
Quarterly economic review 

Introduction 

The recovery in economic activity, which had started 
towards the middle of 1993 and had been fairly robust 
in the second half of that year, faltered somewhat in 
the first Quarter of 1994 and did not regain its earlier 
vigour in the ensuing two Quarters. Current projections 
suggest that the real gross domestic product will 
probably grow by only about 2 per cent in 1994, which 
is considerably lower than had generally been 
expected at the beginning of the year and also only 
moderately higher than the growth of 1 per cent 
registered in 1993. 

Various factors probably contributed to the slow 
uptum in economic actMty during 1994, including; 
~ Iower-than-expected growth in real agricultural output 
because of the withholding of livestock from the market 
to build up herds, frost damage to vegetable production 
and drought-related damage to the wheat crop; 
- the unset11ed conditions during the run-up to the April 
election and the production days lost in the second 
quarter on account of the election and the festi\.ities that 
folklwed: 
- an increase in the total man-days lost in the first nine 
months of 1994 compared with the corresponding 
period of 1993 as a result of ongoing labour disputes and 
work stoppages; 
- the continued undercurrent of uncertainty among the 
domestic and international business community about 
the prospect for economic stability in South Africa; and, 
perhaps even more seriously, 
- the structural weaknesses in the economy, such as 
the high costs of labour in comparison with skills and 
training, shortages of skilled manpower, the high tax 
burden on indMduals, the low level of domestk:: saving 
and high dissaving by the government, uncompetitive 
conditions and the anti-export bias in South Africa's 
foreign trade policies. 

The continued slav.' grovvth in domestic prodlJction In 
the third quarter of 1994 was accompanied by a sharp 
increase in real gross domestic expenditure. Driven by 
some improvement In consumer and investor 
confidence, v.tIich translated into actual meases in real 
demand, the upward momentum in both real private 
consumption expenditure and real fIXed Investment was 
maintained in the third quarter. This was supported by a 
greater willingness among households and enterprises to 
incur debt. Investment in large capital projects and the 
electrification of lower-income residential areas also 
contributed to the strong growth In aggregate capital 
formation, 
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Inventories increased considef'ably in the third quarter 
of 1994, A substantial part of this accumulation of 
inventories probabty reflectecl some speculative demand 
for imported goods based on an expected further 
depreciation of the rand. Accordingly, the volume of 
merchandise imports rose subslantially further, The 
substantially higher level of merchandise imports in the 
third quarter of 1994 was accompanied by only a 
moderate rise in merchandise exports, The surprisingly 
poor export periormance, against the background of a 
fairty rapid economic recovery in the rest of the world, 
seems to have been caused by disruptions in domestic 
prodlJction as well as by marketing strategies folfa.Ned by 
some enterprises in order to stabilise income. 

These developments, together with a substantial 
Increase In net service and transfer payments to non­
residents, resulted in a switch from a surplus on the 
current account of the balance of payments in the 
second quarter of 1994 to a large defiCit in the third 
Quarter. Over the same period a dramatic turnaround 
took place on the capital account of the balance of 
payments from a relatively large net outflow of capijal not 
related to r9S9fVeS in the first half of 1994 to a net inflow 
of capital of no less than RS,6 billion in the third quarter of 
1994, This net inflow of capital consisted mainly of short~ 
term funds not related to reserves, but longer-term 
project financing from abroad also became more readily 
available to South Africa, 

lhe improvement in the capital account of the balance 
of payments offset the deficit on the current account and 
was resp::l(lSibie fO" a substantial iro-ease in the net and 
gross gold and other foreign reserves of the oountry, It 
also enabled a reduction in the Reserve Bank's fOfeign 
short-term liabilities related to reserves and led to an 
increase n the nominal and real effective exchange rates of 
the rand, Despite this rise, the nominal effective exchange 
rate of the rand at the end of October 1994 was still 9 per 
cent below its _ at tI1e end of tI1e precedilg year. 

The increase in domestic expenditure was also 
instrumental in bringing about an acceleration in the 
growth of money supply during 1994, This development 
was aided by an improvement in the cash flow of 
business enterprises as a result of a strengthening of 
company profits and a running-down of government 
deposits with monetary institutions which had been built 
up in the preceding year, At the same time, the private 
sector's liquidity preference rose on account of factors 
such as political uncertainties, expected Interest rate 
changes and anticipatecl major adjustments in the share 
and bond markets, A preference for shorter-term 
deposits therefOfe led to an even more rapid growth in 
the narrowty defined than in the bfoadly defined money 
supply aggregates, 



Because part of the Increase in domestic expenditure 
was financed by means of domestic credit extension. the 
monetary institutions' credit extension to the non-bank 
private sector and to the government started to rise 
rapidly in 1994 and continued to increase at high rates in 
the third quarter of the year, mainly due to credit 
extended to the private business sector. The rate of 
increase in bank credit extension to households "Was also 
well above the rate of consumer price inflation. 

The strong growth in the money supply and 
domestic credit extension, together with factOls such 
as the depreciation of the rand, domestic supply­
constraints in the agricultural sector and renewed 
higher inflation expectations, were responsible for a 
reversal in the downward trend in inflation rates. These 
changes In underlying conditions caused the Reserve 
Bank to shift to a more restrictive monetary policy 
stance in the third quarter of 1994. Reflecting the 
resolve of the monetary authorities to protect thi:! value 
of the rand, Bank rate was increased by one 
percentage point on 26 September 1994, 

Both short-term and longer-term interest rates and 
yields reacted immediately to this rise in Bank rate and 
moved sharply upwards. The shape of the yietd curve 
therefore remained almost unchanged; the upward­
sloplng yield curve is fair1y steep for pape!'" with a maturity 
of up to six years and relatively flat fJIIer the rest of the 
maturity spectrum. This yield curve probably still reflects 
expectaticlns of further upward adjustments in short-term 
interest rates and a rise in the inflation rate. 

Although the money market shortage decreased 
somewhat in the third quarter of 1994, money market 
conditions remained relatively tight and the Reserve 
Bank's operations in the money market absorbed some 
of the tlquldity in the marnet. ActMty In the secondary 
bond and equity markets remained buoyant and non­
residents were activety involved In both these rTla/1I;ets. In 
particular, non-residents' gross purchases of shares as a 
proportion of the totat value of shares traded, rose further 
and in the third quarter non-residents were involved in 
nearly one-third of the share turnover on the 
Johannesburg Stock Exchange. 

The raising of funds by both lhe pubic and the private 
sector 011 the primaJY bcr>d and equity marKets f~1 back 
significantly in the third quarter of 1994, The de:::line in 
net new borrowing by the public sector was mainly 
related to the decision of the government to spread its 
financing needs more evenJy r:N8t the financial year. The 
low demand of the private sectOf reflected the favourable 
cash flow position of most businesses In South Africa. 
Indications at the end of the third Quarter and beginning 
of the fourth quarter of 1994 pointed to an increase in the 
demand for funds by the private sector. 

From the information for the first seven months of 
fiscal 1994/95 it seems as if the government wilt be able 
to ach""e Its objective of redUCWlg the Exchequer deficit 
before borrowing and debt repayment , Although 
Exchequer issues increased at a more rapid rate than 
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planned in the Budget lor the year as a whole, the rate of 
increase was considerably lower than the average 
Increase in the first seven months of the J)(eceding five 
fiscal years. Exchequer receipts In the first seven months 
of fiscal 1994/95 also increased more rapidly than 
foreseen in the Budget for the year as a Whole. 

The deficit on the Exchequer account was financed 
primarily by the issue of long-term government stock. 
Owing to the fact that the govemment is issuing stock 
with a significantly lower coupon rate than the ruling 
market interest rate, more stock has to be issued to 
satisfy the financing requirement of the government, 
which, of course, leads to an even sharper increase in 
government debt. In an effort to avoid increasing the 
pressure of the high cost of debt servicing on the 
government's finances and at the same time to try and 
satisfy institutional investors' preferences for a capitat­
market instrument with money-market qualities. a new 
variable-rate stock was introduced in October 1994, This 
stock has a maturity of four years and a coupon rate 
which is determined by the ruling Treasury bill tender rate 
plus a premium. 



Domestic economic developments 

Domestic output' 
After having declined at a seasonally adjusted and 
annuaIised Quarter-to-quart6( rate of 316 per cent in the 
first Quarter of 1994 and having increased at a revised 
rate of 1 ~ per cent in the second Quarter, aggregate real 
gross domestic product adIIanced slightly more strong~ 
at a rate of 216 per cent in the third Quarter of 1994. The 
robust recovery in the second half o f 1993 therefore 
tapered off considerably in the first nine months of 1994, 
and real gross domestic product in this period v.as only 

2~ "'" cent above its leva in tile corresponding PE<'OO of 
the preceding year. If the agricultural sector is excluded, 
the reel output of tile noo-agTi::uIluraf sectors increased 
by about 1 ~ per cent in the first nine months of 1994 
compared with the first nine months of 1993. 

AItto..gl a stiI modErnt. growth n domestic proc:iJcticn 
was recorded n the thil:I quartEr" of 1994, the reaJoJeIY il 
tlCOf1()o'l'jc actMty beca11e fai1y widespead, Smal rates of 
increases 'v\'9ffi recx>rded if1 all the major ecx:onomic sectas, 
INith the notable exception of the mining industry, 

Agricultural production continued to increase at a 
fairly high rate in the third QUartet' of 1994 Q\oVing to the 

In accordance 'Nith normal practice dlmg the ttWd (JJarter 
of every year, revisions have been made to national 
accounts data and are Incorporated In this isst..e of the 
Quarterly Bulletin. These revisions are based on more 
complete. more detailed ex more appropriate data available. 
In addition. seasonal factOfS have been l4ldated, 

Table 1. Growth In real gross domestic product 
by sector 

Seasonally adjusted and annualised rates 

t994 

1 st qr 2nd qr 3rd qr 

Primary sectors ..... . " ....... -31 -3 -3 
Agriculture " ...... ......... -60 7 8~ 
Mining .. ................. ..... ·6l6 -8 0 

Secondary sectors " ' " "" , -~ 0 2 
Manufacturing ... ......... -, ~ -~ 2 
Electricity, gas and 
water ... .. .. " .............. 2 1 ~ 2 

Tertiary sectOl'S ....... .... .. .. 2 3 2 
Trade and accom-
modation .............. " .. 2 4 2 

Transport, storage 
and communication . 2~ 3 2~ 

Rnancial services .... ... 4 4 ~ 4~ 
Total gross domestic 

product ............... .. ....... -3~ 1 ~ 2~ 

completion of the harvesting of a maize crop of about 
12, 1 million tons; in 1993 maize production had 
amounted to g,O million tons. The teal value added by 
agriculture would have been even higher but for the 
withholding of livestock from the market and some 
serious frost damage 10 horticunurat production_ 

The total real output in the mining sector. vvhich had 
contracted at a relatively rapid rate in the first two 
quarters of 1994 , showed little change in the third 
quarter. The low level of the mining output in 1994 was 
the combined result of lower gold and other mining 
production. In response to the increase in the rand price 
of gold, the gold mines switched again to the mining of 
lower-grade Ofe. 1he Pfoduction of the gold mines was 
also adversely affected by labour disputes, but 
nevertheless rose slightly in the third Quarter of 1994. 
Coal production oontinued to increase in the first !tvee 
Quarters of ,994 as a result of a strong international 
demand. Revised information for the other mines, 
however, shows that lheir production contracted sharply 
in the first nine months of 1994. owing to cutbacks in 
diamond-mining produc tion , to avoid an over-supply 
position internationally, as well as In the production of 
some other minerals and metals because of adequate 
income levels realised from sharply rising international 
commodity prices and a depf'edation of the rand. 

The real output of the manufacturing industry 
increased somewhat in the third quarter of 1994, but 
was still on a relatively low level for this stage of the 
economic recovery . The poor performance of 
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manufacturing enterprises from the beginning of 1994 
was caused mainty by disruptions of production actMty. 
The loss of working days on account of strikes and stay­
aways increased towards the end of the second quarter 
and spilled (yoJ€f into the third quarter. Negative growth 
was registered particularly in the real output of the 
enterprises producing food products and machinery and 
transport equipment; the five-week-Iong strike in the 
motor industry made serious inroads on the output levels 
of enterprises producing transport equipment. These 
negative effects were cushioned to some extent by 
effoos towards the end of the third quarter to make up 
for the production losses. Some manufacturing 
subsectors which direct their activities towards export 
markets, such as those producing chemical and paper 
products, also profited from the international recovery 
and succeeded in raising their real value added yet 
further in the third quarter of 1994. 

In the other secondaJy sectors, the real value added 
by the suppliers of electricity, gas and water rose further 
in the third quarter of 1994 because of factors such as 
the on-going electrification of lower-income residential 
areas, the recovery of economic actMty and a cold and 
long wlnter, A stronger demand for residential buildings 
and the recent increase in fixed investment aclMty also 
led to a further Increase in the real output of the 
construction sector. 

The real value added by the tertiary sectors oonlinued 
to increase at a steady rate in the third quarter of 1994. 
Although this further increase was broadty basEd, it was 
particularly evident in the value added by the transport 
and financial sectors. The growth in the value added by 
the transport, storage and communication sector was 
aided by the need to move bulk agricunural commodities 
and the strong rise in merchandise imports. The 
generally buoyant conditions in the financfal markets, 
together with a revival In real-estate transactions, 
guaranteed strong grD'NIh in the real value added by the 
sector finance, insurance, real estate and business 
services. In the sector commerce and accommodation 
the rate of increase in real value added slowed down 
considerably to an annuallsed rate of 2 per C€I1t in the 
third quarter of 1994 from 4 per cent in the second 
quarter, mainly because of supply constraints arising 
from the strike In the motor manufacturing indUStry during 
August and September. 

Domestic expenditure 
The moderate rise in production was accompanied by 
much sharper increases in total real domestic 
expenditure. Following relatively high quarter-to· 
quarter rates of increase that varied between 1 and 9~ 
per cent since the third quarter of 1993, the seasonally 
adjusted real gross domestic expenditure increased 
further at an annualised rate of 9 per cent in the third 
quarter of 1994. This latter increase was generally 
driven by some improvement in consumer and investor 
confidence which translated into actual increases in 
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Table 2. Growth in the components of real gross 
domestic expenditure 

Seasonally adjusted and annuahsed rates 

1994 

1 st qr 2nd qr 3rd qr 

Private consumption 
expenditure , ..... .... , .... , ... I ~ 2 ~ 3 

Consumption expenditure 
by general govemment.. 7 lU 0 

Gross domestic fixed 
Investment .................... 3~ 8~ 7 

Gross domestic final 
demand ....... ................. 3 3~ 3 

Change in inventories 
(R billions) .. .................... 2,0 1,9 5.5 

Gross domestic 
expenditure .... ............... 5 9 

Exports of goods and 
non-factor services." ..... -24~ 7 18~ 

Imports of goods and non-
factor services .. ............. -13 22 52 

Expenditure on gross 
domestic product .......... -3~ I ~ 2~ 

real demand. In addit ion, an Increase in real 
inventories made a significant contribution to this high 
growth rate. 

Real outlays on private consumption expenditure 
increased sharply in the first nine months of 1994 and 
the rate of increase in this aggregate accelerated from 
an annualised rate of 1 ~ per cent in the first quarter of 
1994 to 2~ and 3 per cent in the next two Quarters. 
Although spending on all the main categories of 
consumer goods and services contributed to this 
higher rate of Increase in household consumption 
expenditure, expenditure on durable and semi-durable 
goods rose very sharply; real expenditure on these 
categories advanced at annualised rates of 4~ and 4 
per cent, respectively, in the third quarter of 1994. 

Apart Irom the role played by higher fanTl and other 
personal income, the higher spending levels of 
households during recent months were also influenced 
by the increased willingness of consumers to incur debt. 
The fall in mortgage and other interest rates from hIgh 
levels In 1991 up to September 1994 eased the squeeze 
on the disposable income of indebted households 
somewhat. Having shown a distinct doWnward 
movement over the three-year period until the fourth 
quarter of 1993, consumer credit started to rise again in 
the first nine months of 1994. It would appear as if 
consumer confidence strengthened somewhat when 
developments after the election turned out 10 be retativety 
peaceful. 
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The rate of inaease In real consumptkJn expendrture 
by general government slowed down from annualised 
levels of 7 and 1 ~ per cent in the first two quarters of 
1994 to almost no change in the third quarter. This 
slower grOlNth was the result of a lower rate of increase in 
the real remuneration of employees and a much more 
severe curtailment in the rate of expenditure on other 
goods and services. The current outlays by general 
government in the first nine months of 1994 were 
nevertheless still nearly 4 per cent hlQher than in the 
oorrespondi'9 period of 1993. 

The upward momentum In aggregate real gross 
domestic fixed investment since the second quarter of 
1993 was maintained in the third quarter of 1994. 
Current estimates suggest that increases in total real 
gross domestic fixed investment, at annuaJised rates of 
3~ and 8:6 per cent in the first two quarters of 1994. 'A'efe 
followed by a further rise of 7 per CSfIt in the third QUarter. 
This irnpl'"ovement in capital formation was brought about 
by an expansion " reaJ outlays on capital equ~1 by 
the private sector and public corporations. 'Nhich more 
than offset a further decline in real gross domesti::: fixed 
Investment by public authorities. 

A ctassificalion of real fixed investment by the private 
sector by type of economic activity shows that the further 
increase in the third quarter of 1994 at an annuallsed rate 
of 4 ~ per cent was broadly based . Investment 
expenditure by agriculture and mining enterprises rose 
ma11<ed~ and r'" or.rtlays on pnval. residErltial buildi'9s 
accelerated from an average annua~sed rate of 1!06 per 

Total real gross domestic fixed investment 
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cent i1 the first two quart8f'S of 1994 to 4 per cent in the 
third quarter. The direct and indirect linkage effects of 
major capital projects currently in process were also 
responsible for a further, but significantly Ia..ver, increase 
in the capHai formation of the manufacturing sector in the 
third quarter of 1994; an annuaUsed rate of increase of 
only 1 ~ per cent was reoorded, compared with 6:6 and 
8~ per cent in the second and flf'St quarter, respectNely. 

Real fixed capital formation by public corporations in 
lhe first 111< .. quarters of 1994 was 9~ per cenl higher 
lhan in the oorrespondng period 01 1993. owing largely 
to increased investment in the electr~ication of lower­
Income residential areas. On the other hand. real fixed 
Investment by public authorities remained subdued in the 
first half of 1994 and receded further in the third quarter 
at an annualised rata of 2!06 per cent. Cutbacks In the 
investment outlays of provincial governments exceeded 
the rise in the capital formation of the central government 
and local authorities. 

The build-up of inventorieS during 1993 accelerated 
considerably in the third quarter of 1994. Expressed at 
constant 1990 prices. Inventories increased at an 
annua/ised rate of R5,5 billion in the third quarter of 1994, 
against Rt,9 billion In the second quarter and R2,0 bi!lion 
In the first quarter of 1994. This substantial accumulation 
of inventOfies in the third quarter of 1994 coincided with a 
substantial rise in the volume of merchandise imports and 
probably reflected some speculative demand for 
imported goods based on an expected depreciation of 
the rand. The increase In inventory levets in the third 
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quarter of 1994 was prominent in the mining and 
rdustrial sectOtS and n wholesale and _I trade. The 
level of inventories in the motor trade, however, 
contracted sharply, as a result of supply problems 
experienced by the motor Oldustry. Despite the build-up 
of inventories, the ratio of industrial and commercial 
inventories to non-agricultural gross domestic product 
remained unchanged at the _ of 16 per cent ~nce the 
thItI quarter of 1993. 

Factor income 
The growth in aggregate nominal factor income at mar1<et 
prices r::JI/9(' a period of tweI\Ie months sJa.Ned dcwn from 
an average of 13~ per cent in the first two quartefS of 
1994 to 11 per cent in the third quarter. This IoINef rate 
of growth could be ascribed to a sIo'Ner rate of increase 
in both total gross operating surpluses of business 
enterp<ises, and " the f'BmIXle(8tiot1 of em~. The 
growth over tOlX quarters in labour rElfTl1.Jleration sIoNed 
down to 10~ per cent " the thi-d quarter of 1994 from a 
.-11 per cent " the preceding q.Jarter. For the I'm 
nine months of 1994 the total remuneration of employees 
was about 1 O~ per cent higher than n the cooespondIng 
period of 1993, i.e. remuneration rose at about the same 
rate than in 1993 as a 'Nf1oIe. 

GrO'Nth in the nominal gross operating surpJuses of 
business enterprises measured over a period of twelve 
months edged downwards from an a""'age of 11 per 
cent in the first half of 1994 to approxinatejy 9M per cent 
., the tI1ird quarter. llis slower growth was mair/y do..<> 
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to a deterioration in the profitability of the mining and 
commercial sectors. In the gold-mining industry the 
better results in working revenue were neutralised by 
rising opemtilg oosts. while the Jower rate of ilcrease in 
the operating surpluses of the commercial sector 
reflected mainly the effects of the strike in the motor 
manufactlKing sector. which klft tal _ with """'" 
shortages of new mc:xieIs. As a result of the revival of 
domestic tnaI demand, the improved terms of trade and 
a strong international demand for South African products, 
the growth In the gross operating surpluses of the other 
sectors rose SOfTIe\o\Ihat in the third quarter of 1994. 

Domestic saving 
The ratio of total gross domestic saving to gross 
domestic product detE<iorated further n the tnrd quarter 
to a level of 16 per cent; in the first half of 1994 it had 

averaged 17 per oent. Th~ contract"" " the domestic 
savings ratio arose from the substantial increase in 
domestic consumption expenditure. ooich exceeded the 

growth " the aggregate ourrent income " the eoonomy. 
Attempts by _ facing sJt:m '=me growth 

and rising tax burdens to maintain or even increase 
spending levels, inevitably led to lower savings by the 
household sector. The ratio of personal saving to 
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pe<ronaI disposable 01c0me receded accordWlgly rom an 
average of 4~ per cent in the first two Quarters of 1994 to 
about 3 per cent in the third Quarter. Corporate saving 
showed little change in the third Quarter against the 
preceding Quarter, while the dissaving by general 
government oontracted slightly because the rise in tax 
revenue exceeded the increase in current expenditure. 
However. net dissaving by general government as a 
percentage of gross domestic product remained at a 
high average level of 5 per cent in the first nine months of 
1994. 

Employment 
The unsteady recovery in economic activity has been 
unable to reverse the stwp doYmward movement in total 
employment in the non-agricultural formal sectors of the 
economy. The slil generally weak economic conditions, 
and rationalisation programmes implemented by 
business enterprises to reduce costs, caused 
employment in the non·agricultural economic sectors to 
drop sharply further in the first Quarter of 1994 (latest 
information made available by the Central Statistical 
Service). The decline in employment in this Quarter came 
to a seasonally ad~'U ted and annualised Quarter-to­
quarter rate of 4,8 per cent, compared with 
corresponding rates a decline of 1,2 and 1,5 per cent in 
the third and fourth quarter of 1993. The total number of 
employment opportunities fell back by approximately 
510 OCX), or 9,2 per cent, from its peak in the second 
quarter of 1989 to the first quarter of 1994. Th~ brought 
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employment in the formal sector more or less back to the 
level \Yhich had existed at the end of 1980. 

The lower employment levels in the first quarter of 
1994 were mainly due to personnel reductions In the 
non·agriaJItutaI private sector. Total employment " the 
private sector (excluding agriculture) started to decline in 
the third Quarter of 1989 and, with the exception of the 
first Quarter of 1990, has declined in fN8fY subsequent 
Quarter. Sharp decreases were recorded in the first 
Quarter of 1994 in employment by the mining industry, 
construction, electricity generation, the trade sector and 
banks. Information available for the second quarter of 
1994 indicates further , though generally smaller , 
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retrenchments of staff in the retail and wholesale trade, 
banks and private road transportatioo, 

In contrast to these developments in the private 
sector, the rate of decline in the employment by the 
public authorities has weakened somewhat. Atter having 
declined at seasonally adjusted and annualised rates of 
5,1 and 8,3 per cent in the first and second QJarter of 
1993, employment by public authorities remained 
unchanged in the third quarter of 1993 and rose by 1,7 
per cent in the fourth quarter of 1993. It then contracted 
again. however. at a rate of 1,5 per cent in the first 
quarter of 1994 and of 0,6 per cent in the second quarter 
owing to the privatisation of some of the agricultural 
marketing boards and large-scale retrenchments by 
publk: corporations. 

Despite the continued decline in employment 
opportunities, the seasonally adjusted total number of 
registered unemployed workers declined from a high 
point of 335 000 In September 1993 to 280 000 in 
August 1994. This decrease must, however, be viewed 
against the unemployment rate, which has increased 
from 18,5 per cent in 1991 to 29,0 per cent in 1003. 

labour costs and productivity 
The rate of increase in the average nominal remuneration 
per worker in the non-agricultural sectors of the economy 
contracted in tandem With the decline in economic 
activity from its most recent high point of 18,3 per cent in 
1989 to 10.6 per cent in 1993 - the lowest Increase 
since 1978, As sho'M1 In Table 3, this downward trend 
accelerated considerably from the second half of 1992 
and the year-an-year rate of increase in nominal salaries 
and wages per worker decreased from 16,3 per cent in 
the second quarter of 1992 to 9,2 per cent in the fourth 
quarter of 1993 and 9.5 per cent in the first quarter of 
1994. This slower growth In salaries and wages was 
recorded in the remuneration of persons emplDyed by 
both the private se:tor and public authorities. However, 
in the second Quarter of 1994 the year-an-year rate of 
increase In the remuneration per worker of public 
authorities surged again to 20,6 per cent. 

Despite the slower growth in the average nominal 
remuneration per employee, the real remuneration per 
worker in the non-agricultural sectors of the economy (as 
deflated by the price deflator for the non-agricultural 
gross domestic product) increased at first from 0,9 and 
0,4 per cent in 1989 and 1990 to 1,9 per cent In 1992. 
Only in 1993 did the real remuneration per worker begin 
to decrease: the rate of decline averaged 0,1 per cent 
for the year as a whole. In the first quarter of 1994 the 
year-an-year rate of change in the real remuneration per 
worker again amounted to a positive 0,9 per cent against 
a negative level of 0,4 per cent In the preceding quarter, 
Recent demands for wage increases well above the 
Inflation rate also do not bode well for real wage costs in 
the rest of 1994. 

The general upward trend In real wages was, 
however, accompanied by higher labour productivity, 
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Table 3. The year-on-year rate of increase in 
nominal remuneration per worker 

Period Private Public Total 
sector authorities 

1992: 2nd qr (peak) ....... 16,0 16.9 16,3 
1993: 1st Qr ..... .. ......... .. . 12.8 13.5 13.1 

2nd Qr ................ .. 10.5 8,9 10.0 
3rd Qr " ................ 10.6 9,6 10.2 
4th qr .. . " ........... ... 11. 1 5,4 9,2 

1994: lstqr .................. . 9,7 8,9 9,5 

The rate of increase in labour productivity in the non­
agricultural sectors of the economy accelerated 
continuously from 0,3 per cent in 1990 to 1 ,2 per cent In 
1992 and 3,1 per cent in 1993, Initially this increase was 
due only to the reduction In employmerlt, but real gross 
domestic product also increased later. The year-on-year 
rate of increase in real labour productivity accelerated 
from 1,0 per cent In the second quarter of 1992 to 4,1 
per cent in the fourth quarter of 1993 arKI4,7 per cent in 
the first quarter of 1994. 

As could be expected with lower increases In labour 
remuneration and a rise in labour productivity, the rate of 
increase in nominal unit labour costs in the non­
agricultural sectors of the economy dropped sharply from 
a peak of 16,9 per cent in 1990 to 7,3 per cent in 1993. 
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In the first quarter of 1994 the year-on·year rate of 
increase in nominal unit labour costs came to only 4,6 
per cent. ReaIIA1it labour costs las deHaled by lne price 
deflator for the non-agricultural domestic product) 
therefore also c:leCfeased by 3,1 per cent in 1900 and by 
3,6 per cent in the first quarter of 1994 compared with 
the oorresponding quarter of t 993, 

Prices 
Despite the slower increase In nominal unit IaOOur costs, 
the downward trend In inflation rates since 199t was 
reversed in the first nine months of 1994. Factors such 
as the depreciation of the rand, domestic supply shocks 
in !he agricultural sector. high Inflation expectations and a 
strong growth in !he money scwtY and domestic ered, 
extension. caused the quarter-to-quarter rate of ncrease 
in production and consumer prices to acx::eIerate sharpty 
from the beginning of 1994. These rates of Increase. in 
particular. accelerated substantially in the third quarter of 
1994. lSee Tabla 4.) 

Measured over a period of twelve months. th3 rate of 
increase in both the production price index and the 
consumer price Index reached a lower luming-point in 
April 1994. The rise~'n he aI/-goods production price 
index accelerated fr 6.2 cent in ~I 1994 to 1 D. 1 
per cent in September. is increase was largely driven 
by drastic increases in the prices of agricultural 
products, which accelerated from 6 ,5 per cent in 
February 1994 to 18.8 per cent in September, largely 
because of a decline in the supply of agricultural goods 
related to factors such as the rebuilding of livestock 
herds by fanners following the improvement of grazing 
conditions. and frost damage caused to fruit and 
vegetable production. Since the second quarter of 1994 
the weaker exchange rate of the rand and the rising 
price of imported crude oil also added to the upward 
thrust in production prices. The rate of increase over 
periods of twelve months in the prices of imported 
goods therefore rose from a low of 2,7 per cent n March 
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1994 to 8,7 per cent In September. 
A similar rise was discernible in consumer prices 

when measured over a period of twelve months. The 
twelve-month rate of increase in the consumer price 
index rose fromQJ> per cent in ~ 1994 to 10.1 per 
cent in September. Although the prices of goods as well 
as services contributed to this upward movement in 
consumer prices. the rate of Increase in the prices of 
goods rose by 4,8 percentage points from 6.8 per cent in 
April 1994 to 11.6 per cent in September. while the rate 
of increase of prices of services rose by only 1,4 

Table 4. The quarter-to-quarter rate of increase in production and consumer prices 

Seasonally adjusted and annualised rates 

1993 1994 

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

Production prices: 
Domes"" goods . . .......... ........................ .. .... .. .... .... . 5, 1 11 ,1 9,0 14.4 
lmported goods............................ ........................... ·5.4 3,2 16.6 14.8 
Total .............................................. ,........... .. .......... . 3,0 9,7 10,3 14,6 

Consumer prices: 
Goods .................. .. .............................................. .. . 6.2 8.3 8,0 19.4 
SeMces................................................................... 1,2 6,8 6,7 16,0 
Total .. .. ....... ........ ........ ............................................ 5,3 9,2 6,7 15,7 
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percentage points from 7.4 per cent in May 1994 to 8,8 
per cent in September. 

Food prices, in particular, 'v'o.I9fe largely responsible for 
the acceleration in the rise in consumer prices. The 
twelve-month rate of increase in food prices began to 
escalate from a low of 2,4 per cent in September 1993 to 
8,8 per cent in April 1994 and then jumped to a level of 
21,9 per cent in September 1994. Meat price increases 
more than quadrupled from 7,2 per cent in September 
1993 to 34,7 per cent in September 1994, while the rate 
of increase in the prices of vegetables soared from 8,1 
per cent " Apri 1994 to 51 ,5 per cent "September. n 
movements in the prices of food and non-alcoholic 
beverages are excluded, the twelve-month rate of 
increase in other consumer prices remained relatively 
steady and rose only slightly from 6.4 per cent in May 
and June 1994 to 7, t per cent" September. 
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Foreign trade and payments 

Balance of payments on current account 
Despite the relative weakness of the uptum in economic 
activity, the balance of payments on current account 
deteriorated substantially in the third quarter of 1994. 
The current account balance (seasonally adjusted and 
annualised) turned around from a still comfortable 
average quarterly se<pIus of R2,5 ~ i1 the first half of 
1994 to a deficit of no less than ~ billion in the third 
quarter. As a ratio of gross domestic product, this deficit 
amounted to 1,1 per cent. 

The change to a deficit on the current account of the 
baJance of payments was mainly related to a persistently 
strong rise n the value of merchandise imports, which 
outweighed moderate increases in the value of 
merchandise exports and net gold exports. In addition, 
net service and transfer payments to non-residents, 
which had declined substantially in the second quarter of 
1994, rose again in the third quarter. 

The value of South Africa's merchandise imports, 
seasonally adjusted and annualised, advanced from 
R71.4 billion in the second quarter pf_ 994 to R82,3 
billion ... the third quarter, Q( by nearfyQ5~ cent. This 
brought the value of merchandise im s In the first nine 

Balance of payments: Current account 
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months of 1994 to a level that was approxinatey' ~ per 
cent higher than in the corresponding period of the 
preceding year. Although the further sharp iraease " 
merchancise imports was fairty widespread. ptOOOUnced 
increases 'NeI'e recorded in the category manufacturing 
imports, and more specfficalty in the imr:x>rts of d1emical 
products, textiles, machinery and electrical equipmBflt. 
and transport eqUprnent. 

I>s sOOwn " Table 6, the substant;,; increase in the 
value of merchandise inports in the third quarter of 1994 
was mainly due to a corresponding strong rise in the 

Table 5. Merchandise imports and exports 

Quarter-la-quarter percentage change 
seasonally adjusted data 

1994 

1st qr 2nd qr 3rd qr 

Merchandise imports 
Value ......................... 0,8 8,7 15,3 
Price ..................... ..... 0,7 3,6 3,4 
Volume ...... ................ 0,3 4,9 II,S 

Merchandise exports 
Value ......... ..... ... ........ -4,4 5,5 6,2 
Price .............. ... .... .. ... 2,1 3,9 2,5 
Volume , ....... , ..... " .... .. -6,4 1.6 3,6 

volume of imports v.tlich panly _ed the higher level 
of economic activity and capital expenditure on latge 
capitaI-intensM! projects. More mportant, the sharp rise 
in the volume of merchandise Imports was also due to 
speculative purchases ahead of an expected further 
depreciation of the rand; this is substantiated by a strong 
rise in industrial and commercial Inventories. The 
depreciation of the rand, fising Int..".tlJnaj oil prices and 
moderate price increases in trading partner countries. 
caused the prices of merchandise imports to rise 
moderatety" the third quart .. of 1994, 

The substantialty high<> value of IT1efChandise imports 
In the ti>rd quarter of 1994 was accompan<>d by an only 
moderate rise In merr::handise exports. fus surprisingly 
poor export perfoonance against a backgroold of a fairly 
rapid economic rect:Nefy i1 the rest of the work:J seemed 
to have ~ caused by special circumstances. Largely 
as a result of the extended strike in the automotive and 
related industries. the exports of transport equipment 
declined substantially in the third quarter of 1994. 
Diamond exports were also disrupted in this period by 
large int..".tional sales by Russia. 

The vokxne of merchandise 8XJX)rts therefore rose at 
a much lower rate than wOOd trade. Despite the fI.rthe.­
rise in international commodity prices and a decline n the 
oominal effective exchange rate of the rand. the prices of 
merchandise exports rose by only 2~ per cent from the 
second to the third quarter of 1994. This moderate 
increase In export prices seems to be due to the fact that 
a significant part of South Afnca's exports is sold at 
contract prices, which react anty with a lag to higher 
international commodity prices. 

The value of nef gold exports at seasonally adjusted 
and annuaJised rates Increased from R23,2 blnlon In the 
secord quarter of 1994 to R24,8 bIIion" the third qo.at .. , 
a by 7 per conI. llis increase COlid be attrtJuted alnost 
er1tieIy to "" increase " the IICIIJre of exports, whdl had 
~ aw..sety affected" the ~ quart .. by stri<es 
and the additional pubIic~. The average fixK1g price 
of gold on the London market rose only slightly from 
US$382 per fine """'" " the secord quart .. of 1994 to 
$386 per fine """'" " the third qo.at... In rard t<>ms, the 
average fixK1g price of goJd per fine ounce rose from Rl 
38:) to R1 391 r:N8( the same period. 

Net servk:e and transfer payments to non-residents 
(seasonally adjusted and annualised) , which had 
decreased from R15,9 billion in the first quarter of 1994 
~.8 billion in the second quarter. rose again to 
~blllion in the third quarter of 1994. These 
SiQr>fica'1t~ hgher ret payments were the ret resut of an 
increase of R2.3 billion In service payments and an 
increase of RO,2 billion in service receipts . More 
specifically, the larger deficit on the seNices account in 
the third quarter was brought about by high<> freight and 
merchandise Insurance payments on account of the 
expansion in the value of imports and higher interest 
payments on acc::o&.rIt of a sharp increase in the utilisatbn 
of foreign credn facilties. 
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Capital movements 
A dramatic turnaround took place in the capital account 
of the balance of payments during the third quarter of 
1994. Having sI'lov-In throughout 1993 large net OJtward 
movements of capital, w,ich improved moderately from a 
revised flgUf'e of R7.7 billion in the second half of 1993 to 
R3.7 billion in the first half of 1994, a net inflow of capital 
not related to reserves of no less than RS.6 billion was 
rBCOfded in the third quarter of 1994. This substantial 
reversal in the capital account seems to have occurred 
after it had become apparent that the transition to a new 
political dispensation in South Africa would be achieved 
In a relatrvety peaceful manner. The net inflow of capital 
consisted mainly of shorHerm funds not related to 
reserves, I.e. liabilities and assets with an original maturity 
of less than one year. However. longer-term project 

Net capital movements not related to reserves 
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financing from abroad also became more readily available 
to South Africa. 

The net movement of short-term capital not related to 
reserves (but including errors and unrecorded 
transactions) switched from a net outflow of Rl.0 binion in 
the second quarter of 1994 to a net inflow of RS.2 billion 
in the third quarter. This substantial inHow of capital was 
mainly related to the relatively favourable cost and 
availability of foreign trade financing (mainly Euro-doliar 
financing) and a further significant increase In the foreign 
liabilities of private banks. Relatively tight domestic 
money market condItions Induced banks to obtain 
foreign short-term financing. W'hile the rise in merchandise 
imports favoured on-lending of foreign funds to dients. In 
the first nine months of 1994 the foreign short-term 
liabilities of private banks in South Africa increased 
accordingly by no less than R6.9 billion; in 1993 these 
liabilities had contracted by R3.3 billion. In addition. the 
relative weakness of the US dollar internationally also 
caused an Inflow of short-teon capital via fOfWard cover 
transactions in third currencies. 

Net movements of long-term capital also switched 
from an outflow of R1.6 billion in the second quarter of 
1994 to an inflow of R433 mimon in the third quarter. 
This considerable improvement occurred despite the 
repayment of R473 million on so-called affected debt in 
terms of the final debt arrangements with foreign creditor 
banks, the redemption of RS24 million affected debt 
converted into long-term loans outside the standstill net. 
and the falling due of R380 million of debt guaranteed by 
agencies of foreign governments . 

Purchases of government stock and securities of 
public authorities caused the net outflow of capital of 
RO.3 billion from public authorities and public 
COfPOI"ations in the second quarter of 1994 to change to 
a net inflow of RD.8 billion in the third quarter. Oter the 
same period, the net outflow of long-term capital from 
the non-monetary private sector declined from Rl.D 
billion to only R37 million. This improvement in the capital 
flow from the private sector was due to a decline in the 
net sales of securities quoted on the Johannesburg 
Stock Exchange by non-residents from Rl .2 billion in the 
second quarter of 1994 to only R23 m~lion in the third 
quarter, which transpired through the financial-rand 
mechanism and which. therefore, did not affect the 
foreign reseNeS of the country. 

Foreign reserves 
The substantial imJ)fovement in the capital account of the 
balance of payments offset the deficit on current account 
and was responsible for an increase of ~billion in the 
net gold and other foreign reserves in II1e fhird quarter of 
1994. This followed ~s in the t.9tal net foreign 
reserves of RQ,2 billion during 1993 and'ti3,?Jblllion In the 
first half of 1994. In O.ctQb~r 1994 the net foreign 
~ of the Reserve Ban~ further by no less than 
~billion. The sizable recovery in the overall balance of 
payments position allowed the Reserve Bank to reduce 



Table 6. Net capital movements not related to reserves 

R millions 

'993 '994 

Year 1st qr 2nd qr 3rd qr 

Long-term capital 
Public authorities ............................... ............. -, 3'7 
Public COfpOrations ......................................... -, 569 
Private sector .................................................. 26'4 

Totallong-Ierm capital ............. .............. .. .......... -272 

Short-term capital 
Monetary sector .............................................. -3309 
Other. including unrecorded transactions ........ -11 440 

Total capital movements, excluding liabilities 
related 10 reserves ......... .. .... .. ........ ........ .. ........... · '502' 

its fore!Qn short-term liabilitl9S related 10 reserws from a 
peak of AS.S t>IIK:lo on '0 May '994 to R3.6 t>1on at the 
end of October '994. 

Despite the redemption of reserve-related loans. 
South Africa's total gross gold and other foreign 
reserves nevertheless increased by Rl.3 billion in the 
third quarter of 1994 from R9.7 bUlion at the end of 
June to Rl'.0 billion at the end of September. At this 
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more recent level the gross reserves were equal to the 
value of aOOut 5 weeks' imports of goods and services. 
In October 1994 the gross foreign reserves of the 
Reserve Bank advanced further by AO.9 billion. The 
hlghef foreign reserves of the Reserve Bank consisted 
mainly' of foreign eXChange holdings. while the gold 
reserves of the Bank declined from 4.2 million fine 
ounces at the end of June 1994 to 3,6 million fine 
ounces at the end 01 October. 

Exchange rates 
Owing to the stronger overall balance of payments 
position and the weaker performance of the US 
dollar on international exchange markets, the 
nominal effective exchange rate of the rand rose by 
3.9 per cent from 13 July 1994 to 21 November 
1994 . This foll owed a period during which the 
currency depreciated; the nominal effective exchange 
rate of the rand therefore still declined, on balance. by 
8.6 per cent from the end of December 1993 to 21 
November 1994. while the real effective exchange rate 
contracted by about 3 per cent during the first nine 
months of 1994. 

Sharp decreases were registered in the exchange 
rates of the rand against most of the major currencies 
during the first eteven months of 1994, with the 
notable exception of the US dollar. The rand 
depreciated by only 4,1 per cent against the US dollar 
from the end of December 1993 up to 21 November 
1994 because of the weakening of the dollar after the 
middle of the year. Over the same period. the 
depreciation of the rand against the other major 
currencies varied between 9~ and 15~ per cent. 

Expectations and large-scale speculation about 
the possible abolition of exchange control on non· 
residents resulted in a persistent strengthening of 
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Table 7. Changes in exchange rates of the rand 

Percent 

Weighted average ............... ... ................. . 
US dollar ................................................. . 
British pound ........ .. ................................. . 
German mark ......................................... .. 
Japanese yen .... .................. ...... .............. . 
Netherlands guilder ............ " .................. .. 
Italian lira ... " ............................................ . 

31 Dec 1993 
to 

31 Mar 1994 

-4 ,1 
-2, I 
-2,6 
-5,B 

-10,2 
-5,4 
-7,9 

the exchange rate of the financial rand from an all­
time low of R5.58 per dollar on 11 April 1994 to a 
high of R3,92 per dollar on 21 October 1994. As it 
became apparent that the authorities ha\le no 
Intention to abolish the financial rand before a 
number of preconditions have been met. the 
exchange rate of the financial rand gradually 
weakened again to R4,11 per dollar on 21 November 
1994, The financial rand discount , which had 
narrowed from 35,7 per cent on 11 April 1994 to 
10,2 per cent on 21 October. widened again to 13,8 
per cent on 21 November 1994. 

Exchange rates 
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31 Mar 1994 
to 

30Jun 1994 

-6,9 
-4,9 
-8,2 
-9,3 
-8,2 
-9,5 
-6,6 

30 Jun 1994 
to 

13Ju11994 

-1,5 
·0,1 
-1,9 
-3,8 
-1,6 
-3,8 
-4,1 

13Ju11994 
to 

21 Nov 1994 

3,9 
3,2 
3,0 
5,0 
4,4 
5,0 
8,8 

31 Dec 1993 
to 

21 Nov 1994 

-8,6 
-4, I 
-9,6 

-13,6 
- I 5,4 
-13,5 
-10,2 



Monetary developments, interest rates and 
financial marXets 

Money supply 
The g<owth In the broadly defined """"'Y supply (M3) <Nfl( 

pe<iods of tweI.Ie months, v.ncn had roeased rapidy n 
the Frs! """'" months of 1994, receded moderalely 00'ng 
the rest of the third quarter of 1994. This rate rose from a 
relatively bw IeIIeI of 1,9 p.n:ent" JUy 1993 and 7,0 per 
cenl n Decerber 1993 to a hgl of 16,9 per cent n Juty 
1994 before I"Nng back to 14,3 per cent in Seplember. 
As a result of this relatively rapid rate of increase, the 
montt;y values of M3 " 1994 to dale exceeded mari<edIy 
the """" imit of the guideIi1e nrge of 6-9 per cent fO( the 
year. The seasonally adjusted val..e of M3 """",led 10 
R232 billion al the.ro of Seplember 1994, !tis bei1g 3.8 
per cent higher than the CO!1'eSpOf'dilg val..e of the """" 
limit of the gLideline range. 

The rapid growth in the money supply during 1994 
was related partly to the acceleration In the growth of 
expenditure on consumption, investment and inventory 
accumulation. This was to a large extent also brought 
about by an improvement in the cash flow 01 business 
enterprises as a result of a strengthening of company 
profits and of a running-down of govemmen1 deposits 
built up in 1993 with the monetary sector. Tne private 
sector's liquidity preference rose at the same time, inter 
alia on account of political uncertainties and expected 

Guidelines for growth in M3 

R ""'" 

22' 
220 

'" 
205 

200 

'" 
"" 
18' 

"" 

Guidelines for 1993 
Upper limit: 9% 
Lower limit: 6% 
Result: 5,6% 

9% 

9% 

Guidelines for 1994 
6% Upper limit: 9% 

Lower limit: 6% 

Base 01 g...oiooIrooo: Average b..I1h QUarler. 
SeasonaIy adjusted 

NDJ F MAM J JAS O N DJ FMAMJ J AS O ND 

"oo "'" , ... 

Table 8. Twelve-month growth rate in monetary 
aggregates 

Per cent 

MIA Ml M2 M3 

December 1993 ......... 16.6 6,7 3,9 7.0 
March 1994 ................ 25,7 19.4 13,6 12,3 
June 1994 .................. 25,1 28,2 17.4 15,0 
Ju~ 1994 .................... 28,2 32,7 19,5 16.9 
AugUSI 1994 ............... 24,4 26,7 19,6 15,1 
Seplember 1994 .. .. .... 28,8 26,1 18,5 14,3 

interest rate changes, and in anticipation of major 
adjustments h the share and 00nd markets. 

These factors not only caused an increase in total 
deposit hoki1gs, but also a de« prefererce for sI'o1 .. -lerm 
deposits with monetary nstitutiorn. As can be seen from 
r_ 8, the natrr1NIy defined """"'Y supply aggregates 
increased at a much more rapid rate thM M3. Despite 
some attractiv<e hte-est rates being offered on Iong·term 
deposits, ilves!(J(5' hoki1gs of !tis type of deposits have 
s/1c)IM1 a disti'IcI cbM1ward I'l'lOY9fl16n1. n absolute terms 
cI..rilg the Frs! nire months of 1994. 

The \lg:1er prefererce of the pliJale secto( fa depository 
hvestments was cMso reflected n a dedhe i1 the inccxne 
>flkJdty 01 M3. No!witI--.:i1g the reIatM3Iy >Mde rragins 
between banks' deposit ..-d lencfng rates (socIl rTlaIlJils 
uswIy bang ~ 10 cililtetTTl!ldiatim practices), the 
0:xJrre veIodty of M3 decreased by 3,8 per cent from the 
tmf q.at .. of 1993 to the tmf q.at .. of 1994. 

The main counterparts Qn a statistical or acx::ounting 
sense) of the R21.2 biMion increase in M3 in the first nine 
months of 1994 were an increase In the monetary 
institutions' claims on the private sector and In their net 
claims on the govemment sector. This was offset to 
some extent by a decrease in their net foreign assets and 
in their so-called "net othel' assets and liabilities-. 

Credit extension 
The rate of increase i1 total domestic credit extension by 
monetary institutions, which had surged from 9.6 per 
cent in December 1993 to 24,2 per cen1 in May 1994, 
contracted marginally to a still high 22.2 per cent in 
September 1994. The high rate of credit extension in the 
first nine months of 1994 was the resUt of a sharp rise in 
the credit extension to the non·bank private sector as 
well as in the monetary sector'S net claims on the 
govenvnent. The issuing of special gcMlIM1OI1t stock of 
R7.5 biIIon 10 lhe Reserve Bank, in partial redempt<>n by 
the government of the outstanding balance on the Gold 
and Foraign Exchange Conlingency Reserve Accounl " 
March 1994, distorted the increase in bank credit 
extension to the government; this stock issue caused a 
shift " the stalistical oounterpat1s of M3 from """'- " 
-net other assets and 1iabiIities- to changes in net claims 
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on the government sector without any funds actually 
flowing to the government. However. even jf this 
transaction is disregarded, there was still a sharp rise in 
the monetary institutions' net claims on the govemlTlElflt 
In the first nine months of 1994, due to a decline in 
goverM"611 deposits held with Ire bankir9 seclor. 

The tweIve·month rate of iraease in domestic cn:dt. 
extension ro the non·bank private sector by monetary 
institutions increased from 9.7 per cent In Decanber 
1993 10 15.3 per ceol in September 1994. Compared 
with other periods of economic rf3(XN8(lJ, credit extension 
to the private sector is following a more or less normal 
cyclical pattern, but it dki react fairly quickly to the uptum 
in economic actMty, The growth rates In credit extension 
were also well above the rates of consumer price 
inflation, irKIicating an increase in real credit extmsbn to 
the private sector. 

The continued high level of credit extension to the 
privale sector " It1e Ih<d quart ... of 1994 was maIrIt due 
to credit extended to the private business sector. 
Measured CNef a periOO of twelve months, the growth 
rate in credit extension to the private business sector 
il1Cfeased from 15,1 per cant in June 1994 to 18,3 per 
cent in September 1994. This continued high I8'Jel of 
credn extension not only reflected the uptum in ecooornic 
activity but also Ire W1creesed costs assodaled with It1e 
accumulation of inventories, In contrast to these 
developments, the rate of increase in bank credit 
extension to households CN8f periods of tvYeIve months 
receded from 14,6 per cent in June 1994 to 12,9 per 

Credtt extended by monetary institutions 
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cent in September, probably reflecting expected lower 
wage and salary increases and fears of future tax 
increases and interest rate hikes. 

An analysis by type of credit of the monetary 
institutions' claims on the domestiC private sector 
reveals that the R33,8 billion increase in total credit 
extension over the twelve months to September 1994 
was mainly due to increases of R15.5 b illion in 
mortgage advances. R5,4 billion in instalment sales 
credit and R9.5 billion in overdrafts and other loans and 
advances, 

1he rate of increase over tweNe months in mortgage 
advances remained at a level of about 17 per cent 
throughout the first nine months of 1994, despite the fact 
lhal Ire banks scaled down Ire active promotion of lhis 
type of credit extension sorn8'Nhat in the third quarter of 
1994 by announcing their unwiningness to include legal 
costs in the principal amount of the mortgage loan. 
However, It1e flexil>lity of some of Ire mortgage sche<res 
and the comparatively low interest rates charged on 
these advances. ensured their continued popularity with 
Ire public. 

Spec"·rale vehlcfe finance packages by banks, and 
rising car sales, contributed to the acceIefation In the rate 
of increase over a twelve· month period in instalment 
sales credit from 18,0 per cent in December 1993 to 
23.5 per cent in June 1994 and 24.7 per cent in 
September. The growth rate over twelve months in 
~ finar<:e, which had fncreesed somewhal from 6,B 
per cent in December '993 to 8,4 per cent in June 1994, 
declined to 5,9 per cent In September, The 
corresponding grOlNth rate in overdraft and other loans 
and advances showed a similar pattenl, increasing at first 
from 8,4 per cent in December 1993 to 13,4 per cent in 
July 1994 and then decreasing marginalty to 12,4 per 
cent in September. 

Interest rates and yields 
From February 1994 Interest rates and yields have 
continued to move upwards In South Africa over the 
whole maturity spectrum . Notwithstanding an 
increase of one percentage point to 13 per cent in 
Bank rate on 26 September 1994, the shape of the 
yield curve remained more or less unchanged in the 
subsequent month; the upward·sloping yield curve 
therefore remained steep for paper with a maturity 01 
one to slx years and relatively liat over the rest of the 
maturity range . This yield curve probably still 
indicates further expectations of upward adjustments 
In short-term interest rates and a rise in the inflation 
rate, 

After having hardened from February to May 1994, 
money market rates softened somewhat in the 
subsequent three months. This was clearty reflected in 
the rate on interbank call money, which rose from 9.5 
per cent at the end of February 1994 to 11 ,0 per cent at 
the end of May before falling again to 9.75 per cent at 
the end of August. Money market rates, however, 
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reacted immediately 10 the higher Bank rate and the rate 
on interbank call money rose 10 10,75 per cent at the 
end of September and to 11 ,0 per cent at the end of 
October. The other money market interest rates 
showed more or less similar changes CN9f this P3ri0d. 

Capital market yields also reacted Quite strongly to 
the increase in Bank rate. The yield on long· term 
government stock increased sharpty further from 16,32 
per cent just before the 8f'VlClUrlC9ITIt of the change in 
Bank rate to 16,74 per cent after the Increase: at the end 
of October 1994 this yield amounted to 16.7 per cent. 
The monthly average yield on long· term government 
stock in October 1994 was 4,7 percentage points higher 
than in January 1994. The strong upward pressure on 
domestic rong·bond rates in the first ten months of 1994 
was caused by factOfS such as uncertainties pertaining to 
political developments, concerns about the 
government's large financing needs and increasing 
domestic inflation fears. The real rates on long·term 
government stock (Le. nominal rates adjusted for the 
prevailing year-on·year inflation rate) rose accordingly, 
namely from 2.1 per cent in January 1994 to 6,5 per 
cent In June 1994, but then contracted sllgtltly to 6,1 per 
cent in September wrth the improvement in tre foreign 
reseNeS of the country. 

Following the increase in Bank rate, the banks' 
prime lending rate was raised by one percentage iXlil'll 
to 16.25 per cent from 26 September 1994. fJs a result 
of the accelefation in the rate of inflation. the real or 
inflation·adjusled prime lending rates of banks rose only 
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slightly from 5,4 per cent in August 1994 to 5,5 per cent 
in Seplember. Even afts( the increase in Bank rale. the 
current level of the real prime lending rate of the banks 
is considerably lower than the level of 7.7 per cent in 
April 1994. 

The twelve·month deposIt rate of banks was also 
adjusted upwards by one percentage point to 11.5 per 
cent In September 1994. Bidding more aggressively for 
longer· term deposits, some banks increased their 
twelv&month deposit rates further to between 12,0 and 
12,25 per cent in October 1994. Some banks also 
offered very favourable rates on five·year fixed deposits, 
increasing progressively to as much as 19,5 per cent 
during the final year of the deposit and averaging some 
15~ per cent per annum. 

Money market 
The relatively tight money market conditions that 
prevailed in the first six months of 1994 , eased 
considerably In the third Quarter. Accommodation at 
month ends contracted from A6.5 billion at the end of 
June 1994 to R3.3 billion at the end of August before 
"'<reasi'lg again to R3.9 billion at the end of September 
1994. In October the accommodation provided to the 
money market by the Reserve Bank rose further to R4,7 
binion at lhe end of the month. The average daily level of 
accommodation granted by the Reserve Bank initially 
also decreased considerably from a peak of R5.5 biUion 
In May 1994 to R2,5 billion in September. rising 
marg;naJ~ ag8If1 to A2,7 billion in October 1994. 
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Table 9. Money market conditions 
A millions 

Accommodation - beginning of perro ................................. . 
Change in: 
Notes and coin Oncrease -) ............................................. . 
Net foreign assets ....................................... ................ .. . . 
Government deposits with SAAB Qncrease -) ................ .. 
Net other assets of SAAS and CPD ... ............................. . 

Accommodation - end of period ......................................... . . 

I's srown" T_ 9, It-.. relativeo/ easier money marke1 
conditions sir<:e Ju~ 1994 were brough1 about many by 
an increase in the net foreign assets of the Aesave Bank. 
In the third Quarter of 1994 a decline in govemment 
deposits with the Rese<ve Bank also aided these easier 
conditions; in October 1994, however, govemment 
deposits with It-.. Rese<ve Bank rose sharply again. 

After having been generally neutral during the first 
seven months of 1994, the Resetve Bank's operations in 
It-.. money marke1 had a ret tighleri1g effect on iquidrty. 
In Augus1 1994 It-.. Rese<ve Bank _ special Treasury 
bills amcx..ntng to A1 billion to assist in the funding of the 
government deflc~ and to counter the easing effect of 
adjustmenls in It-.. asset portft>io of the Corporation for 
Public Deposits on money market conditions. The 
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1994 

1st qr 2nd qr 3rd qr October 

·5778 ·5314 ·6506 -3929 

· 1 341 41 ·369 -192 
124 ·378 3379 1494 

3416 -1435 1 415 ·2086 
-I 735 580 ·1 848 19 

·5314 ·6506 ·3929 -4694 

changes in the asset portft>io of the Corporation for Put>ic 
~s had a net easing effect of A1 ,5 billion in the third 
quarter of 1994. In Oct __ 1994 the Rese<ve Bank also 
entered into foreign exchange swaps with the private 
sector to the value of Al ,8 bilnon in order to drain liquidity 
from the money market. 

Bond marl<et 
Net I1eIN borrowing by the public sector in the primary 
bond rnarlret feD back signilicantly from R7,3 biion " . It-.. 
secord quarter of 1994 to R4,1 t>Uion " It-.. ttird quarter. 
This brought the new issues of public-sector stock to 
RllA billon" the first half of /isQj 1994195, compared 
with A26.7 billion in the corresponding period of the 
precedW1g year. 
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Activity In the secondary bond market remained 
very buoyant in Ihe Ihird quarter of 1994: the value of 
public-sector stock traded on the Johannesburg 
Siock Exchange rose sharply further from the already 
high level of R25Q billion in the second quarter of 1994 
to A295 billion in the third quarter. In Cetob« 1994 
trading activity decreased to R81 billion from an all­
time high of R115 billion in September 1994 because 
the yield on long-term government stock stabiised at 
substantially higher levels than at the beginning of the 
year and created uncertainty about likely future 
changes. The lively bond market conditions were due 
to a large extent to the active promotion of the market 
by the Reserve Bank, which entered into transactions 
on a large scale In government stock as well as 
government stock options to raise liquidity. 

Non-resk:Jents were net purchasers of public-sectOf' 
stock to the amount of Rl ,O bill ion in the first ten 
months of 1994 . .AJthough non-residenls' participation 
in the bond market is relatively low at about 1 per cent 
of the total value of gilts traded , they continued to have 
an important effect on price movements in the market. 

Equity market 
The demand for funds in the primary equity market 
remained low and new Issues of securities by listed 
private-sector companies were insignificant. Even though 
conditions remained favourable fOf' share-capital issues 
ttvougMut It1e frs! ten months 01 1994 (long-term rates 
firmed and share prices remained high and even 
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increased further), the value of rights issues of Ofdinary 
shares by I~ed companies _ sharply from _ 
_ n 1993. _ cooId to a large extenl be ascribed 
to tre wait-am-see attitude adopted by companies pOOr 
and subsequent to the election. Despite a rise in fixed 
investment, a number of companies still shelved capital 
projects and allowed their cash holdings to increase 
sharply. Hov.ever. i1dicatklns are that some companies 
began st;fting gear dumg tre last pa1 01 tre ttWd quarter 
01 1994 am tre begffing 01 It1e loorth quarter. A lew 
companies also broadened their actMties internationalty 
and raised capital on foreign markets by means of 
convertible Eurobond Issues denominated in dollar. 

In the secondary equity market the value of shares 
traded oolt1e Johamestx;g Stock Exchange remaned at 
a comparatively high level of R17.6 billion in the third 
quarter of 1994. v.!lch was crly slightly bwer Ihan It1e 81-
time record quarterly level of R2'Q,7 billion in the first 
quarter of 1994. This brought the increase in the market's 
turnover to 87 per cent for the first three quarters of 1994. 
compared with the same period of 1993. Despite a 
substantial rise in share prices, the increased activity 
caused the value of shares traded as a ratio of market 
capitalisation to increase from 6,3 per cent over the 
lv.<lI.e-rronth per'od to September 1993 10 9,0 per cent 
CNer tre tweive-monlh per'od to Seplernber 1994. 

Non-residents continued to be active participants in 
the secondary equity mar1<eI. In lenns 01 It1e lotal value 
of shares traded. non-residents' gross purchases of 
shares also increased from 18,5 per cent in the first 
quarter of 1992 to 31,4 per cent in the thro quarter of 
1994. Havvever. in the course of the first nine months of 
1994, their transactions changed from net purchases of 
shares of R2,2 billion in the first quarter to net sales of 
shares to amounts of Rl ,2 billion and RO,3 billion in the 
next two quarters. 

1l'e majOIiIy 01 inlemati<Jn1j portJoio nvestors regards 
South Afrca's equrty marl<et as being expe'lSive in rei""" 
to current growth prospects. The histClf"icajy high pf'ice­
earnings ratio and real interest rates, the law dMdend yield 
of only 2,18 per cent in October 1994, the loW level of 
iQuidity in tre equrty marl<et am the dual CUT&'lCY system 
are seen as major mpedlments to signjJica1t1y roeased 
levels of non-resident share investment in South Africa. 
HooNever, as shown in Table 10. the pric&eamings ratio of 
South African shares is still relativety low in comparison 
wilh those 01 the so-cal<>d eme<glng marl<ets. A further 
positive factor that may favour non-residE!nts. p!..Kchases 
of South African equities is that South Africa is now 
included in key global stock~market Indices and many 
international portfolios that are linked to these Indices 
have only a small or no exposure to South Mta1 eqUties 
at prese'1l 

In the fist nne mmths of , 994 share prt;e hcteasas n 
South Mica ouIpErlormed Ih:lse 0( most oJ tre emerging 
markets. The average share-price level in September 
1994 was no less than 52 per cent above that of 
September 1993 and no less than 91 per cent aboIIe the 
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Table 10. Price-earnings ratios on emerging 
markets 

Country 1992 1993 

Argenl"" ..................................... . 40,4 61,4 
Malaysia .................................... . 22,8 48,2 
Taiwan ........................ ................. . 22,9 39,7 
Singapore .................................... . 19,5 37,3 
Thailand ............ ....... .................... . 16,3 26,1 
Turkey ......................................... . 11,4 25,8 
HO<1g Kong ........................ .......... . 13,1 21 ,6 
Chile ... ..... ... .... .. ....... .... ...... .......... . 14,3 21,6 
Greece ......................................... . 8,7 20,1 
Mexico ..... ... ............................. .... . 13,5 18,8 
Soulh Korea ................................ . 10,8 16,0 
Soulh Africa ................ ................. . 12,9 14,8 
Brazil ........................................... . 8,5 9,2 

lowe< lLoring·poi1t ;n October 1992. Ths sharp cp.vatd 
movement in share prices was underpinned by the 
~ performance of goId-mring and mnng-mardal 
slues. However, the 1u11-aboul n the gold ~ and the 
roeas;ng crcertainty about the 0lJtl00k for the b::aI eqt.ity 
market ard tre ext9lt of the ecxnYnic rect:NEry in South 
Africa led 10 a oorrection of 2,5 per oant n the average ~ 
i1dex of aI classes of staas n October 1994. 

Other financial markets 
Mer reaching an all-time high of 1.2 million contracts in 
the first quarter of 1994, turnover in the fQf'Tllal derivative 
market for equity futures feil back SClfl'le'oMiat to 0.9 million 

Futures exchange transactions: non-resident 
participation 
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and 1 ,0 million contracts in the ensuing two quarters. 
Trade in futures contracts in share indices was stimulated 
in the months leading up to October 1994 by the 
fluctuating gold price. uncertainty regarding political 
developments and increased involvement of non­
residents. Non-residents' participation in the formal 
market increased from 11 per cent of open interest in 
Jar<Jary 1994 to 16 percent" Sepl....-1994. 

Equity futures contracts continued to dominate trade 
on the Sou1h African Futures Exchange throughout the 
first ten months of 1994 and there was little evidence of 
any significant shift from equity futures contracts to 
contracts based on other underlying Instruments such as 
fixed-interest securities. The number of options on index 
futuras contracts in the first ten months of 1994 was 178 
per cent above ns _ ., the correspondng period of the 
preceding year. However. the year-on-year rate of 
increase in both futures and options traded on the South 
African Futures Exchange showed a distinct downward 
movement in the course of 1994 to a still high level in 
October 1994. 

As already indicated, the financing of the mortgage 
marker remained at high levels in the first nine months of 
1994. Greater optimism and confidence in South Africa's 
future after the peaceful political transition led to a hi!;tler 
demand for both residential and commercial property. 
The value of real estate transacrons, whidl had moved 
sideways in the second quarter of 1994, increased 
sharply by 16,9 per cent to R8,3 billion in the third 
quarter. 

Real estate transactions 
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Average residential property prices started to firm 
significant~ towards the end of the second quart" and 
rose sharpty in the third quarter. The average price of aU 
property transactions in the third quarter was also 19,8 
per cent higher than a year earlier. These price increases 
were favourably influenced by Increased affordability. 
because the mortgage rate in the third quarter of 1994 
was still about 0,4 percentage points lower than in the 
corresponding quarter of 1993. HDWeV6(, soon after the 
increase in Bank rate, the banks announced that their 
predominant mortgage 00nd rate was to be increased by 
1,0 percernage point to 16,25 per cent from 1 October 
1994 for new home loans and from 28 October to 1 
November 1994 t()( existing home loans, 

Public finance 

Publlc·sector borrowing requirement 
The public-sector borrowing requirement O.e. the deficit 
before borrowing and debt repayment of the 
consolidated Central Government, provincial 
governments, local authorities and the non-financial 
government ElC1terpfises and public corporations) declined 
from R9,7 billion In the firm quarter of the fiscal year O,e, 
the second quarter of the calendar year) to R3.9 billion in 
the second quarter of fiscal 1994/95. This brought the 
total public-sect()( tx>rrowing requirement to A13,6 billion 
in the first six months of fiscal 1994195, ()( to 6.3 per cent 
of gross domestic product. In the corresponding period 
of fiscal 1993/ 94 the public-sector borrowing 
requirement amounted to A14, 1 billion ()( 7,3 per cent of 
gross domestic product. 

The I:lOfrowing requirement of the non-financial public 
corporaYons turned around from a small deficit of R66 
million in the first half of fiscal 1993/94 to a surplus of 
A226 million in the first half of fisca/1994195, The deficit 
of general government also contracted from A14. 1 billion 
to R13,8 billion over the same period. J:t.s indicated in 
Tab .. 11 , on~ the extra-budgetar; institutions, pr""nciaJ 
governments and IocaJ governments contributed to the 
lowe!' t:x::>rro'Ning requirement of general gClVef1Yneflt. 

The improvement in general government's finances in 
the first half of fiscal 1994195 could be attributed to the 
fact that the year-an-year rate of increase in general 
government revenue at 18,0 per cent exceeded the rate 
of increase of 14,0 per cent in general government 
expenditure. As a ratio of gross domestic product. 
general government expenditure nevertheless rose from 
36,7 pelf cent In the first half of fiscaJ 1993/94 to 37,3 per 
cent in the first half of fiscal 1994/95. 

Public-sector borrowing requirement as 
percentage 01 gross domestic product 
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Table 11 . Borrowing requirement of general 
government 

A millions 

Main Budge!... .. , .. .. , ... ..... ... . ,. , .. . 
Extra-budgetary institutions ... .. . 
Social security .................. ....... . 
Central govemment.. .......... ... . 
Provincial government ....... ..... .. 
Local govemment "".,. " ,.,. ,." ,.,. 
General govemment .............. . 

Exchequer account 

First half First half 
of fiscal of fiscal 
1993/94 1994/95 

· 14509 
·944 

·42 
· 15495 

1664 
·230 

·14061 

· 15194 
·56 
·53 

·15303 
1684 
·170 

·13789 

From the information for the first seven months of fiscal 
1994/95 it seems as if the government will be able to 
achieve its objective of reducing the deficit before 
borrowing and debt repayment as envisaged in the 
Budget Bolh Exchequer issues and Exchequer rece;pls, 
however, increased more rapidly than foreseen in the 
June 1994 Budget, 

The year-an-year rate of increase in Exchequer issues 
to government departments (adjusted to reflect cash 
flows) in the first seven months of fiscal 1994/95 
amounted to 12,3 per cent. which was ml£h higher than 
1he budgetary provision 0110,2 per cenl fOf lhe year as a 
whole, This rate of increase was, however, 'N9I1 below 
the corresponding average rate of increase of 17.4 per 
cent in the first seven months of the preceding five fiscal 
years. k3 a ratio of 9rOSS domestic proouct. Exchequer 
issues to government departments In the first ha.1 of fiscal 
1994/951N9re equal to 32,4 per cent, which was higher 
1han 1he 31 ,5 per canlin 1he cooesponding period of the 
preceding fiscaJ year, Moreover, this already higl _ of 
expenditure does not include planned government 
expenditure of R2,5 billion from the Reconstruction and 
Development Fund, of which R1,9 billion has already 
been ai_led but not yet spent 

Exchequer receipts (excluding proceeds from 
privatisation) in the first seven months of fiscal 1994/95 
were 16,6 per cent above the level in the first seven 
months of 1993194, against a budgeted increa...c.e of only 
12,9 per cent for the fiscal year as a whole and an 
average rate of increase of 14,3 per cenl for the 
oorrBSJX)nding pefiod in the prececling five fiscal years, 
/J.s a ratio of gross domestic proouct, Exchequer receipts 
rose from 23,6 per cent in the first half of fiscal 1993194 
to 25,4 per cent in 1he first half of fiscaJ 1994195. 

The higher-than-budgeted rate of increase in 
government revenue could be attributed to sharp 
Increases in inland revenue as well as in the recapts from 
customs and excise duties. Inland revenue perlormed 
better than envisaged in the Budget because of a 
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sharper rise in nominal personal income than that 
included in the budgeted estimates. The year-an-year 
rate of increase of 7,0 per cent in customs and excise 
duties in the first seven months of fiscal 1994/ 95, 
compared with a budgeted increase of only 2,6 per cent 
for the fiscal year as a whole. was due to the income 
arising from a substantial increase In the value of 
merchandise imports, and which more than offset the 
loss in revenue from the abolition of the import surcharge 
on all capital and intermediate goods from 23 June 1994. 

The net result of these changes in income and 
expenditure was a deficit of R15 ,6 billion on the 
Exchequer account before borrowing and debt 
repayment in the first seven morrths of fiscal 1994/95. k3 
a ratio of gross domestic proo\JCt, the deficit came to 7.0 
per """lin lhe first half of fiscal 1994195: fOf 1he full fiscal 
year a ratio of 6,6 per cent had been foreseen and in the 
corT9SJXlOding peOocI of the preceding year a ratio of 7.8 
per cent had been registered. The deflCh for the first 
seven months of fiscal 1994/95 amounted to 53,5 per 
cent of the budgeted defiCit for the year as a whole, 



Table 12. Financing of Exchequer deficit in the 
first half of fiscal 1994/95 

Government stock: 
Public Investment Commissioners ... ... " .. 
Monetary institutions ........ ........... ..... .... .. . 
Non-monetary private sector ... ..... ......... . 
Foreign sector ...................................... .. . 
Discount , .. ,., .... , .. " ... , .. .. , ..........•... ...... ... .. 
Total ... .... .......... , ...... .. ............. .... ..... .... . . 

Treasury bills ....... ........ .......................... ... ... . 
Foreign loans ...................... ....... ... .. ..... .... ... . 
Non-marketable securities ... ... .... .. .............. .. 
Money market Instruments .................. ....... .. 
Decrease in available cash balances .......... .. 
Total net financing ......... .... ...... ............. ... .. 

A millions 

10105 
3076 
8 121 

-10 
-7395 
13897 

401 
-83 

-860 
2 

1763 
15121 

'Nhich was atso considerably lower than the average ratio 
of 63 ,9 per cent for the corresponding period in the 
preceding fwe fiscal years. 

As shown in Table 12. the defICit for the first half of 
fiscal 1994/95. and the very large discount on 
government stock of R7.4 billion, were financed primarily 
by the issue of long-term government stock. Most of this 
government stock was again taken up by the Public 
Investment Commissioners and the non-monetary private 
sector. OMng to the fact that the government is issuing 
stock with a substantially lower coupon rate than the 
ruling market interest rate, the discount on government 
stock increased from 6,5 per cent of the value of totat 
stock issues In fiscal 1993194 to 34,7 per cent in the first 
hatf of fiscat 1994/95. I-Iowever, if the government had 
Issued government stock at about the ruling market 
interest rate, it would have placed additional pressure on 
the government's short-term cash flow through higher 
interest payments: these interest payments have atready 
accounted for 15,7 per cent of government expenditure 
in the first half of fiscat 1994195, 

The high discount, however, has the disadvantage 
that more stock has to be issued to satisfy the financing 
requirement of the govemment. which, of course, leads 
to an even sharper increase in government debt. The 
discount. together with the deficit, was therefore 
responsible for an increase in government debt from 
A192,1 bitlion or 48,6 per cent of gross domestic 
product at the end of March 1994 10 R228,4 billion or 
54,6 per cent of gross domestic product at the end of 
September 1994. 

In an effort to avoid increasing Ihe pressure of the 
high cost of debt servicing on the government's finances 
and at the same time to satisfy institutional investOfS' 
preferences for a capitat market instrument with money 
market qualities, a new variable-rate stock was 
introduced in October 1994. This stock has a maturity of 
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four years and a coupon rate that Is determined quarterty 
by the ruling Treasury bill tend9f rate plus a premium. On 
10 November 1994, approximately R 1.9 billion had 
already been raised by means of this new debt 
instrument. More than half of this financing, however, 
was provided by 1he banks. 
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