

4th qtr 1 5t qtr 
1982 1983 

1 057 164 

148 10 
280 463 

428 4b3 
640 1378 
345 - 298 
391 239 

1 223 1030 
40b b23 

Seasol1ally 
~d)usted 

4th qtr 
1982 

1009 

1 st qtr 
1983 

857 

---
690 11 
893 973 
231 189 

984 1 387 
123 1 041 

t3 



Money supply 
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posi ts of the private sector with monetary banking In-
stltutions. 

The rncrease In the net reserves dUring the f"s t quar· 
tor occurred main ly during the first hal f of this period . 
The subsequent decline had a contractionary effect on 
the money supply. but part of this effect was neutralised 
by Increased Reserve Bank credit to the private sector. 
The laner consisted of an accommodation of other 
banking rnstitutions th rough a transfer of private-sector 
securities to the Bank. Net bank credi t to the govern· 
ment sector also changed significantly in the course of 
the first quarter. The decline was concentrated rn Feb
ruary. and during March a considerable Increase was 
again recorded . 

Change in composition of bank credit to 
the private sector 

Total claims of the monetary banking sec tor on the pri· 
vate sec tor increased at a seasonally adjusted annual 
rate of 16 per cent dUring the first quarter of 1983. This 
rate of increase was equal to that In the preceding quar
ter, but appreciably lower than the increase of 20 per 
cent during 1982. 

As shown in the accompanying table, there was a 
notable change in the composition of the monetary 
banking sector's claims on the priva te sec tOr frorn the 
fourth quarter of 1982 to the first quarter of 1983. Credit 
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ex tended by the Land Bank declined substantially, pro
bably because of a decline in agricu ltural inventOries 
and the granting of less producers' credit as a result of 
the drought. In addition, there was a shift In holdrngs of 
prlvate·sector ·secu ritles to the Reserve Bank from 
other banking institutions, mainly because the prOVISion 
of accommodation by the Bank to other banking Instltu· 
tlons involved the transfer of private-sector securities to 
the Bank . ThiS represen ted increased Reserve Bank 
credit to the private sector. Finally, there was a subs tan-
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Changes in monetary banking sector's claims on the 
privata sector 
Not seasonally adjusted 
R millions 

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

Deposits and Investments .. ..... .. .... . 
Bills discount d ..... . ..................... . 
Hire-purchase credit ... .. 
Leasing finance .............. .. 
Other loans and advances ......... .. 

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

4th qtr 1 st qtr 
1982 1983 

- 43 380 
204 - 330 

343 - 298 
125 166 
131 187 
145 75 

- 265 1 198 

640 1378 

tlal increase in the commercial, merchant and general 
banks' loans and advances other than hire-purchase 
credit and leasing finance. This reflected the shift from 
foreign to domestic financing of foreign trade referred 
to earl ier. and the grea ter use of overdraf t facili ti es 
owing to a narrowing of the margin between overdraft 
rates and the rates on money market paper. 

Decline in bank liquidity 

Bank liquidity, as measured by the ratio of holdings of 
excess liquid assets to liabilities to the public, was fairly 
com fortable during the fourth quarter of 1982 and 
January 1983, but it declined appreciably during the 
subsequent two months. The excess liquid asset ratio 
declined from 3.4 per cen t at the end of January to 1,8 
per cent at the end of March. During these two months 
reqUIred liquid asse ts rose by R277 mil lion. while ac tual 
liquid asset holdings declined by R232 million. The latter 
was due to a decline in the net gold and other foreign re
serves of the Reserve Bank and a decrease 111 credit to 
the Land Bank ranking as liquid assets . Th is contrac
tionary influence on the banks' liquidi ty base was partly 
offset by larger holdings of liquid bankers' accep tances 
and by a decline in government deposi ts . 

Money market conditions and interest rates 

Following upon a very tight December month-end, con
ditions in the money market eased slightly during 
January and the larger part of February. The market, 
however, tightened considerably over the February 
month-end owing to the seasonal flow of funds to the 
Government. During March. and in particular over the 
month-end, the market experienced serious liquidity 
problems which were mainly related to a net outflow of 
funds from South Africa . During April market conditions 
eased considerably owing to an increase in the gold and 
other foreign reserves of the Reserve Bank. In May the 
foreign reserves declined again, but owing to a higher 
level of government spending, money market cond i
tions did not tighten until the month-end. 

Reserve Bank accommodat ion to the discount 
houses increased from R748 mill ion on 31 December 
1982 to R794 mi llion on 28 February 1983. In addition. 
assis tance of R30 million was prOVided to banking In
sti tutions over the February month-end. At the end of 
March the shortage of funds in the market that had to 
be accommodated by the Reserve Bank amounted to 
Rl 105 mi llion. Includll1g loans of R229 million to bank
Ing II1stllUtlons. Prior to the month-end. deposits of 
R250 million and Rl 09 million had been placed w ith the 
discount houses by the Public Debt Commissioners 
and the National Finance Corporation. respectively. If 
these depOSits are taken In to account, the total short
age of funds In the market at the end of March came to 
the conSiderable amount of Rl 464 million . At the end 
of Apnlthe shortage declined to R711 million. Includll1g 
deposits of R 140 million by the National Finance Corpo
ration w ith discount houses . By the end of Mayall de
posi ts had been withdrawn by til e National Finance Cor
porat ion. but Reserve Bank accommodation to the dis
count houses and to banking institutions amounted to 
R658 million and R93 million. respectively. 

Money market interest rates started to decline to
wards the end of September 1982 and this trend con
tinued well Into February 1983. However. from late Feb
ruary to the end of March these rates showed a re-
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newed Increase as a result of the tight market condl
lions. From early April. when market conditions eased 
somewhat, mon y market rates were Influenced con
Siderably by interest rate expectatlon~ and a clear trend 
could not be discerned . The rate on three-month 
bankers' acceptances declined from 14,25 per cent on 
31 December to 9,90 per cent on 18 February, in
creased to 11,75 per cent on 31 March and to 12,00 per 
cent on 3 June. The corresponding rates on Treasury 
tender bil ls amounted to 14,10 per cent, 9,56 per cent. 
11,24 per con t and 11,75 per cent, respectively. 

The prime overdraft rate of clearing banks, which was 
r duced Irom 16 per cent to 14 per cent on 7 March , re
mained unchang d until the middle 01 June, when It 
was Increased to 15 per cent. Maximum lending rates, 
Ilxed In tarms 01 the Limitation and Disclosure 01 Finance 
Charges Act, were reduced by 2 per cent Irom 2 May 
1983 Deposit rates 01 banking Insti tutions started to 
declln dUring the last quarter of 1982 and were adjusted 
lurther downwards dUring tho llrst quarter 01 1983. 
Subsequently. some 111 stltullons adjusted their deposit 
rates sligh tl y upwards. 

Reserve 8an k operat ions in the 
finan cial markets 

DUring the first two months of 1983 the Reserve B nk 
operated extensively In the Iinancial markets In order to 
iron out large fl uctuations In money market conditions 
and to prevent an unduly large expansion of the money 
supply. Sales of government stock by the Bank dUring 
these two monthS amounted to R202 mil lion . In ad
dition, special Treasury billS, maturing at the end 01 Feb
ruary, were sold to the amount of R350 million DUring 
March the Reserve Bank did not operate In the market 
and government stock sales by the Bank amounted to 
only R2 mil lion . In view 01 an expected easing 01 the 
money market Irom the beginning of April, mainly be
cause 01 increased government spending, various mea
sures were taken to prevent an unduly large increase In 
the availability of funds In the market . These Included an 
rncrease In the amount 01 Treasury bills offered at the 
weekly tender, a vanat,on 01 the deposits of the Na
tiona l Finance Corporation with discoun t houses In ac
cordance with changes In money market conditions, 
sa les of government secUrities to the amounts of R13 
million in April and R 1 08 million in May. and sales of spe
Cial Treasury bills totalling R1 00 million on 4 May. These 
bills are due to mature on 31 August. Supplementing 
these measures, a publiC Issue of government stock 
withdrew a net amount of R93 million from the market 
dunng the second hall 01 Apnl These various measures 
served to reduce, but did not entirely offset. the draw
ing down by the government sector of Its deposits With 
the Reserve Bank. 
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Government finance 

High rate of growth in Exchequer issues in 
last qua rter of fi sca l year 

In the last quarter of the 1982/83 Iiscal year, i,e. the fi rst 
quarter of 1983, departmental issues from the Ex
chequer Account' were 24 per cent higher than in the 
corresponding quarter of the precedrng fiscal year. ThiS 
ra te of Increase was substantially higher than tha t 0116 
per cent In the first three quarters of 1982/83 and was 
mainly attributable to the large amount of expendi ture 
appropria ted rn the Additional Budget. On the other 
hand, the Increase of 17 per cent rn Exchequer receipts 
in the last quarter of 1982/83, compared With the cor
responding quarter In the preceding fiscal year, was 
lower than the 19 per cen t rise 111 the fi rst three quarters 
of 1982/83 . 

Despite these divergent growth rates In Issues and 
receipts 111 the last quarter of the fiscal year, the Ex
chequer Account recorded a surplus before borrowing 
and debt repayment 01 R280 million . An amount of 
R142 million was borrowed from the PubliC Debt Com
miSSionerS, bu t loreign debt 01 R2 18 million was repaid 
and, In addition, the Tre sury reduced Its debt to the pri-
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vate non-banking sector by R340 million. Although the 
government sector as a whole reduced ItS net Indebted
ness to the monetary banking sector dunng the first 
quarter. the Exchequer's net mdebtedness Increased 
by R136 million. 

Exchequ er issues and receipts in the 
1982/83 fi sca I yea r 

In the 1982/83 fiscal year as a whole. Issues to govern
ment departments from the Exchequer Account m
creased by 18 per cent. ThiS Increase was substantially 
higher than the anginal 8udget estimate of 1 1'/2 per 
cent. mainly as a result of the relatively large amount ap· 
propnated In the Additional Budget and higher than ex
pected interes t payments on government debt. Total 
revenue collections mcreased by 19 per cent in the 
1982/83 fiscal year, compared with an anginal Budget 
estimate of 11 per cent. In absolute terms, the higher 
than expected increase in revenue was sufficiently 
large to counterbalance the additional Increase in ex
penditure. The actual deficit of R2 373 million' on the 
Exchequer Account, excluding borrowmg and debt re
payment. therefore. came very close to the original 
Budget figure of R2 380 million. 

As shown In the accompanymg table. collections of 
,nd,rect taxes In 1982/83 conformed closely to Budget 
estimates. Actual collections of the general sa les tax. 
however. reflected the increase in the rate from 5 to 6 
per cent m September 1982. whiCh was not proVided 

• Because 01 addItional appropriations at the end of Ihe fiscal year, thiS 
figure differs from the Rl 785 million quoted In the 1983 Budgel 
Speech 

State Revenue Fund - Revenue collections 

for m the ongmal Budget. Similarly. actual collections of 
customs duties were affected by the reduction from 10 
to 5 per cent in the surcharge on Imports. which was 
also not provided for in the original Budget. 

Income tax and lease payments by gold minmg com
panies declmed much less than was origina lly antici
pated because of the increase in the gold price from 
about the middle of 1982. Other income tax payments 
exceeded Budget estimates by a considerable margin. 
mainly as a result of a higher than expected Increase In 

personal income tax. The latter was related to the high 
rate of increase in nominal salanes and wages and the 
effect of the so-called "fiscal drag". 

Financing of the Exchequer Account defi cit 

During the 1982/83 fiscal year the Treasury raised a sub
stantial amount of loan funds in the private non-banking 
sector. ellher directly by means of publiC Issues of 
governrnent stock or Indirectly through Issues of 
government stock on tap to the Reserve Bank for resale 
in the market. Public issues of government stock 
amounted to R1 000 mi ll ion. of which R524 million was 
subscribed for by the pnvate non-banking sector. Stock 
issued on tap to the Reserve Bank totalled R1 800 mil
lion . the major portion of which was sold by the Bank to 
this sector. However. the private non-banking sector's 
holdmgs of non-marketable government securities. in

cluding loan levies. declined by R184 million dunng 
1982/83 

As indicated In the accornpanYlng table. borrowing 
from the private non-banking sector and the PubliC Debt 
Commissioners. together With a small amount of net 
foreign borrowing. exceeded the deficit on the Ex-

1982183 Budget Actu al co llect ions 

Indlrecttax.s' 
Customs dUllesJ 

EXCise duties 
General sales tax 

Total ... , ... .. .. 
Income tax and lease payments by gold 

mines .... . ... 
Other Income tax payments . 
Other collections ...... .. ,.",.,."" ., 

Sub-total ... "".", "'" ..... ",," .. 
Less transf rs to n Ighbou"ng count"es 

Total revenue collections ................................ 

R 
millions 

1470 
1634 
3170 

6274 

1 005 
7845 
1 648 

16772 
914 

15858 

Campa' d with actual collections dunng the 1981182 fiscal yaar 

Percentage 
change! 

24 
9 

50 

31 

53 
23 
- 9 

11 
25 

10 

198 1182 
R 

millions 

1 183 
1 503 
2 116 

4802 

2 131 
6399 
1 818 

15 150 
733 

14416 

1982183 
R 

millions 

1489 
1 632 
3 181 

6302 

1 652 
8 159 
1 958 

18072 
906 

17 166 

Percentage 
change 

26 
9 

50 

31 

23 
28 
8 

19 
24 

19 

1 Including amounts transferable to neighboUring COUfllrieS In torms of Customs Union Agreem nls tlnd 10 tho CenlfC.Il Revenue Fund of South West 
Africa 
Including Surchdrge on Impons 
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Exchequer Account financing 

R mIllions 

Revenue '''''''''','',,'''''' "." ... ," "",,'" 
Issues " .. "... ."" .. "."""" .. . 

Deficit, before borrowing "" ,,,'" 

Financing 
Public Debt Commissioners " .. 
Non-bank pflvate sector " .. , " ... "'" 
Monetary banking sector 
Foreign sector .,,"" . 

Total ..... .. .... .... .. . , ...... ..... , .... ............. . 

Fisca l year ended 
31 March 

1982 1983 

14525 17 192 
16869 19565 

2344 2373 

329 894 
1 590 2337 

-884 
425 26 

2344 2373 

chequer Account by substantial margin, This enabled 
the Treasury to reduce its net Indebtedness to the 
monetary banking sector by no less than R884 mi ll ion, 
mainly through an increase In government deposits, 
The combined balances on the Exchequer and Pay-

Composition of n6n-bank private sector's contribution 
to Exchequer Account financing 
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· master-General Accounts In fact rose from R2 099 mil-
lion at the end of March 1982 to R3 335 million at the 
end of M arch 1983. Of the latter amount, R3 095 million 
represented balances on the Stabilization Account. 

The 1983/84 Central Government Budg et 

The Cen tral Government's Budget for the 1983/84 fis
ca l year was presented to Parliament on 30 March 
1983. In his assessment of the Implications of the pre
vailing economic situation for fiscal and monetary policy 
In the year ahead. the Minister of Finance posed the 
question whether the lime had not arrived for a policy of 
deliberate" reflation" or "stimulation" of the economy 
as a whole, In particular since the real growth rate had 
become negative and the balance of payments had 
begun to show a surplu s. Such an approach would 
imply some combina tion of materially higher govern
ment spending and tax reductions, a higher rate of In
crease In the money supply, lower Interest rates and 
presumably some d preciation of the rand . However, 
the Minister came to the conclusion that any such pol
icy would be inappropria te since It would Increase the 
rate of Inflation. harm the balance of payments, weaken 
the rand. reduce the net foreign reserves and damage 
South Africa's credit rating abroad . For these reasons, it 
would In the longer term undermine and not promote 
real economic growth 

The Minister emphasised that Inflation remained a 
serious problem which commanded fu rther attention 
and that the net foreign reserves needed to be rebuilt by 
means of repayments of short-term foreign debt. This 
was deemed an essentia l part of the preparation for the 
next cyclical upswing In the economy. 

It was pOinted out by the Minister that the policy ap
proach outlined by him did not mean th t econom ic pol
iCy would remain stati c In the months ahead. but that 
policy would be adjusted con tinuously to changing cir
cums tances. Adjustments had In fact been made 
throug~,out the past two years . For example. when the 
eXisting conservative policy measures had Increasingly 
taken effect in the latter part of 1982 and the balance of 
payments had Improved. while the recesslonary ten
dency In the economy had con tinued. mone tary poliCY 
had consLlously been eased by permitting a certain In
crease In liqUidity and a substantial decline In In teres t 
rates . 

However, In the Minister's opinion the authori ties 
had for the lime being gone as far as they should In this 
direction. According to him, the prevailing economic 
situa tion ca lled for a fiscal -mone tary policy" mix" which 
would pruvlde for continued restraint on governmen t 
spending. a relatively smal l Budget deficit before bor
rOWing, and effective control over the money supply. As 
far as interest and exchange rates were concerned, the 
authori ties would as far as pOSSible adhere to their pol
ICy of relYing on market forces to determine realistic 
rates within the framework of the overall finanCial 
stra tegy. 

In line with this approach, total government expendi
ture was eSlimated to rise by only 10,3 per cen t to 
R21 176 million dUring the 1983/84 fiscal year, after tak
Ing Into account proposa ls for higher SOCial, mili tary and 
civil pensions and other minor expenditure adjust
ments. Only minor tax changes were announced by the 
M inister, the most importan t being adjustments to cer
tain stamp duties. Total revenue for 1983/84 was esti
mated at R19 094 million. or 9.6 per cent more than the 
revised estimates for 1982/83 . The 1983/84 defici t be
fore borrowing was estimated at R2 082 million. equiv
alent to about 2,4 per cent of the expected gross 
domestic product. Taking Into account loan repayments 
of R1 941 million, the government's tota l finanCing re
qUIrement was estimated at R4 023 million. 

As usual, It was assumed that the proceeds of stock 
redemptions during the fiscal year would be re-invested 
111 new stock. With a view to maintain ing effective con
trol over the money supply, It was furth er assumed that 
the deficit before borrowing would be financed without 
recou rse to bank credit, despite the abolition of the 5 
per cent compulsory loan levy on individual taxpayers. 
The proposed finanCing of the Budget deficit is shown 
In the accompanying table . 

'983/84 Budget 
R millions 

Revenue .................... . 
Expenditure ................................................... . 

DefiCit. before borrowing .. . .. 

Financing Inet of debt repayment) 
Public Debt Commissioners ............................ . 
New stock Issues ....... . ........................ .. 
Issues of non-marketable domesllc securlt,es

' 
. 

Foreign loans . ......... .... .. ...... . .. ..... . 

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

I Including loan levies and certain loan c)(pendlture 

19094 
21 176 

2082 

1 500 
930 

-296 
- 52 

2082 
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Capital market 

Further large increase in holdings of lo nge r-term 
fund s with financial institut ion s 

In the first quarter of 1983. the increase in holdings of 
longer-te rm funds with banking institutIOns. building 
societies. participation mortgage bond schemes and 
government savings schemes slightly exceeded the 
high level to which it had grown in the fourth quarter of 
1982. Seasonally adjusted. the Increase amounted to 
R1 419 mi llion In the first quarter of 1983. compared 
with R1 308 million in the preceding quarter. 

As shown in the accompanying table. the different 
groups of Institutions were not equally successful in at
tracting new longer-term funds dUring the first quarter. 
The Increase in holdings of such funds with banking in
stitutions and participation mortgage bond schemes 
was notably smaller than in the fou rth quarter of 1982. 
while holdings of longer-term funds wi th government 
savings schemes showed a slightly larger Increase. The 
building societies. on the other hand. did except ionally 
well in attracting new funds . Their intake of funds in
creased by as much as 29 per cent from the fourth quar
ter of 1982 to the first quarter of 1983. A substantial part 
of the new funds Invested with building societies con
sisted of increased share holdings. 

Holdings 01 longer-term lunds with non-contractual 
savings institutions 
Seasonally adjusted quarterly changes 
R millions 

1982 1983 

151 qtr 2nd qtr 3rd qtr 41h qtr 1 5t qtr 

Banking institutions . - 211 - 339 667 317 239 
BUilding Soclotles ....... 152 391 334 853 1 100 
Participation mortgage 

bond schemes ....... 41 73 55 83 15 
Government savings 

schemes ... - 26 - 64 38 55 65 

Total .......................... - 44 61 1094 1308 1 419 

The general increased availabili ty of funds In the 
economy in relation to the demand for funds gave rise 
to a decline In deposit Interest rates . In the case of bank
Ing Institutions. the rate on twelve-month deposits. for 
example. declined from 15.0 per cenl in December 
1982 to 10.5 per cent in March. while the corresponding 
decline in the case of building societies was from 14.5 
to 11.0 per cent. Subsequently. however. the building 
societies raised their twelve-month deposit rate to 12 
per cent in May. w hile upward adjustments In deposit 
rates were also made by some banking institutions. 
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Slight increase in long-term fi xed-interest 
security yields 

The already high secondary market turnover In flxed
Interest securities of the public sector in the fourth quar
ter of 1982 increased still further in the firs t quarter of 
1983. but declined appreciably during April and May. 
The monthly average turnover increased by 33 per cent 
from R2056 million in the fourth quarter of 1982 to 
R2 733 million In the first quarter. before declining to 
R 1 340 million during Apri l and May. 

Conditions in the fixed-interest security market tight
ened somewhat dUring February and March after the 
abolition of exchange control over non-reSiden ts on 7 
February and the sharp fall In the gold price during 
March. This was accompanied by a change in previously 
eXisting expectations that Interest rates would continue 
their sharply downward trend . In the secondary market. 
the average monthly yield on long-term government 
stock declined from a peak of 14.7 per cent in July 1982 
to 10.6 per cent in January 1983 and then increased to 
12.3 per cent in March. Subsequen tly. It amounted to 
12.0 per cent and 12.3 per cent In April and May. respec
tively. The corresponding decline in the long-term yield 
on seml-gi lt-edged stock of the highest grade was from 
14.8 per cent in July 1982 to 11.2 per cent In January 
1983. but the yield Increased again to 12.9 per cent in 
May. 

Secondary market security yields 
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Tem porary dec line in share prices • 

Turnover and prices in the share market increased 
further during the first two months of 1983. but de
clined in March. During April and May activity remained 
at the lower level. but share prices showed a renewed 
Increase. The resilience of the share market was clearly 
Illustrated by the fact that the market hardly responded 
to a sharp rise in net sales of securities by non-residents 
after the abolition of exchange control applicable to 
them. These net security sales increased from R124 
million in the fourth quarter of 1982 to R570 mil lion in 
the first quarter of 1983. The decline in share prices dur
ing March was more related to the sharp decline in the 
gold price at the time. 

The number of shares traded on the Johannesburg 
Stock Exchange was 13 per cent higher in the first quar· 
ter of 1983 than in the preceding quarter. but the 
monthly average during April and May was 27 per cent 
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lower than in the fi rst quarter. Share prices rose on aver
age by 12 per cen t from December 1982 to February 
1983. before declining by 9 per cen t in March . The sub
sequent increase during Apri l and May raised the aver
age level of prices to 16 per cen t above that in December. 
From December to May gold mining share prices fluc
tuated by as much as 18 percent per month. bu t were 4 
per cent higher in May than in December. During these 
f,ve months other milling shares rose by 13 per cent. 
financia l shares by 22 per cent. and Industria l and com
mercial shares by 25 per cent. 

Share prices and yields 
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Reflecting the increase In share prices. the average 
dividend yie ld on all classes of shares declined from 65 
per cent in December 1982 to 6.0 per cent in March and 
to 5.3 per cen t in May. 

Increased lending by building societies 
in the mortgage market 

The large intake of new funds by the building societies 
during the first quarter had its counterpart in increased 
mortgage lending by the societies. The seasonally ad
justed amount of new mortgage loans granted in
creased from R820 million in the fourth quarter of 1982 
to R 1 548 mi llion in the fi rst quarter of 1983. The corre
sponding increase in mortgage loans actually paid out 
was f rom R595 million to R718 million. Because of the 
fai rly large di fference between loans gran ted and paid 
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out, the societies ' loan commitments rose by R792 mil
lion dUring the first quarter to reach a level of R1 546 
ml.lllon at the end of March. 

In addition to the Increase In the societies' mortgage 
10dns outstanding, their prescribed Investments 
showed a seasonally adlus ted rise of R659 mil lion dur
Ing Ihe first quarter At the end of March their excess 
holdings or these Investments amounted 10 R1 694 
million 

The Increased availability and lower cos I of funds 
borrowed by institutions operating In the mortgage 
market led to a decline In mortgage rates . The rates on 
the bUilding societies' new home mOltgage loans were 
reduced, With effect from 1 Apn11983, from a range of 
14,25 16,25 per cent on all loans to a range of 14.0 
15,0 per cenl on home loans up to R60 000. A higher 
rate applied to loans In excess of R60 000. On 20 May 
1\ was announced that bUi ld ing societies would no 
longer cooperate In dOtelTTllnlng Uniform depOSit and 
mortgage ralOs and that In future ach building society 
would be free to fi X liS own rates In the case of the par
ticipation mortg ge bond schemes, the more fleXible 
rate on participation mortgages was reduced rrom 18,0 
per cent to 17,1 per cent In February and to 15,1 per 
cent In March. 
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Renewed increase in real es tate turnover 

Turnover In the real estate market, Wl11ch had remained 
at a hIgh level throughout 1982 and had shown a re
newed Increase towards the end of the year, rose 
further In the first quarter of 1983, The seasonal ly ad
jus ted value of real es tate transactions was 8 per cent 
hIgher IT1 the first quarter than In last qUcHterof 1982, To 
an Important extent, the renewed buoyancy In the real 
esta te market was rolated to the Increased availability 
of funds In the mortgage market, a pent-up demand for 
hOUSing and perslstentll1f1atlonary expectations. 
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