
Quarterly economic review 

Introduction 

The exceptional circumstances that prevailed in South 
Africa during the first half of 1994 affected most 
economic actMties and caused the economic recovery to 
falter somewhat. Small positive growth rates were 
nevertheless still recorded in the output of the non
agricultural sectors in the fi rst and second Quarter of 
1994 - a remarkable achievement in a country 
undergoing a major political transition with concomitant 
great uncertainty about the outcome of political 
developments and continued labour unrest. As it 
became evident that this transformation would be 
achieved in a peaceful manner, a more positive economic 
climate developed, but with the recovery still being held 
back by Increased friction between employees and 
employers in wage negotiations. 

Agricultural conditions also continued to play a major 
role in the determination of overall output. After having 
increased substantially in 1 993, agricultural output 
fluctuated around this higher level in the first and second 
Quart8f of 1994; these favourable agricultural conditions 
contributed to a higher total output level. Most of the 
other main economic sectors. with the notable 
exceptions of mining and manufacturing, had a hand in 
the increase in total output in the second Quart8f of 1994. 
but the real value added by these sectors increased more 
mcx:Ierately. This sIow8f grOlNth was largely the result of 
uncertainty regarding political developments. A decline in 
the number of work days. and Increases In work 
stoppages and strikes also had an adverse effect on 
manufacturing output and on the throughput of ore by 
the gold mines. The decline in gold production could 
furthermore be ascribed to the mining of ore with a lower 
gold content owing to the rise in the gold price. 

All the main expenditure components increased in the 
first and second Quarter of 1 994 and accordingly 
aggregate real gross domestic expenditure rose further. 
but at a more subdued pace. A sharper increase in real 
personal disposable income was mainly responsible for 
an accelerated grOlNth in real durable and non-durable 
consumption expenditure by households . Real 
consumption expenditure by general government 
continued to rise strongly, owing mainly to spending by 
extra-budgetary institutions, including the former TBVC 
COUntries and self-goveming states. 

More Important , the increase in real gross domestic 
capital formation (which had started from the second 
Quarter of 1993) continued in the second Quarter of 1994 
and fixed investment rose more 'rapidly than in the 
second half of 1993. Although the capital expenditure on 
a few important projects was largely responsible for the 

revival in fixed investment. Increases in real capital outlays 
were evident throughout the economy. Factors such as 
the rise in agricultural income, the replacement of ageing 
equipment, the expansion of production capacity in 
certain sectors and the development of some ne'N mines 
led to higher capital investment in the private sector and 
by public corporations. Enterprises also continued to 
build up inventories to somewhat higher levels in the 
second quart8f of 1994, 

The exceptional circumstances that existed before 
and irnmediatety after the April election, and a slowdown 
in export growth, also brought about more moderate 
growth in gross operating surpluses. This development. 
together with higher dividend and int8fest payments as 
well as ~ tax liabilities. led to a decline in the net saving 
of the corporate sector. Unchanged levels of personal 
savings and a decline in the net dissaving by general 
govemrnent, holNeV6f. caused the domestic savings ratio 
to rise marginally in the second quarter of 1994. 

Up to the end of 1993 (latest information made 
available by the Central Statistical SeNice). the (et:::;(NBf'y 

in economic activity was unable to reverse the dcr.vnward 
movement in total employment. Labour costs finally 
began to react to the law level of economic actMty and at 
least no further if"ICfeases were registered in the average 
annual real remuneration per wOl'ker in 1993. Moreover. 
the recovery in economic activity. the reduction in 
employment and a lower incidence of labour unrest 
brought about a Sharp growth in labour productMty and 
a decline in real unit labour costs. 

Unsettled conditions during the period of political 
transition, however, also had an adverse effect on the 
export volumes of manufactured goods. Despite a 
strong8f international demand and a substantial increase 
in the exports of mining and agricultural products, the 
total volume of exports performed relatively poorly in the 
first and second Quarter of 1994 . At the same time. 
factors such as South Africa's high marginal propensity 
to import, the replacement of outdated and obsolete 
equipment, a rise in fixed investment and an 
accumulation of Inventories. resulted in a sharp increase 
in the volume of imports. The large current account 
surplus (seasonalty adjusted and annuaJised) of 1993 was 
accordingly cut by more than one half in the first six 
months of 1994. 

A much more moderate capital outflow was, 
however, also r9CQ(ded in this period largety because of 
an improvement in short-term capital movements. Fairty 
tight conditions in the domestic money market 
encouraged private banking institutions to supplement 
short-term funds by borrowing woad. The outflow of 
long-term capital. on the other hand. remained at a high 
level. From the second half of May the total net capital 
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outflow contracted considerably, leading to a sharp 
increase in the net gold and other foreign reserves of the 
Reserve Bank. The level of the gross foreign reserves 
was, however, still relatively low and equivalent to 
approximately only five weeks' imports of goods and 
se<Vices. 

/ls a result of the deterioration in the overal balance 
of payments position, the nominal and real effective 
exchange rates of the rand decreased sharply further. 
This created considerable inflationary pressures: 
production prices. in particular, rose sharply 'n the 
second quarter of 1994. Othef factors also threatened to 
reverse the success achieved in bringing the inflation rate 
ckJv.In. The more ImjXll1:anl of these inckJde increases in 
the pcices of food, upward pressure on wages and higher 
intemational crude oil prices. Scepticism about fiscal 
discipline may also have contributed to a deterioration of 
inflation expectations. 

The rate of Increase in all the monetary aggregates 
accelerated in the first seven months of 1994 . This 
acceleration was related to the Increase in economic 
activity, an improvement in the cash flows of business 
entBfPrises and an increase in the liquidity pref9fence of 
the private sector. Despite the relatively wide margin 
between banks' deposit and lending rates, which is 
usually conducive to disintermediation practices. the 
income velocity of money declined in the first and second 
Quarter of 1994. 

The growth in total domestic credit extension also 
accelerated significantly during the first half of 1994. 
because of a sharp increase in the monetary sector's 
credit extension to the private and public sector. Public
sector stock was taken up by the monetary institutions 
and the deposits of the central government. 01 which 
large amounts had been accumulated in the first half of 
1993, were used to finance government expenditure, 
The financing of instalment sales and mortgage advances 
was responsible for nearty 90 per cent of the irY.:rea5e in 
the monetary institutions' credit extension to the private 
sector. 

The drain on the foreign reserves , fears that 
government finance might get out of hand, higher inflation 
expectatk>ns and tight money market conditions, caused 
a sharp reversal in interest rate movements from the 
beginn ing of 1994. After having declined fairly 
consistently during 1992 and 1993. interest rates moved 
upwards from February 1994. Long-term rates 
increased rTlOfe sharply than short-term rates, with the 
result that the yield curve became much steep8(, 

In the financial markets, the monetary authority 
allowed the market to reflect underlying supply and 
demand conditions, The money market accordingly 
became very tight in the first six months of 1994 and only 
began to ease in July and August 1994 ......nan the overall 
balance of payments position improved and a part of the 
large agricultural crop was financed by the Land Bank 
from funds obtained from the Corporation for Public 
Deposits. Activity in the secondary bond and equity 
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markets, as well as in the market lor derivatives , 
remained very buoyant throughout the first 819ht months 
of 1994. New record levels in share prices were 
recorded in August. while the dividend and earnings 
yiEjds decreased to low Iev';s. 

In the primary capital market the high and rising share 
prices, a shortage of scrip. and the firming of long-term 
interest rates, favoured share capital issues in the second 
quarter of 1994. The demand for new funds in the 
private sector. however, rernained low and the value of 
Il8\AI share issues decreased. In the primary bond market 
the public sector's net borrowing from the private sector 
dropped sharply. However, purchases by the Public 
Investment Commissioners and other public entities 
caused a substantial proportion of the borrowing 
rBCluirement of the government to be financed by means 
of bond issues in the first four months of the fiscal year. 

The government also made considerable use of 
shorter-term paper at lower interest rates to finance its 
deficit in the first four months of fiscal 1994/95. The 
deficit in this pericx1 6Cjualled just less than one third of 
the budgeted deficit for the fun fiscal year. Even after 
taking seasonal factors into consideration , the 
government's net financial position in the first four months 
of fiscal 1994/ 95 was more or less in line with the 
situation planned in the Budget. This was achieved 
despite the fact that the year-on-yea.r rate of increase In 
Exchequer issues was considerably higher than the 
budgeted increase for the full year, owing to the large 
cost of the political transition financed In this period. 
Government revenue, however, also performed much 
better than envisaged in the Budget for fiscal 1994/95 as 
a whole. Nearly all the main categories of government 
revenue increased at higher rates than pmtected in the 
Budget. 



Domestic economic developments 

Domestic output 
The recovery in economic activity, which had been 
interrupted briefly in the first quarter of 1994 owing to 
special circumstances, advanced further in the secood 
quarter but at a much more subdued pace, Having 
declined at a seasonally adjusted and annualised rate of 
3~ per cent from the fourth quarter of 1993 to the first 
quarter of 1994, real gross domestic prcxJuct rose again 
at an annualised rate of approximately 2 per cent in the 
second quarter of 1994. This growth rate may be 
compared with positive annualised quarter-to-quarter 
grQlNlh rates that had varied between 2 ~ and 7 per cent 
in 1993. Despite the setback in the first quarter of 1994, 
aggregate real output in the first half of 1994 was stili 
about 3 per cent higher than in the first half of 1993. 

A sectoral analysis shows that these movements in 
total real output were heavily influenced by agricuftural 
conditions. Following a decline in the first quarter of 
1994, agricultural output rose at an annualised rate of 
11 ~ per cent in the second quarter because of the 
harvesting of more than 50 per cent of the expected 
maize crop of 12,1 million tons. 

In the non-agricultural sectors of the economy the 
growth in real procluction slowed down from an al/efage 
annualised rate of 2 per cent in the second half of 1993 
to only ~ per cent in the first quarter of 1994, before ~ 
acceIefated slightly to 1 per cent in the second quarter. 
The improvement in real value added by the non
agricultural sectors in the second quarter of 1994 could 
be ascribed mainly to an increase in the real output of the 
tertiary sectors, the sector supplying electricity, gas ard 
water and the construction industry. The physical 
volume of production by mining and manufacturing 
enterprises continued, however, to recede. 

In the first two quarters of 1994 the total real output of 
the mining sector oontracted at annualised rates of 3 and 
4~ per cent; in 1993 ~ had risen by more than 2 per 
cent. These declines in mining output wete the result of 
a sharp decrease in gold-mining production on account 

Real gross domestic product 
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of a drop in the throughput of Ofe and a small decline in 
the gold content of ore milled. Higher gold prices led to 
the mining of lower-quality ore, lNilile production was also 
affected by unplanned holidays, strikes and other Iabour
related problems. Owing largely to an increased foreign 
demand, the production of other mining products 
continued to increase in the first half of 1994. 

Current estimates suggest that the real output by the 
manufacturing Industry contracted at annuaUsed rates of 

Table 1. Percentage changes in real value added by non-agricultural sectors 

1993 1994 

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

Mining ........................................................ ,..... 5~ 2~ -~ 2~ -3 -4 ~ 

Manufacturing.................. .................. ............... 1l'l! 0 5 ~ -1 - ~ 

Electricity, gas and water .................................. 7 6 7 5 2~ 2 
Construction ............ , .............. ,........................ . -7i!i -6 0 ~ 1 ~ 

,. 
Tertiary sector ........... ....................................... . -~ 1 ~ 2 1 ~ 2~ 

Total non-agricultural sectors .... ......... ......... .. 1 ~ 0 2~ 1 ~ ~ 1 

3 



neaJ1y 1 per cent i1 the first quarter 01 1994 and ~ per 
cent in the second quarter. The disapPointing 
performance of the manufacturing sector reflected the 
negative influence of a reduction in the nl.JfTlber of INOfk 
days and a rise in 'NOI'k stoppages on PfodLdion. The 
number of days lost to strikes increased towards the end 
of the second Quarter as labour unions came with 
demands for wage increases during wage negotiations 
lhat had -.. postponed ealfier on account of the Apri 
elections. Some SUbsectOfS of manufacturing. such as 
chemicals, base metals ancl paper products, oenefited 
from the increase in foreign demand and their real value 
added rose noticeably in the first half of 1994. 

In the other secondaty sectors, the real value added 
by the sector supp¥ng electrbty. gas and water rose at 
annuaJised quarter-to-quarter rates of 2:6 and 2 per cent 
in the first two quarters of , 994 because of an i'lCl'eaSeCl 
demand arising from the electrification of lower-income 
residential areas. The real output of the construction 
sector began to recover towards the end of 1993 and 
gJ13\Al al an annualised rate of 1 ~ per cent in both the first 
and second quarter of 1994. The Increased oonstruction 
activity reflected a higher demand lor residential WldWlgs 
and a general wease ., fixed investment. 

The tertiary sectors contil"kJed to grow at a moderate 
rate. In the first half of 1994 the rate of increase In the 
real value added by the tertiary sectors accelerated from 
an annualised level of 1 ~ per cent in the first quarter of 
1994 to 2~ per cent in the second quarter. This 
improvement was broadly based and most c learly 
noticeable in commerce, transportation and financial 
seMces. In the commercial sector the real value added 
by wholesale trade rose significantly in the first half of 
1994, but the growth in motor and retail trade remalned 
subdued. Rising business and consumer confidence 
lolowing the ootcome of the April elections. ard steps by 
vehicle manufacturers to expand production C01tributed 
to an rnprovement in the real value added by the motor 
trade towards the end of the second quarter. The 
growth in the output of transportation, storage and 
communication was positively affected by a rise in the 
vc>ume of l0r9gn trade. the handling of higher agricu~uraJ 
outPut volumes, and further increases in oomestic 

demand. As In 1993, the demand for financial services 
remained high in the first half of 1994 because of 
generally booyant conditions in financial markets. 

Domestic expenditure 
Aggregate real gross domestic expenditure, which had 
increased strongly at annualised rates 01 10~ and 7 per 
cent in the last two quarters of 1993. rose at more 
moderate but st~1 high rates of 3~ and 5 pel'" cent in the 
first two quarters of 1994. The further increase in real 
domestic expenditure in the first half of 1994 was the 

Real gross domestic expenditure 
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Table 2. Percentage changes in consumption expenditure by main category 

1993 1994 

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

Durable. .... ...................................................... .. 1 2 4 3 4 
Semi-durable..... .. .... ...... ............... .................... 0 ~ 1 ~ 3 3 3 
Non-durable...... ............................... ................. 1 ~ 2 2~ 2~ ~ 2 
Services ............................................................ 1 ~ ~ 2 2 1 ~ 

Total... .... ........ .............. ........ .... ..... .......... ..... .... 1 1 ~ 1% 2% 1% 2% 
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combined result of increases in the real outlays on 
consumption experditura ard capital lonnation. 

Real outlays on private ronsumption experditure rose 
at an annualised rate of 2~ per cent in the second 
quarter, following an increase of 1 U PElf cent in the first 
quarter of 1994. This acceleration corresponded to a 
sharper increase in real personal disposable income and 
was evident in expenditure on durable and non-dlXabie 
goods. The spending categories which benefited korn 
the increase in real outlays by households were durable 
goods, recreational and entertainment goods, clothing 
and footwear. and food , beverages and tobacco. 
Notwithstanding this improvement in consumer 
spending, real private consumption expenditure per head 
of the population in the first half of 1994 was still almost 9 
per cent tower than the recent high reached " the thrd 
quarter of 1990. 

Real consumption expenditure by general 
government. which had increased at high annualised 
quarter-ter-quarter rates of 4U and 6 per cent in the last 
two quarters of 1993, rose further at annuaIised rates of 
9 ard 3~ per cent" the fust two quart .... 011994. This 
sharp rise " the real outlays 00 OOOSU11ption by ~ 
govemrTl91t was brought about by a small increase in the 

Main components of real gross domestic 
expendtture 
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remuneratIOn of employees at constant prices and much 
hIgher real expenditure on intermediate goods and 
services. The laHar nse stenvned from an expansion In 

spending by several departments ard """lOS. particularly 
the extra-budgetary institutions. including the former 
rave countries and self-governing states. 

The increase that had started in real gross domestic 
fixed investment from the second quarter of 1993, 
continued in the second quarter of 1994. Real outlays on 
fixed capital formation recovered markedly from the 
trough in the first quarter of '993 up to the second 
quarter of 1994 and the annualised percentage Increase 
over this period amounted to 3~ per cent. Moreover. 
current estimates indicate that the increase in total real 
gross domestic fIXed investment rose sharply from an 
upYmdty revised annuaJised rate of 5U per cent in the 
first quarter of , 994 to nearty 7 PElf cent in the second 
quarter, This increase was the net result of an expansion 
in real expMditure on capital goods by the privale sector 
and public corporations, which more than offset a further 
dectine in real capital formation by public authorities. 

As indicated in the AmJaJ Economic Report for 1994, 
the capital expenditure on a few major projects was 
mainly responsible for the revival In fixed m'8Stment of 
the private sector. The increase in real capital outlays in 
the second quarter of 1994, however. occurred 
throughout the oconomy. A marked improvement in 
agricultural income led to a sharp rise in fixed investment 
In this sector. Real fixed investment expooditure by the 
mning sector alSO oootinued to rise rapid~ , because 01 

Real gross domestic fixed investment 
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the need to replace some ageing equipment , the 
expansion of p.-OOuction capacity for certain baSe metals 
and minerals, and on-going expenditure on the 
~ of new mones. OUtlays on maclineoy and 
electrical equipment also caused rises !n the fixed 
investment of manufacturing. financial Institutions and the 
construction sector. 

The growth in the r~ fixed capitiO formation by public 
corporations in the first two quarters of 1994 surged 
ahead at annuaUsed rates of 36~ per cent and 17 per 
cent. This stemmed from positive growth In the 
Investment expenditure of almost aM the subsectOf'S, but 
was particularly prominent in the infra structural 
developments undertaken by the sectors supplying 
electricity and telecommunication serVices, The 
contraction in fixed If'lIIeStment by public authorities was 
discernible in real investment expenditure by the central 
government and provincial administrations, which more 
than offset increases in fixed investment by local 
authorities and business enterprises of general 
government. 

The inventory build-up , which had started in the 
second han of 1993, contiroed in the first six months of 
1994, Stock accumulation took place mainly in 
agricultural stocks-in-trade because of lhe higha' grain 
crops, in the mining industry, the sector supplying 
electricity, gas and water and commerce. Destocking in 
the manufacturing sector was responsible for a further 
contraction in the ratio of industrial and commercial 
inventories to gross domestic product from an already 
\ovoI16~ per cent in 1993 to 16 per cent in the second 
quarter of 1994. 

Factor income and saving 
Growth in aggregate nominal factor income at market 
prices slowed cJoo..vn from increases, measured 0\IeI' four 
quarters, of 14 and 12~ per cent ., the last two quarters 
of 1993 to 12M per cent in the first quarter of 1994 and 
, , ~ per cent in the second quarter . The continued 
decline in the year-on-year rate 01 increase in nominal 
factor income was due to lower growth in gross 
operating surpluses as well as aggregate labour 
remuneration. The exceptional CIrcumstances that 
eXIsted before and immediately after the April elections 
and the slowdown in export growth brought the rate of 
increase in gross operating surpluses down from 12~ per 
cent in 1993 to a year-en-year level of only 'O~ per cent 
in the first half 011994, The rate 01 increase in agg-egate 
remuneration 01 employees also declined from 11 ~ per 
cent in 1993 to 9~ per cent in the first half 01 1994 
<XJIT'!l8fed wilh the cooespooding period of 1993. 

After having decreased from 18 per cent in the 
second quarter of 1993 to 16~ per cent in the first 
quarter of 1994, the ratio of gross domestic saving to 
gross domestic product rose slightly again in the second 
quarter, This small improvement in the savings ratio 
could be attributed mainly to a decline in the net 
dissaving by general government. which outweighed a 
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small decrease in net saving by the private sector. Owing 
largely to higher income from direct and [ndlrect tax 
SOIXces and reduced transfer payments to households, 
the increase in general government's current income was 
proport ionally larger than the increase in current 
spending. 

The decline in nel saving by the private sector was 
caused by lower net saving of the corporate sector 
because of highef dividend and interest payments as well 
as higher tax habirties. Net personal saving n the second 
quarter of 1994 rem8lned more Of' less at the level of the 
preceding quarter and the ratio of personal saving to 
personal disposable income maintaIned jts recent 
average rate of approximately 4l1l per cent. This was 
~ightly kJwer than the personal savings ratio 01 5 per cent 
in the first hall of 1993, but more or less in Ina with the 
average ratio b calendar 1993, 

Employment 
The recovery in economic actMty has not yet succeeded 
in reversing the downward movement in total 
employment in the fXlfl-agricultural formal sectOf'S of the 
economy. Total employment in the non-agricultural 
economic sectors declined uninterruptedly from the 
second quarter of 1990 up to the fourth quarter of 1993 
(the latest InformC\tion made available by the Central 
Statistical Service). Moreover, the rate of decrease In 
non-agricultural employment accelerated significantly 
from 0,6 per cent in 1989 to 2.5 per cent in 1993. 
J-k>v.Iever, the economic rerxNery has been able to sbN 
down the rate of decrease in total employment. The 
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quarter- to-quarter rate of decrease in employment 
abated markedly from a seasonally adjusted and 
annualised rate of 4,8 per cent in the second quarter of 
1993 to only 1,6 per cent In the fourth quarter. 

The quarter-to-quarter rate of decline n employment 
In the non-agricultural private sector also decelerated 
from a recent high seasonally adjusted and annualised 
rate of 3,3 per cent in the seoond quarter of 1993 to 1,7 
per cent in the third quarter. before accelefating again to 
3,0 per cent in the fourth quarter, This brought the rate 
of decline in calendar 1993 to 2,5 per cent: in 1991 and 
in 1992 slightly larger decreases of 3,6 and 3,' pel"" cent 
respect;vety, had been recorded. 

In contrast to the dedine In employment by the private 
sector, employment by public authorities continued to 
wease n the period from 1990 to 1992. Only t""",ds 
the end of 1992 did the rate of Increase in employment by 
public au thorities start to decline and In 1 993 the 
workforce of public authorities was reduced by 2,5 per 
cent. HQIN8V9r, in the second half of 1993 employment 
by public authorities rose again slightly, followed by a 
further decrease at a seasonally adjusted and anroa1lsed 
rate of 1,6 per cent in the first quarter of 1994. 

The seasonally adjusted total number of registered 
unemployed workers reflected the significant 

reducllOns In total employment opportunities In the 
formal non-agricultural sectors of the economy and 
increased by 16,2 per cent In 1992 and by 8,8 per 
cent In 1993. However, after reaching a high point of 
336 000 In September 1 993, the tala I number of 
registered unemployed workers declined to 239 000 
In May 1994. 

labour costs and productivity 
In spite of high unemployment, the (ate of increase In 
the nominal labour remuneration per worker declined 
only moderately from a peak of 18,3 per cent in 1989 
to 15,4 per cenl In 1992. Only at the end of the 
recession did the rate of increase in nominal wages per 
worker come down more markedly to 10,6 per cent in 
1993. The year-an-year rate of increase in the nominal 
wage per work9f' in the non-agricultural sectors also 
declined from a high point of 16.3 per cent In the 
second quarter of 1992 to only 9,2 per cent in the 
fourth quarter of 1993. 

This downward trend in nomll1B1 wage Increases was 
evident in the wages of workefs in the private sector as 
well as those employed by public authorities. but the rate 
of Increase in the wages of public-authority employees 
slowed down much more markedly. The year-an-year 
rate of Increase In nominal remuneration per worker 
employed by publIC authorities declined from 18,7 per 
cent In the fourth quarta'" of 1991 to only 5,4 per cent in 
the fourth quarter of 1993; it then rose again, hooNever, 
to 8.9 per cent In the first quarter of 1994. The year-on
year rate of increase in the nOf11lnal wage per worker in 
the private sector receded from 16,0 per cent in the 
second quarter of 1992 to 1 1,2 per cent In the fourth 
quarter of 1993. In calendar 1993 the rates of increase in 
the nominal remuneration per wOfker employed by public 
authofities and in the private sectOf" came to 9,3 and 11 ,3 
per cent respect;vety. compared with 21 .9 and 16.7 per 
cent in 1989. 

As a result of the high rates of Increase In nominal 
wages, the changes jn the average annual real 
remuneration per worker (as deflated by the defiatOf fOf" 
the non-agncultural gross domestIC product) remained 
positive throughout the period from 1989 to 1992, 
However, in 1993 the real remuneration per worker did 
not Increase any further. The year-an-year rate of 
Increase 111 the real remuneration per worker declined 
from a high of 3,0 per cent n the fourth quarter of 1992 
to rates of -1,2. 0,1 and -0,4 per cent ., the last three 
quarters of 1993. 

The growth in labour productiVity In the non
agricultural sectors of the economy accelerated from 
0.3 per cent In 1990 to 1,2 per cent In 1992, and then 
even more significantly to 3,1 per cent In 1 993. This 
good productivity performance In 1993 was brought 
about by further reductions In employment. the rBCCNery 
of economic activity and a lower InCidence of labour 
unrest. The year-an-year rate of increase in labour 
prOductivity also rose substantially from -0,1 per cenl In 
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the fourth quarter of 1991 to 4.2 per cent in the fourth 
quarter of 1993. 

The markedly lower rale of increase in nominal 
remuneration of 'NOI'kers and the rise In real prcx:Juction 
per worker, were mainly responsible for a sharp decline in 
the growth of nominal unit labour costs from 16,9 per 
cent In 1990 to 7,3 per cent in 1993. The year-an-year 
rate 01 inaease in nominal unit labour costs also declined 
from a high of 16,1 per cent in the fourth quarter of 1991 
to onty 4,8 per cent in the fourth quarter of 1993. This 
_"" has had a posit"", impact on the profitIDtity of 
businesses in the povate sector, which bodes wen for 
Mure investment and economic growth, provi03d that 
the current spate of labour unrest does not undo the 
progress already achieved. 

f1.:3 a result of the loNer gfOlNth in nominal unit labour 
costs, real umt labour costs actually declined by 3 per 
cent In 1993, compared with a stj~ p:>Sit:ive grO'Nth in this 
aggregate of O,g per cent in 1991 and 0,7 per cent in 
1992. Moreover, the year-an-year rate of decrease in 
real unit IaOOur costs accelerated from 0,8 per C8f1t in the 
first quarter of 1993 to 4,4 per cent in the fourth quarter -
the largest decline in real unit labour costs since the 
fOU1h quarter of 1985, INhen a rate of 6,2 per cent was 
r8CXJl'ded. 
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Prices 
Although SIgni1icant success has been achieved dunng 
the past three years in kJ.Nerilg the rate of increase in the 
all-goods production price Index and the overall 
consumer price Index. the rates of increase in these 
indices are stitt significantly higher than the inflation rates 
in South Africa's main trading partnefS. Certaln factors 
have atso recently corne to the fore wt1tch are threatening 
to reverse the generat downward movement of nflaoon. 
The more important of these Inc lude accelerated 
inaeases in the prices of food because of the rebuildIng 
of herds by livestock farmers and frost damage to fruit 
and vegetable crops in many parts of the interior. 
Inflation expectations are also fed by scepticism about 
the maintenance of fiscal discipline, uP'Nafd pressure on 
wages. hogher internationaJ crude oil prices and contrued 
c::Jov.Inward pressure on the exdlange rate of the rcrd. 

Largely as a resuM of the depreOatkln of the rand. the 
quarter-to-quarter rate of increase in the prices of 
Imported goods recently accelerated sharply from a 
negative rate of 5,4 per cent in the fourth quarter of 1993 
to 16,6 per cent in the secx>nd quarter of 1994. The rate 
of increase in the prices of io"w1.ed gocxts, as measured 
C1II8f periods of twelve months, is sllil not reflectjng the 
effect of thiS change. This rate of increase at first 

Production prices 

, , 
Perc ntage change 0 er twalv month 

25 

20 
Total 

" .. 
, 
• 
25 

.. 
20 

Dom ! tically p'roducac goods 

I 
.~ ~NI -r" ...... 

-' 

" 

'. 
5 

Imoo • ad good 

-s 
1989 1990 1991 "" '''' ,,.. 



Table 3. Percentage changes in consumer prices over periods of twelve months 

Oct '91 

Goods .................. ........................ ......... ........... . 18,8 
SelVices ............................................................ 13,6 
Total ......................... ......... ..... ................... ....... 16,8 
Total, excluding food ............ .......................... 14,8 

continued to decline from a recent high point of 6,8 per 
cent In June 1993 to only 2,7 per cent in March 1994. 
before acceleratif"It'J moderately to 4,4 per cent in June. 
Since March 1991 the rate of increase over periods of 
twelve months in the prices of imported goods has 
almost conslstentty been lower than the rate of inaease 
in the a11-goOOs production price index. 

The quarter-ta-quarter rate of increase in the prires of 
domestically produced goods also started to rise in 
1994, viz. from 5, 1 per cent in the fourth quarter of 1993 
to 11,1 and 9,0 per cent in the first two Quarters of 1994. 
The rate of increase in the prices of domestically 
produced goods, measured over a period of twelve 
months, rose onty moderately at first from a low point of 
5,7 per cent in October 1993 to 6,8 per cent in April 
1994; however,' 1hen aoceIerated mud1 rr<J(e marl<ed~ 
to 8,7 per cent in June. The upward movement of 
Increases in this price index was mainty brought al:xx..rt by 
higher rates of increase in the prices of agricultural 
products. 

Consumer prices 
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oec '92 Apr '93 Dec '93 Apr '94 Jul'94 

12,0 12,5 9,3 6,8 9,0 
6,7 9,0 9,7 7,5 7,5 
9,6 11 ,0 9,5 7,1 8,2 
8,4 11,6 10,7 6,6 6,5 

As a result of these changes in the prices of both 
imp;Jrted and domestical~ produced goods, the quartEM'
to-Quarter rate of increase in the aI/-goods productJ'on 
price index rose from 3,0 per cent in the fourth quarter of 
1993 to 10,4 per cent in the second quarter of 1994. 
The rate of increase CNef twelve-month periods in the all
goOOs prodL.K;tioo price index also moved upwards from 
a low 01 5,4 per cent in October 1993 to 7,9 per cent in 
June 1994. These rates of increase in pradL.K;tion prices 
have nevertheless remained in the single-digit level range 
for the past thirty-two months. 

From the first recording of a single-digit rate of 
increase in nearly 15 years in December 1992, the rate of 
increase over periods of twelve months in the overall 
consumer price index fluctuated bet'ween 9 and 10 per 
cent up to March 1994. The twelve-month rate of 
increase in the overall consumer price index then 
declined substantialty to onty 7,1 per cent in April, \oVhen 
the effect of increased indirect taxes announced in the 
Budget fO( 1993/94 no longer affected it; this rate then 
accelerated again to 8,2 per cent in Juty. 

The overall consumer price inflation has recently been 
influenced strongly by increases in the prices of food. 
This is clear1y illustrated by the rate of increase In the 
conSl..lrT'lEW" price index of all other goods and sefVices [l,e. 
excluding food and non-alcoholic beYefages), lNhich was 
1 ,7 percentage points lower than that of the overall 
consumer price index in Juty 1994, lMlile the prices of 
most consumer goOOs and services rose more or less in 
line with the overall consumer price index, the rate of 
increase in the prices of food amounted to 14,9 per cent 
In Juty 1994 oompared VoIith the corresponding month in 
the preceding year. 
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Foreign trade and payments 

Current account 
The surplus on the current account of the balance of 
payments (seasonally adjusted and annuatfsed). which 
had weakened considerably from a quarterly ave<age of 
RS,7 billion in the seoond half of 1993 to R2,3 billion in 
the first quarter of 1994, improved marginally to R2,6 
billion in the second quarter. The unadjusted surplus in 
the first half of 1994 amounted to only RO.5 billion: the 
surplus in the corresponding period of 1993 added up to 
R3,3!>llion. 

The relatively weak performance of the current 
account balance in the first half of 1994 could, tlcJY.Iever, 
be ascribed to exceptional circumstances. General 
lJnCertainty about the outcome of the lXlIiticai transition in 
South Africa. and Iabotx unrest, affected both domestic 
production and the export volumes of manufactured 
goods adversely. At the same time. rising real fixed 
investment and an accumulation of inventories IecI to a 
sharp irK:rease in the volume of imports. Mhough there 
is little reason to expect the volume of imports not to 
increase further in the second half of 1994 t more stable 
domestic conditions and the international economic 
roc:avery could cause export volumes to perform better 
during this period. 

Having declined from R63,6 billion in the fourth 
quarter of 1993 to R61,3 billion in the first quarter of 
1994, the value of merchandise exports (seasonally 
adjusted and annualised) rose again to R64,7 !>lIion, or 
by 5~ per cent. in the second quarter of 1994. The 
higler value of exp::xts was to a large extent due to an 
increase of some 4 per cent in the prices of exported 
goods. From the beginning o f 1994 export prices 
increased more rapidly than the prices 01 imported 
goods, witt1 the result that South Africa's terms of trade 
(excluding go<J) hwe started to nse. Th" improvement 
was related mainly to a sharp rise in internat ional 
commOdity prices; The Economist's index of 

Table 4. Balance of payments on current account 
Seasonally adjusted and annualised rates 

A billions 

1st qr 2nd qr 

Merchandise ex~rts .. , ... .. , .... .. .. , .... ... 48,6 56,2 
Net gold exports .. ... .. ... .. ... " .. " .. .. ....... 21,0 22,2 
Merchandise Imports ... ... .. , .. .. , ..... .. ... . -56,1 -55,8 
Net service and transfer payments .. , .. -11 ,7 -12,0 

Balance on current account •. ..•... .••. 1,8 10,6 

10 

"'ernationaJ commdity prices rose by almost 42 per cent 
~om a lower turning-point" Octooo- 1993 to Ju~ 1994. 
Export prices ""'" also ntI...-.ced by the depreciation of 
the rand against the US dollar, because South Africa' s 
exports are prirrarily denominated in this currency. 

The depreciation of the exchange rate of the rand and 
a stronger international demand with the rise in eoonomic 
actMty were unable to promote the exports of goods in 
the first half of 1994, The IIOIume of merchandise 9)qX)rts 
rose only ~ight~ by 1 ~ per cent in the second quarter of 
1994; special circumstances had been responsible for a 
drop of 5~ per cent " the quantites of goods e><ported n 
the first quarter of 1994. Th" poor performance of the 
total volume of merchandise exports was recorded 
notwithstanding a substantial increase in the exp::xts of 
mining and agricultural pnxlt..ds. Particularly the exports 
o f chemical products, machinery and elect rical 
equipment. paper products, textiles and transport 
equipment contracted, 

A combination of price and volume increases caused 
the net gold exports 10 rise modefalety by 2~ per cent 
from the first qLarter of 1994 to the second quarter. The 
price of gold rose from an average of A 1 321 per fine 
ounce to R1 380 per fine ounce (N8( the same period. 
while the volume of net gold exports ad\lanced by 1 per 
cent. The higher rand price of gold was due to the 
depreciation of the rand against the dollar: the dollar 
price of gold receded from US$384 per fine ounce in the 
fi rst quarter to $382 per fine ounce in the second 
quarter. In July the average rand price of gold rose 
strongly to A1 414 per fine ounce. 

At a seasonally adjusted and annualised rate of R71,4 
billion. the value of merchandise im1XJ(ts in the second 
quarter of 1994 was 21 per cent higher than the quarterly 
average for 1993. Pronounced increases were recorded 
in the imports o f oil and manufactured products; 
particularly strong increases were registered in the 
calegories chemical products, rnacIlinery and etectrical 
equipment, transp:rt equipment and paper products. k3 
cou1d be expected because of the depreciation of the 

1993 1994 

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

55,8 63,6 56,1 61 ,3 64,7 
24.5 21,2 22.2 22,6 23.2 

-59,3 -64,0 -58,8 -65,7 -71,4 
-15,0 -15,5 -13,6 -15,9 -13,9 

6,0 5,3 5,9 2,3 2,6 
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rand, a large part of the increase in the value of 
merchandise imports in the second quarter of 1994 was 
due to price increases (3~ per cent), More surprisingly, at 
this stage of the business cycte . import volumes 
expanded at a high rate of 5 per cent from the first 
quarter of 1994 to the second quarter, As explained in 
some length in the Annual Economic Report fO( 1994, the 
strong performance of the volume of merchandise 
Imports in 1993 and 1994 was probably related to 
factors such as South Aflica's hgh marginal propensity 
to import, the replacement of outdated and obsolete 
equipment, a ri se in fixed investment and an 
accumulation of inventories. 

Real merchandise Imports and exports 
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Net seNice and ttansfer pa)l1'T'la1ts to non-residew1ts, 
whdl had increased substantially from the second half of 
1993, declined by 12~ per cent from the first quarter of 
1994 to the second quarter. This smaller deficit on the 
services ac<XXJnt was largely the outcome of an increase 
in S8fVice receipts arising from foreign tourists visiting 
South Africa. and of a decrease in interest payments on a 
smaller amount of debt outstanding to non-residents. 

Capital movements 
The total net outflow of capital not related to r8S9fVeS 
increased moderately from R1 .1 billion in the first quarter 
of 1994 to R2,6 billion in the second quarter. In the first 
half of 1994 the net outf\oy.J therefore totalled R3,7 billion. 
whdl was considerably smaller than the R9,B billkln In 
the second half of 1993 and the R6,5 binion in the first 
half of that year. The outf\oy.J in the first half of 1 994 was 
remarkably small considering that the country was 
undergoing a major political transformation. 

The increase in the total net capital outflow from the 
first quarter of 1994 to the second quarter was mainly 
due to a tumarOl.fld in short-term capital movements (not 
related to reserves but including errors and unrecorded 
transactions) from a small inflow to an outflow during this 
periOO. Uncertainties surrounding the election process, 
and leads and lags in foreign payments and receipts 
related to the weak performance of the rand, were 
probably mainly responsible for this change, From 
d1anges in the foreign exd1ange reserves and in South 
Africa's extemal trade it appears as if this outf\oIN was 
concentrated mainly in April and that an inflov.l of short-
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Net capital movements not related to reserves 
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term capital probably occurred in the rest of the second 
quarter. It is also Interesting to note from the 
accompanying table that the foreign shorHerm liabilities 
01 private banks, W'hich had already increased sharply in 
the first quarter of 1994. rose yet further in the second 
quarter. Fairly tight conditions in the domestIC money 
market encouraged these institutions to supplement their 
funds from abroad. 

The net outflow of long-term capital in the second 
quarter of 1994 amounted to approximately A1,6 billion, 
which was of the same order as the outflow in the 
previous quarter. The outflow of long-term capital in the 
second quarter consisted mainly of repayments on 
government-guaranteed loans of AO,5 billion, and of 
affected debt converted into long-term loans outside the 
so-called standstill net in terms of the debt arrangements 
with foreign creditor banks, that were falling due. In 

12 

addition. non-residents were net sellers of securities listed 
on the Johannesburg Stock Exchange to an amount of 
RO,7 billion in the second quarter of 1994; these sales 
were, of COUfse, offset by corresponding infIa.Ns in other 
items on the balance of payments because they were 
made through the financial-rand mechanism. More 
important, however, new long-term funds of about ROA 
billion were raised abroad by the private sector and 
public entities in the second quarter of 1994 . 

Foreign reserves 
The total net outfkJw of capital not related to reserves in 
conjunction with the reIativety small surplus on the current 
account of the balance of payments, caused South 
Africa's total net gold and other foreign reserves to 
decline by A2,3 billion in the second quarter of 1994. 
Following a decline of RQ,9 billion in the first quarter of 
1994. the total net foreign reserves decreased by R3,2 
billion in the first half of 1994. The further dea'ease in the 
net foreign reserves of the country in the second quarter 
was mainly concentrated in April; a decrease of only 
RO.3 billion was recorded in May and June. Moreover, in 
July and August 1994 the net foreign reserves of the 
Reserve Bank increased by no less than R2 ,7 t>llkln. 

The total gross gold and other foreign reserves 
declined by RO,6 billion in the second quarter of 1994; 
this amount was considerably smaller than the decrease 
in the net foreign reserves because of continued reserve· 
related borrowing by the Reserve Bank to the net amount 
of Al.S billion. At the end of June 1994 the total gross 
gold and other foreign reserves added up to A9,7 billion: 
this was equivalent to about live weeks' imports of goOOs 
and S€fVices. The gross gold and other foreign reserves 
of the Aeserve Bank increased again by RO.S billion in 
Juty and August 1994 to a level of A7.9 billion at the end 
of August. 

Gross gold and other foreign reserves of the 
South African Reserve Bank 
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Table 5. Net capital movements (not related to reserves) 
R millions 

1st qr 2nd qr 

Long-term capital 
Public authorities., .. . """, ... ·119 -597 
Public corporations ........................ -526 -132 
Private sectOf ................................ 441 750 

Totallong·term capital ......... ... ...... ... ,. -204 21 

Short-term capital 
Monetary sector ...... .................... ,' -1 799 -1033 
Other, including unr9CO(ded 

transactions ................................. -1,652 -1 787 

Total capital movements, excluding 
liabilities related to reserves ....... .... -3655 -2799 

Exchange rates 
The ailing foreign reserve position of the country and 
socio-political uncertainties caused the nominal 
effective exchange rate of the rand to decline by 4,1 
per cent in the first quarter of 1994 and by a further 
8,3 per cent from 31 March 1994 to 13 July 1994, 
Over this period the rand depreciated against all the 
major currencies, The rise in the foreign reserves of 
the Reserve Bank. intervention in the market for 
foreign exchange by the monetary authority and a 
weaker dollar owing to rising interest rates in several 
Industrial countries. subsequently brought about an 
Increase in the weighted average value of the rand of 
3,4 per cent from 13 July 1994 to 31 August 1994. In 
the first eight months of 1994 the nominal effective 

Table 6. Changes in exchange rates of the rand 
% 

1993 1994 

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

-738 -619 -2073 -253 -309 
-140 -876 -1674 -483 -438 
-224 1280 2247 -945 -900 

-1 102 -215 -1500 -1 681 -1 647 

652 -629 -2809 2254 1327 

-3900 -4625 -11 964 -1 682 -2286 

-4 350 -5469 -16273 -1 109 -2606 

exd1ange rate of the rand accordingly declined by 9,1 
percent. 

The decline in the norninaI effective exdlange rate of 
the rand during the first seven months of 1994 exceeded 
the inflatkln differential between South Af"raI and its main 
tradng partners. The real effaetNa exchange rate of the 
rand therefOfe declined by 7,5 per cent from December 
199310 Juo/ 1994, 

In the financial-rand marker concern over political 
developments, lal:x>ur unrest and profit-taking led to a 
sharp deprecia1ioo of the finardal r;»(j n the beginning 
of 1994 10 an all-time k>N of AS,58 per dollar on 11 Ap<i 
1994. i's ~ became apparent that the poj~ical trmsition 
would be achieved peacefully, the financial rand 
appreciated again to R4,55 per dollar on 2 May 1994. In 

31 Dec 1993 31 Mar 1994 30 Jun 1994 13 Ju11994 31 Dec 1993 
to to 

31 Mar 1994 30 Jun 1994 

Weighted average .................................. .. -4,1 -6,9 
US dollar ................................................. . -2,1 -4,9 
Brttish POUnd ......... ................. ... ... ... ........ . -2,6 -8,2 
German mark .... ..... ................................. . -5,8 -9,3 
Japanese yen .......................................... . -10,2 -8,2 
NetheOa.nds guilder ................................. . -5,4 -9,5 
Italian lira .................... ............................. . -7,9 -6,6 

to to 
13 Jull994 31 Aug 1994 

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

3,4 
1,9 
4,0 
4,7 
4,4 
4,8 
6,4 

to 
31 Aug 1994 

-9,1 
-5,2 
-8,7 

-13,9 
-15,3 
-13,6 
-12,2 
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Exchange rates of the rand 
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the subsequent period the financIaJ rand traded with" a 
range of between R4,45 and R4,93 per dollar, fluctuating 
sharply at tines on lXIfounded rumours that the financiaI
rand mechanism would be abolished. On 31 August 
1994 the exchange rate of the financial rand reached 
R4,50 per dollar and the financ ial - rand discount 
amounted to 20,2 per cent. 
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Monetary developments, interest rates and 
financial markets 

Money supply 
The rate of inc rease in all the monetary aggregates 
accelerated In the first seven months of 1994. Ths was 
clearly reflected in the rate of increase in the broadly 
defined money supply (M3) over periods o f twelve 
months,.......nich rose from 7,0 per cent in DecEmber 1993 
to 15,0 per cent in June 1994 and a prelim inarily 
estimated 16,7 per cent in Jut)'. As a result of this rnore 
rapid gf'OlNth, the monthty values of M3 in 1994 to date 
lay markedty above the upper limit of the guideline range 
of 6-9 per cent which had been set for the ~. 1M 
_ted seasonaly edjusted vakJe of M3 arr<JU1ted to 
R229,9 biIion at the erd of July 1994. wtOch was R9,4 
biliorl or 4,3 per cent hghe< thall the cooespondng vah.e 
of the upper limit of the guideline range . 

As described in some detail In the Annual Economic 
Report for 1994, this acceleration in the growth of the 
money supply was brought about by an increase in 
economic activity, an improvement in the cash flow of 
business enterprises and an increase in the liquidity 
preference of the private sector. Highet' oompany profits 
and a decrease in government deposits with banks to 
finance the purchases of goods and services from the 
p<ivate sector. contributed to a large flow of cas/1 to the 

Guidelines for growth In M3 
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Monetary aggregates 
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prtvate business c:orrvTIlXVty. The liquidity preference of 
the private sector rose at the same time because of 
JXlIitical unca1ainties, expected interest rate dlanges and 
expectations of major price adjustments in the share and 

bond markets. The uncertain political and investment 
climate made itself feh, not only In an Increase in total 
deposit holdings, but also In a clear preference for 
shorter-term deposits with monetary institutions. 

The higher HQuidity preference of the private sector 
during the first half of 1994 was also reflected in the 
twelve-month growth rates in the narrower monetary 
aggregates. The growth rates over twetve months in 
M1A and Ml acceIeraled from 18,8 per cent and 8,7 per 
cent " December 1993, to 25,1 per cent and 28,2 per 
cent in June 1994, respectively. Similarly, the 
corresponding growth rate in M2 rose sharpty from crly 
3,9 per cent to 17,4 per CBrlt (Nf!!K the same peMod. The 
higher liquidity preference of the private sector Is also 
demonstrated in Table 7, 'Nhich sho'..vs that the private 
sector's cheque and transmission deposits and other 
dema'1d deposits roeased sharply, wIler_ thei" Iong
term deposits with the moneIa'y sector actuaJy declined 
in absolute terms. 

The main oounterparts Qn a statistical or accounting 
sense) of the A14,2 b;11ior! roease in M3 i1 the first half 
of 1994 were as folJo\.vs: 

Net foreign assets .......................................... . 
Government sector: net cIai11s ........ , .......... , .. 

Gross claims ................................. 11 .0 
Government deposits (ncrease -, 

decrease +)................................. 3,8 
Claims on the private sector .......................... . 
Net other assets and liabilities .. ..... .......... ..... . 
Total change in M3 ." ................................ .. 

R billions 
-8,3 
14,8 

10,9 
-5,2 

14,2 

These amounts were distorted by the issuing of 
special government stock of A7,5 b;hion to the AeseIve 
Bank. which caused a shift in the statistical oounterparts 
from changes in -net other assets and liabilities- to 
changes i1 the gross ard net claims on the government, 
without affecti1g the ~I change i1 M3. However, ~ 
this stock issue is not taken into consideration. the 
monetary sector's net claims on the government sector 
still roeased by A7,3 b;1ion during the first half of 1994. 

Table 7. Deposits of the private sector with the monetary sector 

Coins and Cheque and Other demand Other short- l ong-term 
banknotes in transmission deposits and medium· deposits M3 
circulation deposits term deposits 

Total outstanding as at 
31 Dec 1993 (A billions) ........ 10,5 35,8 30,1 102,5 32,0 211,0 
30 June 1994 (R billions) ...... llA 41,1 38,5 108,0 28,1 225,2 
Change from Dec 1993 to 

June 1994 (A t>lIions) , .. , ..... 0,9 5,3 8A 3,5 -3,9 14,2 
Percentage change from 

Dec 1993 to June 1994 ...... 8A 14,8 28,1 3A -12,1 8,7 
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Despite lhe relatively wkle margins between banks' 
deposit and lending rales I'h1ich are usually cond.dve 10 
disintermediation practices, the income veJocity of M3 
declined by about 2 per cent i1 the Iirst half of 1994, _ 
was probably also indicative of the higher liquidity 
preference of lhe privale sector ~ this period, 

Credit extension 
The growth In the total domestic credit extension 
accelerated significantly during the first half of 1994 
because of a sharp increase in the monetary sector's 
aedit extensicfl to the private sector as IN9II as a rTlaf1<ed 
increase in the monetary sector's net c laims on the 
government. The twetve·month growth rate in total 
domestic aedit extension ino"aased frOOl 9,6 per calt in 

Credit extension to the private sector 
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December 1993 to 18,7 per cent in March 1994 and 
even further to 22.,7 per cent in JlX'I6. In contrast to the 
increase in the money supply, the rate of increase n total 
credit extension i1 the firsl half of 1994 was affected by 
the _mentioned special governmenl stock issue 10 
lhe Reserve Batk. If this change i" slock holding (whk:!1 
was not new credi t extension, but merely a 
reclassification of existirg assets of the monetary sectOl1 
is not taken into account, the grD'Nth rate in total credit 
extension over the twelve months up to June 1994 sUa 
arTlOO'lled 10 lhe high figure of 19,2 per cent 

The rate of increase over twelve months in the 
monetary sector's credit extension to the private sector 
rose from 9,7 per cent i" December 1993 10 13,4 per 
cenl i" Apil 1994, before dec~"lng slightly 10 13,2 per 
cent in JlJ1EI. In real terms Q.e. adjusted by the rate of 
nflation, as mea5lXed by changes in the consumer price 
index) the growth rate in credit extension to the private 
seclor initiaJ~ remaJned ""!)alive in Ja"'-""Y and February 
1994; ~ then became positive In March and rose 10 5,4 
per cent in June 1994. 

An analysis of the rmnetary nst~utions' ctarns on the 
private sector by type of credit (see Table 8) indicates 
that the R10,9 biMion increase i1 credit extension 10 lhe 
private sector during the first half of 1994 could be 
attributed maint{ to increases of R7.2 billion in mortgage 
advances and R2,4 billion in instalment sal~s credit 
financing. These two forms of credit extension were 
responsible for about 88 per cent of the increase i1 credn 
extended to the private sector n the first six rronths of 
1994. Leasing finance and the so-called ·other loans 
and advances~ made smaller contributions to the total 
increase in c redit extension to the private sector; the 
monetary sector's holdings of investments and bills 
discounled actual~ decreased in 1h4s period, 

The rate of i1crease OI/€I twelve rnarths in mortgage 
acMn::es dedt ed sorre.vhaI dOO1g the first half of 1994 
from 17,7 per cent n Clecent>er 1993 to 16,8 per cent n 
June 1994. HOWBVe(, banks' active promotion of this 
credit facility on account of the low capital requirements 
applicable to it, kept the ilcrease in absolute terms on a 
high level. I" conlrast 10 this de'IeIopmenl, lhe _ 
rronth g<>NIh rate of credit prO'oIided on i1stafrent sales 
rose from.., aIraldy tig1 rate of 18,0 peroertl i1 DecerrIJer 
1993 10 23,9 per oertI n March 1994 a1d 10 23,5 per oertI 
n Jure. Risi1g reN car sales, ba<'!<s' "special rate" _ 

fi1arce schemes and a subs~ roease " this type of 
crediI used for lhe p.xchase of second-hand passenger 
<35, were marll respcrtSiJIe for the tig1 rates of i1crease 
i1 the fJ'<rci1g rJ mtahla'll _. 

The twelve-month rales of growth ., "other Ioar1s and 
advances~ Oncluding overdrafts) and in leasing finance 
also increased, on balance, during the first six months of 
1994, but at more moderate rates. These grO'Nth rates in 
Mother loans and advances~ and In leaSing finance 
advanced from 8,4 per cent and 6,8 per cent in 
December 1993 to 12,3 per cent and 8,4 per cent in 
June 1994, respectively, 



Table 8, Credit extension to the private sector 

Total outstanding as at 
31 Dec 1993 (A blllbns) .. 
30 June 1994 (R bilions). 

Change from Dec 1993 to 
June 1994 (A bmlons) ......... 

Percentage share of increase 
in total credit extension from 
Dec 1993 to June 1994 ...... 

Interest rates 

Investments 
and bills 

discounted 

14,6 
13,9 

-0,7 

-6,0 

Instalment 
sales credit 

23,1 
25,5 

2,4 

22,4 

The draining-away of fcreign reserves In the beginning of 
1994, fears that government finance might get out of 
hand and crowd out the private sector, net sales of 
domestic loan stock by non-residents, higher inflation 
expectations, upward adjustments in bond rates In the 
rest of the world, and relatively tight money market 
conditions, caused a sharp reversal in Interest rate 
movements from the beginning of 1994. After having 
declined fairty consistently during 1992 and 1993, interest 
rates moved sharply upwards from February 1994 
without arr; changes being arroounced in Bank rate. In 
particular, longer-term rates increased by about 3 
percentage p:>ints in the first eight months; shorter-term 
rates generally showed a iTM.JCh more moderate increase 
of onty about I percentage point, leading to a 
considerably steeper yield curve, 

The monthly average yield on long-term governmenl 
stOCk, 'N'hich had declined from 15,0 pel' cent in April 
1993 to 12.1 per cent In January 1994, subsequently 
reverted to 15.6 pElf CEW'lt in August 1994. This increase, 
together with a IaNer rate of inftation, caused the monthly 
average real yield on long-term government stock to 
increase from 2.0 per cent in January 1994 to 6,1 per 
cent in July 1994. 

At first money marker interest rates also hardened 
considerably In the period from February 1994 to May, 
but softened again in the subsequent three months as 
Increases in the net foreign assets of the Reserve Bank 
alleviated the tight money market conditions. This 
general Course of money market rates was clearly 
reflected in the rate on interbank call money, which 
rose from 9,50 per cent at the end of February 1994 to 
11,00 per cent at the end of May; it then receded 
again to 9,75 per cent at the end of August 1994. 
Other money market Interest rates performed in more 
or less the same manner. The tender rate on three
month Treasury bills, for instance, remained at a level 
of about 10.17 per cent in the first three months of 
1994 before increasing to 11,00 per cent at the end of 
May; it then declined again to 10,73 per cent at the 
end of August 1994. 

Leasing 
finance 

15,5 
15,7 

0,2 

2,3 

Mortgage 
advances 

9;,0 
104,2 

7,2 

65,7 

Otharloans 
and 

advances 

79,6 
81,3 

1,7 

15,6 

Total 

229,8 
240,7 

10,9 

100,0 

The banks' prime lending rate on overck'afts remained 
unchanged al 15.25 per cen t during the first eight 
months of 1994. As a result of the lower inflation rate. 
the inflation-adjusted or real prime lending rate of the 
banks rose from 5.2 per cent in December 1993 to 6,5 
per cent in July 1994. Although the banks' prime lending 
rate was kept unchanged, their predominant rate on 
twe've-month fixed deposits (which is regarded as 
indicative of deposit rate behaviour in general) was 
lowered by half a percentage point to 10,5 per cent in 
February 1994 . This, therefore caused the margin 
between the pfime overdraft rate and the twelve-month 
deposit rate to INiden from 4,25 per cent to 4,75 per cent 
in February 1994. The twelvs-month deposit rate 
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provided deposltOfS with a pOOtive real pre-tax yield of 
2,1 per cent n July 1994. 

Money mar1<et 
Money maricet conditkJns remained relatively t9ht duril'9 
the tirs1 six rmnIhs of 1994, but eased sorrewhat " the 
ensuing tYt'O months. This was clearty reflected in the 
amount of accommodation at month-ends, which 
fluctuated considerably duril'9 th~ period but increased. 
on balance, from R5,B billion at the end of December 
1993 to R6.S billion at the end of June 1994; it then 
decreased only moderately to RS,2 bilon at the erd of 
Ju~ 1994 and much more substantiaf~ to R3,3 biDoo at 
the end of August. 

The hig/l but fluctuatil'9 mooey mar1<at shortage " 
the first six months of 1994 was mainly due to the 
IIOIatility of the RBSeI\'E! Bank's net foreign asset hoIdw,gs. 
The net foreign assets of the RBSeIVE! Bank (as adjusted 
to reflect their effect on the money market) initially 
increased by R2.t billion" January 1994, _ined by 
R3.4 billion" the fofio'Ml'9 three months and increased 
again by Rl .D billion in May and June 1994. These 
changes wore reinforced by movements in the amount of 
notes and coin in circulation outside the Reserve Bank, 
.mich rose abnorrnaJ~ strongly by R2,Q bilWon in March 
and April 1994 (the months before and during the 
election) but decreased again by RO,6 billion in the 
ensuing two months. The tightening eflact of these two 
factors was neutralised to some extent by a decline in 
goverrment deposits with the RBSeI\'E! Bank dlri1g this 
period. 

Accommodation at the discount window 

8 

, 

8 

5 

• 
3 

2 

o 
1969 19oo "" 1992 1993 1994 

18 

The easil'9 of money mar1<et cond~OOs in J~ and 
August t 994 was mainly the result of a substantial 
increase in the Reserve Bcn<.'s net foregn assets of R3.0 
billion. The financing of the harvests in the summer 
rainfall areas by the Land and Agricultural Bank also 
contributed to these easier conditions, because an 
amount of RO,8 billion was obtained by the Land Bank 
~orn the Co<po<atoo for PtbIic Deposits. 

The Reserve Bank's actions in the money market 
were generally neutral. allowing the money market 
shortage to reflect underlying supply and demand 
~. By atio'MI'9 the market to remain tight, the 
RBSeI\'E! Bank discouraged the capila1 ouffIow ~orn the 
country, because it made it more diffICult for private 
banks to switch from fOfeign to domestic financing of 
trade t~. The Bank's actOOs mainly consisted 
of the management of government deposits between the 
Exchequer Account at the Reserve Bank and the Tax 
and Loan Accoults at private bar/<s, especiafIy from the 
begiming of the """ fiscaJ y"" in April. The Bank also 
adjusted the asset portfofk> of the Co<po<atoo for Pubic 
Deposits in the first half of 1994, with a net tightening 
effect of R2,O billion on money l'lla1<et conditions. Tlis 
was partly countered by an increase in the Reserve 
Bank's 0'M1 portfolio of financial assets for open market 
operatOOs to the arTlO<K1t of RO,3 billion. However, the 
Bank's total holding of govemment stock, as recorded 
on its balance sheet showed a much more substantial 
mease, because of the speciaJ government stod< issue 
referred to eartier. 

In July and August 1994 the portfolio of the 
Co!poration for Public Deposits i1creased by Rl ,8 billion, 
but the money market shortage initially shrank by a 
considerably smaller atTlOU1t because a large part of the 
amount received by the Public Investment 
Commissioners was deposited with the monetary 
authority. During this period the government deposits 
with the RBSeIVE! Bank also began 10 _n., on balance. 
by R I ,8 billion, as a resu~ of the dem!rod for fi.ncIs by the 
govenvnent. This. of course, led to an easing of money 
market cond~OOs. 

Bond marl<et 
In the primary bond maricet, the net """ booO'M1'9 by 
the pubic sector from the private sector through O;sues 
of fixed-Interest sec::uities amounted to R4,4 bilrlon n the 
first half of 1994; in the first half of 1993 no less than 
R19,4 binoo of govemT'6'l1 stock had been taken up by 
private organisations and individuals. This considerable 
decline in the net booowing of the public sector from the 
private sector was mainly due to net purchases of 
government stock by public-sectOf entities. If the net 
purchases of these entities of R14,3 billion are taken into 
account (roudll'9 net purchases of R12,3 billoo by the 
Public Investment Commissioners, but excluding the 
speciaJ govenvnent stock issue to the RBSeIVE! Bank), the 
net issues of the public sector to the market as a whole 
came to R18,7 billion in the first ~ of 1994 and to R9,7 



Stock exchange transactions 
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biHion in the first quarter of fiscal 1994195. A substantial 
proportion of the govemment's borrowing requirement 
had therefore already been satisfied by bond issues in the 
first three months of the fiscal year. 

Activity in the secondary bond market also remained 
very buoyant in the first half of 1994 and the value of 
public-sector stock traded on the stock exchange rose 
from R229 billion in the fourth quarter of 1993 to a rJeIN 

record level of R254 billion in the first quarter of 1994; ~ 

then fell back marginally to R250 billion in the second 
quarter. This moderatety lower turnover in the second 
quarter of 1994 was probably related to special 
circumstances, such as a smaller number of trading 
days. The firming of the yield on long-term government 
stock, however. may have underpinned the volume of 
trade in this quarter. In July and August 1 994 the 
monthty turnover averaged ROO billion. 'Nhich was slightly 
higher than the monthly aV8fage value of R83 billion in the 
second quarter of the year. 

Non-residents continued to be active participants in 
the secondary bond market during the first eight months 
of 1994. From February to April 1994 non-residents 
were net sellers of public·sector stock. but their net 
purchases in the ensuing period exceeded these sales. 
In the first eight months of 1994 non-residents were 
therefore net purchasers of public-sector stock to an 
amount of RO,3 billion. 

Ths Reserve Bank also remained an active participant 
In the bond market In accordance with its objective of 
promoting an active secondary market in government 

Non-residents' net transactions on the 
stock exchange 

,gag "" "" "" '993 "',. 

stock. Gross sales of government stock by the Reserve 
Bank totalled A113 billion in the first eight months of 
1994: these sales were moderately lower than the level 
of R118 billion in the corresponding period of the 
preceding year. Net sales of govemment stock by the 
Reserve Bank during the first eight months of 1994 came 
to R13,3 billion: in the corresponding period of 1993. 
such net sales had amounted to Rll . l billion . The 
Reserve Bank's trading in government stock options 
increased from a monthty average of A5,3 billion in 1993 
to a monthly average of R7.6 billion in the first eight 
months of 1994. 

Equity market 
In the primary equity market, factors such as high and 
rising share prices, a shortage of scrip and the firming of 
long-term interest rates favoured share capital issues in 
the first half of 1994. The demand for new funds, 
however. remained low. The value of rights issues of 
ordinary shares of listed companies on the stock 
exchange acoording!y fell from R2,9 billion in the last half 
of 1993 to Rl,6 billion in the first half of 1994. Scrip 
dividends and bonus shares issued, on the other hand, 
rose considerably in the first half of 1994. being 
encouraged, among other things, by the secondary tax 
on the distributed profits of companies. 

In the secondary equity market, the value of shares 
traded on the Johannesburg Slack Exchange nearly 
doubled from a monthly average of R3,6 billion in 1993 to 
R6,2 bHtion in the first eight months of 1994. Increased 
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optimism associated with the greatly improved 
profitability of companies, large-scale buying and selling 
by non-residents and a higher demand for shares by 
institutional investors, made important contributions to 
these high turnovers. Compared with the stock 
exchanges of most industrialised countries, the liquidity 
on the Johannesburg Stock Exchange is nevertheless still 
low. 

In contrast to the decline in share prices on most of 
the world's leading stock exchanges from the beginning 
of 1994, the average price index of all classes cI shares 
on the Johannesburg Stock Exchange continued to rise. 
Declines lN9fe shown at first only by the prices of goId
mining shares, but even these prices recovered in July 
and reached a seven-year high in August 1994. The 
average price of all classes of shares actually reached a 
Ile'N record high in August 1994; this average price level 
then was no less than 90 per cent above its lower 
tuming-point in October 1992. 

Mirroring the increase in share prices, the average 
dMdend yield ()(1 aJl classes of shares decreased sharply 
from 2,53 p9f cent in December 1993 to 2,14 PEf' cent in 
August 1994. Tre average eamings yield ()(1 aJl classes of 
shares (excluding gold-mining shares) also decreased 
from 5,95 per cent to 5,04 p9f Calt CNf!K the same periocI. 

The lifting of sanctions against South Africa, the sharp 
recovery in share prices, the weak financial rand, and the 
higher gold price, led to increased involvement of non
residents on the Johannesburg Stock Exchange. Total 
share purchases by non-residents as a percentage of 
total turnover increased from 22 per cent in 1992 to 29 
per cent during the first eight months of 1994. In 1994 
the net transactions of non-residents Huctuated widely. 
After having been net purchasers of shares to an amount 
of R2,1 billion in the first quarter of 1994, non-residents 
became net sellers to an amount of R1,2 billioo in the 
second quarter; in July and August 1994 they were net 
sell91'S to an amount of RQ,5 billion. 

Other financial markets 
Equity futures contracts continued to dominate the formal 
derivative market in the first half of 1994. Transaction 
_s were boosted by the IWeIy domest~ share market. 
uncertainty regarding political developments and a high 
level of non-resident participation. These factors were 
responsible for an all-time high turnover of 1,2 million 
equity futures contracts in the first quarter of 1994, which 
fell back somewhat to 0,9 million contracts in the second 
quarter. Contracts based on underlying Instruments, 
such as interest rate contracts, remained at relatiVely low _so 

In the first half of 1994 the trading in the mrnber of 
options on equity futures contracts reached 1.7 million, 
which was almost three times the trading of 0,6 million 
contracts in the first half of 1993. The significant growth 
in open positions in futures and options contracts on the 
South African Futures Exchange indicated that the 
formal futures market was increasingly serving the 
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hedging needs of the financial community. At the end of 
August 1994 the open interest in equity futu res 
contracts and in options on equity futures contracts was 
86 315 and 446 393 contracts, respectively. Based on 
the mark-to-mar1<et prices of equity futures and options 
at the close of business on 31 August 1994, the total 
open interest was worth R5,9 billion. 

As already indicated, the financing of the mortgage 
market remained at high levels in the first half of 1994, 
desp,e the decision of banks to stop carrying mortgage 
registration costs and valuation fees and to curtail 
mortgage loading (where the stated purchase price of a 
home exceeds the actual price paid). The measure of 
uncertainty in the property market before and after the 
elections in April 1994 and the unchanged predominant 
mortgage bond rate of 15,25 per cent. did not prevent 
the value of real estate transactions in the first six roonths 
of 1994 from increasing by 19,9 p9f cent above the level 
in the corresponding pefiod of the preceding year. This 
increase was due to a rise in the mmber as well as the 
average price of slXh transactions over the same period. 



Public finance 

Public-sector borrowing requirement 
The public-sector borrowing requirement (I.e. the deficit 
before borrowing and debt repayment of the 
consolidated central government, provincial 
govemments. local authorities and non-financial public 
enterprises) amounted to A9,6 billion in the first Quarter 
of fiscal 1994/95 (the second Quarter of the calendar 
year 1994), compared wilh A8,0 billion in the first 
quarter of fiscal 1993/94. Although a relatively large 
public-sector borrowing requirement in the first Quarter 
of a fiscal year is a seasonal feature of the public
sector finances, the deficit of 9,3 per cent of gross 
domestic product in the first Quarter of fiscal 1994/95 
was well in excess of the average ratio of 8,3 per cent 
In the corresponding period of the preceding two fiscal 
years. 

The large public-sector booO'.ving requirement in the 
first Quart8f of fiscal 1994/95 could be attributed mainly 
to a sharp increase In the expenditure of general 
government (Le. the consolidated central government, 
provincial governments and local authorities); the 
borrowing requirement of the non-financial public 
corporations totalled anly AO.3 billion in the first Quarter of 
fiscal 1994/95. Although the year-an-year rate of 
increase in total general government expenditure, at 17,9 
per cent, was only marginally higher than the rate of 16.B 
per cent in the corresponding Quarter of the preceding 

Public-sector borrowing requirement as 
percentage of gross domestic product 
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year, this rise in expenditure was recorded in an 
economy with considerably lower price inflation. As a 
ratio of gross domestic product. the total expenditure 
and net lending of general government increased from 
34,7 per cent in the first Quarter of fiscal 1993194 to 36.7 
per cent in the first Quarter of fiscal 1994/95. Part of this 
rapid rise in expenditure was due to a substantial 
increase in capital expenditure; however, as a 
percentage of the total expenditure of general 
government, capital expenditure slill amounted to only 
8,5 per cent. Expenditure on goods and services 
(excluding labour remuneration) was the major 
contributor to this rapid rise in general government 
expenditure. 

Total income of general government. as a percentage 
of gross domestic product. also increased sharply from 
26.2 per cent in the first Quarter of fiscal 1993194 to 27.7 
per cent in the first quarter of fiscal 1994/95. This 
outcome was the result of an increase in the ratio of tax 
revenue to gross domestic product, while the ratio of 
non-tax revenue decreased marginally. 

In comparison with the first quarter of fiscal 1993/94. 
the financial p:)Sition of all levels of general government, 
with the notable exception of local authorities and 
prOvincial QOV8IT'Ifllffits, deteriorated in the first Quart8f of 
fiscal 1994/95. At AO,7 billion in the first quarter of fiscal 
1994/95, the borrO'Ning requirement of local authorities 
was slightly lower than the AO,8 billion in the 
COfresponding quarter of fiscal 1993!94. The surplus of 
the provincial govemments (including the former TBVC 
countries and self-governing states) increased from AO,9 
billion in the first quarter of fiscal 1993/94 to R2.0 billion in 
the first Quarter of fiscal 1994/95, lNhile the small surplus 
of the extra-budgetary institutions declined from ROA 
billion in the first Quarter of fISCal 1993/94 to AO.3 bil~on In 
the first Quarter of fiscal 1994/95. 

The borrowing requirement on the Main Budget 
totalled Al0,B billion in the first Quarter of fiscal 1994/95; 
In the COfTeslXXldlng period of the preceding year it had 
been considerably lower at ABA billion. This larger 
borrowing requirement on the Main Budget arose from a 
sharp increase in expenditure. related mainly to the 
transition process to a new political dispensation, lNhich 
was not fully offset by the hlgher-than-estimated increase 
in revenue. 

Exchequeraccoum 
Exchequer issues to national government departments 
(adjusted to reflect cash flows) in the first Quarter of fiscal 
1994/95 were 21.5 per cent higher than in the first 
Quarter of the preceding year. This rate of increase was 
well above the average year-an-year rate of increase of 
16.9 per cent in the corresponding period of the 
prececling frve fiscal yeaTS and also markedly higher than 
the 10,2 per cent provided for in the Budget for fiscal 
1994/95 as a W'hole. If Exchequer issues in July 1994 
are also taken into account, the year-on-year rate of 
increase for the first four months of fiscal 1994/95 was 
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considerably lower at 16.9 per cent. but still 
uncomfortably h9h in relation to the expected growth in 
nominal gross domestic product over the same period. 
The issues in the first four months of fiscal 1994/95 did 
not. however. include any expenditure on the 
Reconstruction and Development Programme, which will 
start only later in the year. 

The level of Exchequer receipts in the first four 
months of fiscal 1994/95 amounted to R34,O billion, 
which was 23,5 per cent above the level in the 
oorrespoOOng peiod of fiscal 1993194. A large part of 
this increase was, OOwever, due to ilcome not spent in 
the previous year !r1d canied forward 10 the arnlfl1 fiscal 
year. If these so-called surrenders are excluded, the 
year-an -year rate of increase in government revenue 
came to 20,4 per cent in the first four months of fiscal 
1994/95. Th~ was nevertheless still considernbIy h9her 
than the average year-on-year rate of Increase of 15,9 
per cent in the preceding five years and substantially 
higher than the bt..dgeted increase of 12,9 per cenl for 
fiscal 1994195 as a whole. 

As shown in Table 9, the higher-than-expected 
increase in Exchequer receipts during the first four 
months of fiscal 1994195 was discernible in nearly all the 
main categories of government revenue. In partK;uIar, the 
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rate of increase in customs and excise duties was 
subs1an1iaJ/y h9her than budgeted fo< the fun fiscal year. 
These higher customs and excise receipts were 
registered despite an actual decline in receipts from the 
fuel levy and were related mainly to a substantial increase 
in merchandise imports; the proceeds from customs 
and excise stia included receipts from the surcharge on 

Table 9. Percentage increase in Exchequer 
receipts 

Exchequer receipts (excluding 
surrenders). , ............. , .. , , ..... .. 

Customs and excise duties., .. 
Inland revenue" ............ " .... , .. 

Income lax ., ..... ... , .. "' ...... . 
Value-added tax ............ , .. 

Budgeted 
increase 
for fiscal 
1994/95 

12,9 
2,6 

14,8 
16,5 
15,3 

Actual 
increase 
in April

July 1994 

20,4 
17,0 
21,0 
22,9 
13,0 



intermediate and capital goods, which was abolished 
only near the end of June 1994. Income tax receipts also 
performed exceptionally well and could show a further 
improvement during the remaining eight months of fiscal 
1994/95 as the cdlections of the transition levy become 
fUlly effective. However, the rate of increase in value
added tax was lower than the budgeted percentage rise 
for the fiscal year as a whole. probably reflecting a lower
than-projectecl aggregale demand in the first four ITI01ths 

of fiscal 1994195. 
The net resun of the transactions on the ExchOCluer 

account was a deficit before borrowing and debt 
rep8yrnEY1l of R9,2 billion in the first four months of fiscal 
1994/95. This shortfall equaUed 31.3 per cent 01 the 
budgeted defic~ of R29.3 bittkln for the year as a wtlote. 
;:.s a ratio of gross domestic product. the deficit before 
borrowing and debt repayment amounted to 10.5 per 
cent in the first quarter of fiscal 1994/95. 

NeYJ long-term government stock continued to be the 
primary debt-financing instrument. In the first four 
months of fiscal 1994/95 the issuing of the new 
government stock totalled R9,3 billion, or 32,5 per CEnt of 
the expectecl borrowing requirement for the fiscal year as 
a 'Nhole. This ratio of net long-term govemment stock 
issues to the government's borrowing requirement was 
considerably smaller than the average ratio of 53,8 per 
cent in the preceding flV6 fiscal years. In the past, the 
government f,,~ the practk;e of funding the highest 
possible part of its financing needs as earty as possible in 
the new fiscal year. This tended to lead to excessive 
bJrrowing in the first few months of the fiscal year, and to 
large build-ups of inactive government balances. In the 
rurrent fiscal year this proc:edure was not follQv.ted. 

As a result of a strong demand for paper at the 
shorter end of the maturity spectrum, the government 
also made considerable use of the issue of Treasury bills 
to meet ~s financial needs in the first four months of fiscal 
, 994/95. The net issue to the market of this paper, on 

Table 10. Financing of Exchequer deficit by type 
of lender in the f irst four months of 
fiscal 1994/95 

Type of lender 

Pubic Investment Commissioners ......... , .. . 
Non-monetary private sector .................... . 
Foreign sector .......................................... .. 
Monetary inst~utions, ........ " .... , .... , ... , ........ . 

Monetary authority ............................. .. 
Other monetary institutions .................. . 

Total gross financing ................................. . 
Less: Discount on new issues of 

governmentstock ....... , ......... , .......... . 
Total net financing ...... ....... ..... ............... .. 

Rmillions 

5658 
4772 
-141 
3122 
1639 
1483 

1341 1 

4257 
91 54 

wtlich interest rates .....are also consideral*y lower than on 
long-term stock, amountecl to no less than A2.1 billion in 
the first four months of fiscal 1994/95. As could be 
expected. a large part of this paper was taken up by 
private monetary institutions. The Exchequer deficit 
before borrowing and debt repayment was neverthe""" 
financed ~rgety by funds raised from the non-monetary 
sectors. However, private insurers and pension funds 
took up only A11 million of the net issues of government 
stock in the first four months of fiscal 1994195, compared 
INith an average of R3 942 million in the corresponding 
period of the preceding five fiscal years. 

The total govemment debt increased from A192,2 
billion at the end of March 1994 to R222,7 billion at the 
end of July 1994. A substantial portion of this Increase 
(R15,3 billion) could be attributed to the inclusion of the 
debt of the former TSVC countries and self-governing 
states, which was transferred to the South African 
national government. Some of these loans may, 
however. be transferred to regional authorities If they can 
be matched with assets that have been created in a 
specific region. 
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