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n
o

tw
ith

sta
n

d
in

g
, n

o
m

in
a

l re
m

u
n

e
ra

tio
n

 p
e

r w
o

rke
r 

continued to
 increase in 1

9
9

8
 along w

ith a sharp rise in 
w

age-related strikes and w
o

rk stoppages. 
R

ising nom
inal labour rem

uneration usually leads to
 

higher inflation th
ro

u
g

h
 co

st-in
d

u
ce

d
 price pressures, 

w
h

ic
h

 a
re

 re
in

fo
rc

e
d

 b
y th

e
 a

g
g

re
g

a
te

 d
e

m
a

n
d

 
pressures arising from

 the increased spending p
o

w
e

r o
f 

em
ployed w

orkers. 
H

ow
ever, dom

estically generated 
inflation in the first half o

f 1
9

9
8

 w
as contained by solid 

increases in labour productivity and so
m

e
 absorption o

f 
production co

sts by d
o

m
e

stic producers. 
N

onetheless, 
th

e
 rise in th

e
 general p

rice
 level a

cce
le

ra
te

d
 as th

e
 

depreciation o
f the rand raised prices and these effects 

w
e

re
 p

a
sse

d
 th

ro
u

g
h

 th
e

 p
rice

 fo
rm

a
tio

n
 p

ro
ce

sse
s. 

T
he increases in m

o
rtg

a
g

e
 interest rates also p

u
sh

e
d

 
the co

n
sum

er price index higher. 
T

he high level of d
o

m
e

stic expenditure and efforts 
by im

porters to
 p

re
-e

m
p

t e
xp

e
cte

d
 increases in im

p
o

rt 
prices follow

ing th
e

 depreciation o
f th

e
 rand, 

led to
 a 

sharp u
p

w
a

rd
 m

o
ve

m
e

n
t in m

erchandise im
p

o
rts and 

a co
n

co
m

ita
n

t w
id

e
n

in
g

 o
f th

e
 d

e
ficit on th

e
 cu

rre
n

t 
a

cco
u

n
t o

f th
e

 b
a

la
n

ce
 o

f p
a

ym
e

n
ts. 

A
t th

e
 sa

m
e

 
tim

e, th
e

 value o
f m

e
rch

a
n

d
ise

 e
xp

o
rts a

n
d

 n
e

t g
o

ld
 

e
xp

o
rts im

proved too, b
u

t to
 a lesser extent than the 

in
c
re

a
s
e

 
in 

th
e

 va
lu

e
 
o

f m
e

rc
h

a
n

d
is

e
 
im

p
o

rts
. 

T
o

g
e

th
e

r w
ith a decline in net service paym

ents to
 the 

re
st o

f th
e

 w
o

rld
, th

e
 g

ro
w

th
 in 

e
x
p

o
rt e

a
rn

in
g

s 
co

n
ta

in
e

d
 th

e
 d

e
ficit on th

e
 cu

rre
n

t a
cco

u
n

t o
f th

e
 

balance o
f paym

ents to
 approxim

ately 2
~
 p

e
r ce

n
t o

f 
gross d

o
m

e
stic p

ro
d

u
ct in the third q

u
a

rte
r o

f 1998. 
F

or th
e

 first tim
e since th

e
 fourth quarter o

f 1996, 
th

e
 co

u
n

try e
xp

e
rie

n
ce

d
 an o

u
tflo

w
 o

f capital d
u

rin
g

 

2 

the third quarter o
f 1998. 

B
o

th
 long-

and sh
o

rt-te
rm

 
capital m

o
ve

d
 o

u
t o

f th
e

 co
u

n
try. 

T
o a large e

xte
n

t 
th

e
se

 o
u

tflo
w

s w
e

re
 related to

 th
e

 tu
rb

u
le

n
ce

 in th
e

 
in

te
rn

a
tio

n
a

l financial m
a

rke
ts w

h
ich

 p
ro

m
p

te
d

 n
o

n


residents to
 sell S

outh A
frican fixed-interest securities, 

a
n

d
 th

e
 w

e
a

ke
n

in
g

 o
f th

e
 ra

n
d

 w
h

ich
 ca

u
se

d
 an 

in
cre

a
se

 in th
e

 u
se

 o
f d

o
m

e
stic, in

ste
a

d
 o

f fo
re

ig
n

 
cre

d
it sources fo

r tra
d

e
 financing. 

F
oreign tra

d
e

 finan


cin
g

 o
f international tra

n
sa

ctio
n

s w
a

s effectively d
is

co
u

ra
g

e
d

 by the high co
st o

f forw
ard cover. 

T
h

e
 ra

n
d

 ca
m

e
 u

n
d

e
r d

o
w

n
w

a
rd

 p
re

ssu
re

 fro
m

 
M

a
y to

 A
u

g
u

st 1
9

9
8

 a
s th

e
 in

te
rn

a
tio

n
a

l fin
a

n
cia

l 
situ

a
tio

n
 w

a
s a

ffe
cte

d
 b

y th
e

 tro
u

b
le

s in 
e

m
e

rg
in

g
 

m
arkets and the unilateral d

e
b

t restructuring in R
ussia. 

P
o

licy ste
p

s ta
ke

n
 by th

e
 R

eserve B
ank, p

a
rticu

la
rly 

th
o

se
 th

a
t p

e
rm

itte
d

 interest rates to
 rise along w

ith 
m

a
rke

t pressures and th
e

 decision th
a

t the exchange 
rate o

f the rand should find its o
w

n
 level, b

ro
u

g
h

t so
m

e
 

s
ta

b
ility

 b
a

c
k
 to

 th
e

 d
o

m
e

s
tic

 fo
re

ig
n

-e
x
c
h

a
n

g
e

 
m

arket. 
In fact, co

n
fid

e
n

ce
 w

a
s restored to

 such an 
extent th

a
t the rand appreciated by alm

ost 14 per ce
n

t 
from

 28 A
u

g
u

st 1
9

9
8

 to
 25 N

ovem
ber. 

T
he g

ro
w

th
 in th

e
 broad and the narrow

er m
onetary 

aggregates, and in total d
o

m
e

stic credit extension as 
w

ell, 
sh

o
w

e
d

 signs o
f abating to

w
a

rd
s th

e
 end o

f the 
th

ird
 q

u
a

rte
r o

f 1
9

9
8

. 
F

or th
e

 w
h

o
le

 o
f th

e
 quarter, 

m
o

n
e

ta
ry

 a
n

d
 c

re
d

it g
ro

w
th

 w
a

s still s
tro

n
g

 a
n

d
 

d
e

fin
ite

ly n
o

t co
n

siste
n

t w
ith

 th
e

 o
b

je
ctive

 o
f lo

w
 

inflation in th
e

 long run. 
F

urtherm
ore, th

e
 p

o
ssib

ility 
th

a
t p

a
st rapid m

o
n

e
y g

ro
w

th
 could im

p
a

ct on future 
in

fla
tio

n
 co

n
tin

u
e

d
 to

 lu
rk in th

e
 b

a
ckg

ro
u

n
d

, co
m


pelling th

e
 R

eserve B
a

n
k to

 m
aintain a cautious posi

tio
n

 re
g

a
rd

in
g

 th
e

 e
a

sin
g

 o
f m

o
n

e
ta

ry p
o

licy
. 

T
h

e
 

tightening o
f m

onetary conditions follow
ing the destabi

lisation o
f th

e
 d

o
m

e
stic securities m

arkets, unavoidably 
le

d
 to

 h
ig

h
e

r in
te

re
st ra

te
s a

n
d

 co
n

trib
u

te
d

 to
 th

e
 

decline in a
g

g
re

g
a

te
 o

u
tp

u
t in th

e
 third quarter. 

T
he 

slo
w

d
o

w
n

 in th
e

 g
ro

w
th

 in 
o

u
tp

u
t w

a
s p

a
rt o

f th
e

 
in

e
sca

p
a

b
le

 a
d

ju
stm

e
n

t p
ro

ce
ss th

a
t w

a
s n

e
ce

ssa
ry 

fo
r th

e
 restoration o

f financial stability. 
M

o
n

e
y m

arket interest rates firm
ed until th

e
 m

iddle 
o

f S
e

p
te

m
b

e
r b

e
c
a

u
s
e

 o
f th

e
 u

n
s
e

ttle
d

 s
ta

te
 o

f 
in

te
rn

a
tio

n
a

l fin
a

n
cia

l m
a

rke
ts, th

e
 w

e
a

kn
e

ss o
f th

e
 

ra
n

d
 a

n
d

 re
n

e
w

e
d

 fe
a

rs o
f in

fla
tio

n
 a

t th
a

t tim
e

. 
A

 
gradual decline follow

ed, w
hich w

a
s endorsed by th

e
 

R
e

se
rve

 B
a

n
k a

ro
u

n
d

 th
e

 m
id

d
le

 o
f O

cto
b

e
r. 

T
h

e
 

B
a

n
k then reduced th

e
 daily underprovision o

f liquidity 
to

 th
e

 banks and later began to
 provide th

e
 full a

m
o

u
n

t 
of th

e
 b

a
n

ks' daily liquidity needs. 
T

he repurchase rate 
o

f th
e

 R
e

se
rve

 B
a

n
k sta

rte
d

 to
 d

e
clin

e
 a

n
d

 o
n

 2
4

 
N

o
ve

m
b

e
r 1

9
9

8
 w

a
s so

m
e

 2
0

0
 basis points lo

w
e

r than 
on 

1
3

 O
cto

b
e

r. 
T

his d
e

clin
e

 in th
e

 co
st o

f fu
n

d
in

g
 

allow
ed th

e
 banks to

 lo
w

e
r their prim

e overdraft rates 
on tw

o
 o

cca
sio

n
s by one percentage pO

int at a tim
e

. 
T

h
e

 ra
isin

g
 o

f fu
n

d
s b

y th
e

 p
u

b
lic se

cto
r in th

e
 

prim
ary b

o
n

d
 m

arket w
a

s lo
w

e
r in the first half o

f th
e

 
cu

rre
n

t fiscal year than in the first half o
f the previous 

fiscal year. 
P

rivate
-se

cto
r co

m
p

a
n

ie
s, in turn, 

raised 

o m
 

e m
 

p w
 

p w
 

tri 
b 10 
d st 
e a A

 
v cl 
c r N

 
s 1 h o v a d d 1 d c 



on
ly

 a
 s

m
al

l 
am

ou
nt

 o
f 

ne
w

 c
ap

ita
l 

in
 t

he
 p

rim
ar

y 
de

bt
 

m
a

rk
e

t,
 f

o
cu

si
n

g
 a

lm
o

st
 e

n
ti

re
ly

 o
n 

b
a

n
k 

cr
e

d
it

 
e 

ex
te

ns
io

n 
an

d 
th

e 
pr

im
ar

y 
m

ar
ke

t 
fo

r 
eq

ui
ty

 c
ap

ita
l 

to
 

m
ee

t t
he

ir 
fin

an
ci

ng
 r

eq
ui

re
m

en
ts

. 
T

he
 S

ou
th

 A
fr

ic
a"

 f
in

an
ci

al
 m

ar
ke

ts
 u

nd
er

w
en

t 
a 

n 
pe

rio
d 

of
 m

aj
or

 a
dj

us
tm

en
t 

fro
m

 M
ay

 t
o 

A
ug

us
t 

19
98

 
n 

w
he

n 
em

er
gi

ng
 m

ar
ke

ts
 a

ro
un

d 
th

e 
w

or
ld

 w
er

e 
un

de
r 

pr
es

su
re

 a
nd

 t
he

 s
ta

bi
lit

y 
of

 th
e 

gl
ob

al
 f

in
an

ci
al

 s
ys

te
m

 
w

as
 q

ue
st

io
ne

d 
at

 t
im

es
. 

Th
e 

ad
ju

st
m

en
t 

pr
oc

es
s 

w
as

 
tr

ig
ge

re
d 

by
 t

he
 n

et
 s

el
lin

g 
of

 f
ix

ed
-in

te
re

st
 s

ec
ur

iti
es

 
n 

by
 n

on
-r

es
id

en
t 

in
ve

st
or

s 
fro

m
 M

ay
 1

99
8.

 
Y

ie
ld

s 
on

 
I 

lo
ng

-t
er

m
 g

ov
er

nm
en

t 
bo

nd
s,

 w
hi

ch
 h

ad
 b

ee
n 

dr
ift

in
g 

g 
do

w
nw

ar
ds

 i
n 

th
e 

fir
st

 f
ou

r 
m

on
th

s 
of

 t
he

 y
ea

r, 
ro

se
 

st
ro

ng
ly

 t
o 

th
ei

r 
hi

gh
es

t 
av

er
ag

e 
m

on
th

ly
 l

ev
el

 e
ve

r 
-

y 
ex

ce
ed

in
g 

th
e 

av
er

ag
es

 r
eg

is
te

re
d 

in
 D

ec
em

be
r 

19
85

 
h 

af
te

r 
th

e 
an

no
un

ce
m

en
t 

of
 t

he
 f

or
ei

gn
-d

eb
t 

st
an

ds
til

l. 
e 

A
s 

ha
s 

oc
cu

rr
ed

 i
n 

ot
he

r 
em

er
gi

ng
 m

ar
ke

ts
, 

eq
ui

ty
 

e 
va

lu
es

 d
ec

lin
ed

 s
ha

rp
ly

 -
th

e 
av

er
ag

e 
pr

ic
e 

le
ve

l 
of

 a
ll 

e 
cl

as
se

s 
of

 s
ha

re
s 

in
 S

ep
te

m
be

r 
19

98
 w

as
 s

om
e 

39
 p

er
 

n 
ce

nt
 l

ow
er

 t
ha

n 
in

 M
ay

. 
B

on
d 

an
d 

sh
ar

e 
pr

ic
es

 t
he

n 
t 

re
co

ve
re

d
 s

o
m

e
w

h
a

t 
in

 O
ct

o
b

e
r 

a
n

d
 N

o
ve

m
b

e
r.

 
N

on
et

he
le

ss
, 

th
e 

do
lla

r 
va

lu
e 

o
f 

S
ou

th
 A

fr
ic

an
 l

is
te

d 
sh

ar
es

 d
ec

lin
ed

 b
y 

26
 p

er
 c

en
t 

be
tw

ee
n 

D
ec

em
be

r 
s 

1
9

9
7

 a
nd

 O
ct

o
b

e
r 

1
9

9
8

. 
N

o
n

-r
e

si
d

e
n

t 
in

ve
st

or
s,

 
e 

ho
w

ev
er

, 
co

nt
in

ue
d 

to
 i

nc
re

as
e 

th
ei

r 
eq

ui
ty

 h
ol

di
ng

s 
in

 
r, 

lis
te

d 
co

m
pa

ni
es

 d
ur

in
g 

th
e 

fir
st

 t
en

 m
on

th
s 

of
 1

99
8,

 
os

te
ns

ib
ly

 in
 c

om
pl

et
e 

di
sr

eg
ar

d 
of

 th
e 

de
cl

in
e 

in
 a

ss
et

 
va

lu
es

. 
y 

Th
e 

ov
er

al
l 

pu
bl

ic
-s

ec
to

r 
bo

rr
ow

in
g 

re
qu

ire
m

en
t, 

in
 

e 
ab

so
lu

te
 v

al
ue

 a
nd

 r
el

at
iv

e 
to

 g
ro

ss
 d

om
es

tic
 p

ro
du

ct
, 

de
cl

in
ed

 in
 t

he
 f

irs
t 

ha
lf 

o
f f

is
ca

l 
19

98
/9

9 
in

 c
om

pa
ris

on
 

i-
w

ith
 t

h
e

 s
a

m
e

 p
e

ri
o

d
 i

n 
th

e
 p

re
vi

o
u

s 
fis

ca
l 

ye
ar

. 
e 

S
im

ila
rly

, 
th

e 
de

fic
it 

be
fo

re
 b

or
ro

w
in

g 
an

d 
de

bt
 r

ep
ay

-
i-

m
en

t 
on

 t
he

 E
xc

he
qu

er
 a

cc
ou

nt
 a

s 
a 

ra
tio

 o
f 

gr
os

s 
Iy

 
do

m
es

tic
 p

ro
du

ct
, 

de
cr

ea
se

d 
fro

m
 t

he
 f

irs
t 

ha
lf 

of
 fi

sc
al

 
e 

19
97

/9
8 

to
 th

e 
fir

st
 h

al
f o

f f
is

ca
l 

19
98

/9
9.

 
e 

T
he

 M
in

is
te

r 
o

f 
F

in
an

ce
 i

nc
re

as
ed

 t
he

 p
ro

je
ct

ed
 

e 
de

fic
it 

on
 t

he
 n

at
io

na
l 

g
o

ve
rn

m
e

n
t's

 b
u

d
g

e
t 

fo
r 

th
e 

cu
rr

en
t 

fis
ca

l 
ye

ar
 f

ro
m

 3
,5

 p
er

 c
en

t 
of

 g
ro

ss
 d

om
es

tic
 

pr
od

uc
t 

to
 3

,9
 p

er
 c

en
t 

w
he

n 
th

e 
A

dj
us

tm
en

ts
 B

ud
ge

t 
e 

w
as

 s
ub

m
itt

ed
 t

o
 P

ar
lia

m
en

t 
on

 2
 N

ov
em

be
r 

19
98

. 
f 

T
h

is
 i

n
cr

e
a

se
 d

o
e

s 
n

o
t 

si
g

n
a

l 
a 

d
e

vi
a

ti
o

n
 f

ro
m

 
go

ve
rn

m
en

t's
 d

ef
ic

it 
re

du
ct

io
n 

pr
og

ra
m

m
e.

 
A

s 
sp

el
t 

o
u

t 
in

 t
h

e
 M

e
d

iu
m

 T
er

m
 E

xp
e

n
d

itu
re

 F
ra

m
e

w
o

rk
, 

go
ve

rn
m

en
t 

re
m

ai
ns

 f
irm

ly
 c

om
m

itt
ed

 t
o 

co
nt

ai
ni

ng
 t

he
 

bu
dg

et
 d

ef
ic

it 
to

 3
 p

er
 c

en
t 

of
 g

ro
ss

 d
om

es
tic

 p
ro

du
ct

, 
bu

t 
on

e 
fis

ca
l y

ea
r 

la
te

r t
ha

n 
or

ig
in

al
ly

 e
nv

is
ag

ed
. 

s 

3 



D
o

m
estic eco

n
o

m
ic d

evelo
p

m
en

ts 

D
o

m
estic o

u
tp

u
t 1) 

S
o

u
th

 A
frica

's real g
ro

ss d
o

m
e

stic p
ro

d
u

ct d
e

clin
e

d
 

in th
e

 th
ird

 q
u

a
rte

r o
f 1

9
9

8
. 

A
fte

r having increased a
t 

a se
a

so
n

a
lly a

d
ju

ste
d

 a
n

d
 a

n
n

u
a

lise
d

 q
u

a
rte

r-to


q
u

a
rte

r ra
te

 o
f 
~
 p

e
r c

e
n

t 
in

 
e

a
c
h

 
o

f th
e

 fo
u

r 
su

cce
ssive

 q
u

a
rte

rs u
p

 to
 th

e
 se

co
n

d
 q

u
a

rte
r o

f 
1

9
9

8
, real value a

d
d

e
d

 d
e

clin
e

d
 a

t a rate o
f a

b
o

u
t 2

~
 

p
e

r c
e

n
t in th

e
 th

ird
 q

u
a

rte
r. 

T
h

e
 le

ve
l o

f g
ro

s
s
 

d
o

m
e

stic p
ro

d
u

ct in th
e

 first th
re

e
 q

u
a

rte
rs o

f 1
9

9
8

 
w

a
s still a

b
o

u
t 
~
 p

e
r ce

n
t m

o
re

 th
a

n
 in th

e
 co

rre
s

p
o

n
d

in
g

 p
e

rio
d

 o
f th

e
 p

re
vio

u
s year. 

H
o

w
e

ve
r, fo

r 
1

9
9

8
 as a w

hole, e
co

n
o

m
ic g

ro
w

th
 is p

ro
je

cte
d

 to
 fall 

b
e

lo
w

 ~
 p

e
r cent. 

A
gricultural o

u
tp

u
t declined substantially in th

e
 third 

q
u

a
rte

r o
f 1 9

9
8

 w
hen the full im

p
a

ct o
f the sm

aller than 
e

x
p

e
c
te

d
 m

a
ize

 c
ro

p
 w

a
s
 fe

lt. 
C

u
rre

n
tly

 m
a

ize
 

p
ro

d
u

ctio
n

 in the 1
9

9
7

/9
8

 p
ro

d
u

ctio
n

 year is estim
ated 

at 7,6 m
illion to

n
s o

r a
b

o
u

t 25 per cent less than th
e

 
previous se

a
so

n
's cro

p
 of 10,1 m

illion tons. 
If th

e
 agri

cultural se
cto

r is excluded
, the real o

u
tp

u
t o

f the other 
se

cto
rs still d

e
clin

e
d

 a
t a se

a
so

n
a

lly a
d

ju
ste

d
 a

n
d

 
annualised rate o

f a
b

o
u

t 1 ~
 p

e
r ce

n
t in the third q

u
a

rte
r 

o
f 1

9
9

8
 co

m
p

a
re

d
 w

ith
 ste

a
d

y, virtu
a

lly u
n

ch
a

n
g

e
d

 
o

u
tp

u
t levels in th

e
 first tw

o
 quarters o

f the year. 

1) 
M

inor revisions w
ere m

a
d

e
 to

 the national a
cco

u
n

ts 
d

a
ta

 and incorporated in this issue o
f th

e
 Q

uarterly 
B

u
lle

tin
. 

T
h

e
se

 re
visio

n
s a

re
 b

a
se

d
 o

n
 m

o
re

 
detailed o

r m
o

re
 a

p
p

ro
p

ria
te

 d
a

ta
 th

a
t have been 

m
a

d
e

 available dU
ring 1998. 

M
ore com

prehensive 
re

visio
n

s a
re

 e
n

visa
g

e
d

 in th
e

 first h
a

lf o
f 1

9
9

9
 

w
hen m

o
st b

e
n

ch
m

a
rk estim

ates w
ill b

e
 evaluated 

afresh 

T
ab

le 1. 
R

eal 
g

ro
ss d

o
m

estic p
ro

d
u

ct 

T
otal real o

u
tp

u
t in th

e
 m

ining se
cto

r, w
h

ich
 h

a
d

 
co

n
tra

cte
d

 at seasonally adjusted and annualised rates 
o

f 4
~
 per cent in the first quarter o

f 1
9

9
8

 and ~
 per cent 

in th
e

 second quarter, declined further at an annualised 
rate o

f 2 per cent in the third quarter. 
T

he d
o

w
n

w
a

rd
 

tre
n

d
 in m

ining o
u

tp
u

t w
as evident in m

o
st of the m

ajor 
su

b
se

cto
rs, such as g

o
ld

 and coal. 
M

ining p
ro

d
u

cts 
w

ere adversely affected by w
e

a
k international dem

and, 
particularly from

 the depressed econom
ies in A

sia, and 
a severe slum

p in co
m

m
o

d
ity prices. 

T
he real o

u
tp

u
t o

f the m
anufacturing industry, w

hich 
a

cco
u

n
te

d
 fo

r 2
4

 p
e

r ce
n

t o
f to

ta
l g

ro
ss d

o
m

e
stic 

p
ro

d
u

ct in 1997, declined a
t a seasonally adjusted and 

a
n

n
u

a
lise

d
 rate o

f 5 p
e

r ce
n

t in th
e

 th
ird

 q
u

a
rte

r o
f 

1998, follow
ing so

m
e

w
h

a
t m

ore m
oderate declines o

f 
1 ~

 p
e

r ce
n

t in th
e

 first q
u

a
rte

r and 3 p
e

r ce
n

t in th
e

 
se

co
n

d
 q

u
a

rte
r. 

T
h

e
 w

e
a

kn
e

ss o
f m

a
n

u
fa

ctu
rin

g
 

p
ro

d
u

c
tio

n
 is e

xp
la

in
e

d
 b

y sh
a

rp
 in

cre
a

se
s in th

e
 

n
u

m
b

e
r o

f w
orkdays lost because o

f strikes and other 
form

s o
f labour unrest, th

e
 slo

w
d

o
w

n
 in the g

ro
w

th
 o

f 
a

g
g

re
g

a
te

 fin
a

l d
e

m
a

n
d

, w
e

a
k
 g

ro
w

th
 in e

x
p

o
rt 

d
e

m
a

n
d

, p
a

rticu
la

rly fro
m

 th
e

 F
ar E

ast, a
n

d
 ste

a
d

ily 
dim

inishing activity in the prim
ary sectors. 

T
he rate o

f 
capacity utilisation in m

anufacturing declined to
 8
0
~
 per 

ce
n

t in the first half of 1998. 
A

s recently as 1
9

9
5

 the 
capacity utilisation rate had been 8

3
~
 per cent. 

In th
e

 o
th

e
r se

co
n

d
a

ry se
cto

rs, th
e

 re
a

l va
lu

e
 

a
d

d
e

d
 b

y th
e

 se
cto

r su
p

p
lyin

g
 e

le
ctricity, g

a
s a

n
d

 
w

a
te

r d
e

clin
e

d
 slig

h
tly in th

e
 th

ird
 q

u
a

rte
r o

f 1
9

9
8

 
b

e
ca

u
se

 th
e

 u
n

u
su

a
lly m

ild
 w

in
te

r had re
d

u
ce

d
 th

e
 

d
e

m
a

n
d

 fo
r e

le
ctricity fo

r heating p
u

rp
o

se
s in S

o
u

th
 

A
frica

 and th
e

 n
e

ig
h

b
o

u
rin

g
 co

u
n

trie
s and th

e
re

 w
a

s 
a

lso
 a d

e
clin

e
 in th

e
 industrial co

n
su

m
p

tio
n

 o
f e

le
c

tricity. 
In addition, real value a

d
d

e
d

 b
y the co

n
stru

ctio
n

 
se

cto
r d

e
clin

e
d

 as th
e

 general slo
w

d
o

w
n

 in b
u

ild
in

g
 

P
ercentage change at seasonally adjusted and annualised rates 

1997 
1998 

S
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T
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G
ro

w
th

 in
 r

ea
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g
ro

ss
 d

o
m

es
ti

c 
p

ro
d

u
ct
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60
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2
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o -2
0 

-4
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10
 

8 6 4 2 o -2
 

-4
 

-6
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8 6 4 2 o -2
 

-4
 

-6
 

P
e

rc
e

n
ta

g
e

 c
h

a
n

g
e

 

19
93

 
19

94
 

19
95

 
19

96
 

19
97

 

-
Al

l 
se

ct
or

s 
-

P
rim

ar
y 

se
ct

or
s 

-
S

ec
on

da
ry

 s
ec

to
rs

 
-

Te
rt

ia
ry

 s
ec

to
rs

 
S

ea
so

na
lly

 a
d

ju
st

e
d

 a
n

n
u

a
lis

e
d

 r
at

es
 

19
98

 

a
n

d
 c

o
n

st
ru

ct
io

n
 a

ct
iv

it
ie

s 
w

a
s 

a
g

g
ra

va
te

d
 b

y 
th

e
 

re
la

tiv
el

y 
hi

gh
 le

ve
l 

of
 m

or
tg

ag
e 

in
te

re
st

 r
at

es
. 

T
he

 r
ea

l 
va

lu
e 

ad
de

d 
by

 t
he

 t
er

tia
ry

 s
ec

to
rs

 c
on

ti
nu

ed
 t

o
 i

nc
re

as
e 

in
 t

he
 t

hi
rd

 q
ua

rt
er

 o
f 

19
98

, 
al

be
it 

at
 

an
 a

nn
ua

lis
ed

 r
at

e 
o

f 
~
 p

er
 c

en
t 

w
hi

ch
 w

as
 s

ig
ni

fic
an

tly
 

lo
w

e
r 

th
an

 t
he

 g
ro

w
th

 o
f 

1 
~
 p

e
r 

ce
n

t 
in

 t
he

 s
e

co
n

d
 

qu
ar

te
r.

 
T

he
 s

u
b

d
u

e
d

 m
o

o
d

 i
n 

th
e 

bu
si

ne
ss

 s
e

ct
o

r 
an

d 
am

on
g 

co
ns

um
er

s 
sl

ow
ed

 t
he

 r
at

e 
o

f 
in

cr
ea

se
 i

n 
re

al
 v

al
ue

 a
dd

ed
 b

y 
m

o
st

 o
f t

he
 v

ar
io

us
 t

yp
es

 o
f t

er
tia

ry
 

ac
tiv

iti
es

. 
N

ev
er

th
el

es
s,

 t
he

 g
ro

w
th

 in
 r

ea
l 

va
lu

e 
ad

de
d 

by
 t

he
 t

ra
ns

po
rt

, 
st

or
ag

e 
an

d 
co

m
m

un
ic

at
io

ns
 s

ec
to

r 
w

as
 b

o
o

st
e

d
 b

y 
th

e 
ex

pa
ns

io
n 

o
f 

th
e

 t
e

le
co

m
m

u
n

i
ca

tio
ns

 n
et

w
or

k.
 

T
he

 r
el

at
iv

el
y 

hi
gh

 l
ev

el
s 

o
f 

ac
tiv

ity
 in

 
th

e 
eq

ui
ty

, 
bo

nd
 a

nd
 o

th
er

 fi
na

nc
ia

l 
m

ar
ke

ts
 s

up
po

rt
ed

 
fu

rt
he

r 
gr

ow
th

 i
n 

th
e 

se
ct

or
 f

or
 f

in
an

ce
, 

in
su

ra
nc

e,
 r

ea
l 

es
ta

te
 a

nd
 b

us
in

es
s 

se
rv

ic
es

, 
al

th
ou

gh
 g

ro
w

th
 s

lo
w

ed
 

to
 
lo

w
e

r 
le

ve
ls

 t
h

a
n

 
w

h
a

t 
h

a
d

 p
re

v
io

u
s
ly

 b
e

e
n

 
e

xp
e

ri
e

n
ce

d
. 

B
y 

co
n

tr
a

st
, 

re
al

 v
al

ue
 a

d
d

e
d

 b
y 

th
e

 
m

o
to

r 
tr

ad
e 

de
cl

in
ed

 in
 t

he
 t

hi
rd

 q
ua

rt
er

 o
f 

19
98

 a
s 

th
e 

g
re

a
te

r 
fi

n
a

n
ci

a
l 

b
u

rd
e

n
 o

f 
fi

n
a

n
ci

n
g

 h
ig

h
-v

a
lu

e
 

co
ns

um
er

 d
ur

ab
le

s 
be

ga
n 

to
 h

av
e 

an
 a

dv
er

se
 in

flu
en

ce
 

on
 m

ot
or

ca
r 

sa
le

s.
 

D
o

m
es

ti
c 

ex
p

en
d

it
u

re
 

A
ft

er
 a

gg
re

ga
te

 r
ea

l 
g

ro
ss

 d
om

es
tic

 e
xp

en
di

tu
re

 h
ad

 
de

cl
in

ed
 i

n 
th

e 
fir

st
 t

w
o

 q
ua

rt
er

s 
of

 1
99

8,
 i

t 
ro

se
 f

irm
ly

 
at

 a
 s

ea
so

na
lly

 a
dj

us
te

d 
an

d 
an

nu
al

is
ed

 r
at

e 
of

 6
 p

er
 

ce
n

t 
in

 t
h

e
 t

h
ir

d
 q

u
a

rt
e

r.
 

S
in

ce
 d

o
m

e
st

ic
 s

p
e

n
d

in
g

 
gr

ew
 d

ec
id

ed
ly

 fa
st

er
 th

an
 d

om
es

tic
 o

ut
pu

t,
 n

et
 fo

re
ig

n 
tr

ad
e 

in
 g

o
o

d
s 

an
d 

se
rv

ic
es

 m
ad

e 
a 

fu
rt

he
r 

ne
ga

tiv
e 

R
ea

l 
g
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ss

 d
o

m
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ti
c 
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p

en
d

it
u
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contribution to
 th

e
 g

ro
w

th
 o

f gross d
o

m
e

stic p
ro

d
u

ct: 
im

p
o

rts ro
se

 w
h

e
re

a
s e

xp
o

rts d
e

clin
e

d
. 

W
h

e
re

a
s 

q
u

a
rte

r-to
-q

u
a

rte
r g

ro
w

th
 in g

ro
ss d

o
m

e
stic e

xp
e

n


d
itu

re
 a

cce
le

ra
te

d
 in th

e
 th

ird
 q

u
a

rte
r o

f 1
9

9
8

, th
e

 
g

ro
w

th
 in g

ro
ss final d

e
m

a
n

d
 slo

w
e

d
 m

o
d

e
stly, im


p

lyin
g

 a sm
a

lle
r in

ve
n

to
ry d

isin
ve

stm
e

n
t in th

e
 th

ird
 

q
u

a
rte

r than in th
e

 second q
u

a
rte

r. 
R

eal private consum
ption expenditure g

re
w

 a
t a 

seasonally adjusted and annualised rate o
f ~

 per cent 
in th

e
 third q

u
a

rte
r o

f 1998, co
m

p
a

re
d

 w
ith 1 ~

 per cent 
in the se

co
n

d
 quarter. 

M
u

ch
 o

f th
e

 slo
w

d
o

w
n

 is a
c

co
u

n
te

d
 fo

r b
y a fall 

in th
e

 e
xp

e
n

d
itu

re
 on durables, 

p
a

rticu
la

rly p
u

rch
a

se
s o

f n
e

w
 m

o
to

r vehicles, w
h

ich
 

declined a
t an annualised rate o

f 21 
p

e
r cent. 

F
or th

e
 

th
re

e
 q

u
a

rte
rs to

 th
e

 e
n

d
 o

f S
e

p
te

m
b

e
r 1

9
9

8
, to

ta
l 

e
xp

e
n

d
itu

re
 o

n
 tra

n
sp

o
rt e

q
u

ip
m

e
n

t b
y h

o
u

se
h

o
ld

s 
w

a
s a

b
o

u
t 1

3
 p

e
r cent lo

w
e

r than in th
e

 co
rre

sp
o

n
d

in
g

 
period o

f 1997. 
R

eal outlays on furniture and house


hold appliances declined at a rate o
f 9 p

e
r cent in th

e
 

third q
u

a
rte

r o
f 1998, w

hile expenditure on sem
i-dura

ble g
o

o
d

s also declined slightly. 
C

o
n

su
m

p
tio

n
 expe~diture is d

e
te

rm
in

e
d

 less b
y 

te
m

p
o

ra
ry ch

a
n

g
e

s in 
in

co
m

e
 th

a
n

 b
y ch

a
n

g
e

s in 
p

e
o

p
le

's e
xp

e
cta

tio
n

s a
b

o
u

t in
co

m
e

 over their lifetim
e. 

N
e

ve
rth

e
le

ss, ch
a

n
g

e
s in 

cu
rre

n
t in

co
m

e
 w

ill a
ffe

ct 
c
o

n
s
u

m
p

tio
n

 a
s th

e
y h

a
ve

 an 
in

flu
e

n
ce

 o
n

 fu
tu

re
 

in
c
o

m
e

 a
n

d
 c

o
n

s
u

m
e

r co
n

fid
e

n
ce

. 
T

h
e

 va
lu

e
 o

f 
h

o
u

s
e

h
o

ld
 w

e
a

lth
 is a

n
 in

d
ic

a
tio

n
 o

f p
e

rm
a

n
e

n
t 

in
ve

stm
e

n
t in

co
m

e
, b

e
ca

u
se

 it re
p

re
se

n
ts e

xp
e

c
ta

tio
n

s o
f fu

tu
re

 in
co

m
e

 fro
m

 fin
a

n
cia

l a
sse

ts. 
B

y 
co

n
tra

st, o
u

tsta
n

d
in

g
 d

e
b

t re
d

u
ce

s th
e

 a
m

o
u

n
t o

f 
w

e
a

lth
 th

a
t ca

n
 

b
e

 d
e

v
o

te
d

 to
 h

o
u

s
e

h
o

ld
 c

o
n


su

m
p

tio
n

. 
A

ll th
re

e
 o

f th
e

se
 fo

rce
s w

o
rke

d
 a

g
a

in
st 

stro
n

g
 in

cre
a

se
s in co

n
su

m
p

tio
n

 e
xp

e
n

d
itu

re
 in th

e
 

third quarter: 
-

a
g

g
re

g
a

te
 h

o
u

se
h

o
ld

 real 
in

co
m

e
 g

re
w

 slo
w

ly as 
e

m
p

lo
ym

e
n

t g
ro

w
th

 virtually sta
g

n
a

te
d

 a
n

d
 co

n


su
m

e
r price inflation accelerated; 

T
ab

le 2. 
R

eal 
g

ro
ss d

o
m

estic exp
en

d
itu

re 

R
eal p

rivate co
n

su
m

p
tio

n
 exp

en
d

itu
re 

135 

130 

1 25 

120 

1 15 

110 

30 

25 

20 

15 

10 

R
 b

illio
n

s 

1993 
1994 

1995 
1996 

1997 

N
on-durable g

o
o

d
s plus services 

S
em

i-durable goods 
D

urable g
o

o
d

s 
S

ea
sonally adju

ste
d

 

1998 

share and b
o

n
d

 p
rice

s fell 
sharply, th

u
s re

d
u

cin
g

 
personal financial w

ealth; 
and 

-
c
o

n
s
u

m
e

r d
e

b
t a

s a p
e

rc
e
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~
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2 

3 
3 

1
~
 

3
~
 

6 
9
~
 

8 
D

om
estic final dem

and ................... 
2
~
 

3 
3 

3 
3
~
 

3
~
 

3 
2
~
 

C
hange in inventories (R

 billions)* .... 
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~
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~
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~
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~
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* C
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p
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1994 

1995 
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S
easonally adjusted 

a low
 level of 1

4
~
 per cent in the third quarter of 1998. 

S
om

e im
provem

ent in inventory m
anagem

ent te
ch


niques m

ight also have occurred. 

F
acto

r in
co

m
e 

T
he grow

th over four quarters in total nom
inal factor 

incom
e at m

arket prices decelerated from
 an average 

increase of about 9 per cent in the first tw
o quarters of 

1998 to 8 per cent in the third quarter. 
T

he slow
er 

grow
th in factor incom

e could be ascribed to w
eaker 

g
ro

w
th

 in 
th

e
 o

p
e

ra
tin

g
 

su
rp

lu
se

s o
f b

u
sin

e
ss 

enterprises w
hich w

as partially offset by so
m

e
w

h
a

t 
stronger grow

th in total labour rem
uneration. 

The year
o

n
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a
r g

ro
w

th
 in a

g
g
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g
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b

o
u

r re
m
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n
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ounted to 8
~
 per cent in the first three quarters of 
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9
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8

, w
h
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 w

a
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ig
h
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o
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d
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);2 p
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m

in
a
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p
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g

 
surpluses. 

A
s aggregate em

ploym
ent in the form

al 
sectors of the econom

y w
as considerably low

er in the 
first half o

f 1
9

9
8

 than in th
e

 first half o
f 1

9
9

7
, th

e
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in 
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o
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r re
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u

n
e

ra
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o
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b
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d
 to

 rising salaries and h
ig

h
e

r w
a

g
e

s p
e

r 
w

orker. 
G

row
th in the nom

inal gross operating surpluses of 
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, m
easured over periods of four 

quarters, slow
ed dow

n slightly from
 an average o

f 8 
per cent in the first half of 1998 to 7 per cent in the 
third quarter. 

This w
eaker grow

th w
as m

ainly due to a 
deterioration in th

e
 gross incom
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f farm

ers and a 
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general slo
w

d
o

w
n

 in p
ro

fit g
ro

w
th

 in all th
e

 m
a

jo
r 

sectors of the econom
y. 

Initial increases in the profit
ability of exporters in the m

ining and m
anufacturing 

sectors arising from
 the depreciation of the rand w

ere 
m

o
re

 than o
ffse

t b
y th

e
 sla

ckn
e

ss in 
in

te
rn

a
tio

n
a

l 
dem

and, particularly in Japan and other S
outheast 

A
sian countries. 

D
o

m
estic savin

g
 

The national propensity to save w
eakened further and 

the ratio of gross dom
estic saving to gross dom

estic 
p

ro
d

u
ct declined from

 
1
4
~
 per cent in the first tw

o
 

quarters of 1998 to 13 per cent in the third quarter. 
T

his lo
w

 savings ratio, w
h

ich
 is insufficient fo

r th
e

 
investm

ent and developm
ent needs of the econom

y, 
w

a
s th

e
 re

su
lt o

f in
cre

a
se

d
 d

issa
vin

g
 b

y g
e

n
e

ra
l 

governm
ent and w

eaker, though still positive, saving by 
the private sector. 

N
e

t d
is

s
a

v
in

g
 b

y g
e

n
e

ra
l g

o
ve

rn
m

e
n

t d
e

te


riorated from
 R

22,O
 billion (seasonally adjusted and 

annualised value) in the first tw
o

 tlu
a

rte
rs of 1

9
9

8
 to 

R
25,5 billion in the third quarter. 

A
s a percentage o

f 
g

ro
s
s
 d

o
m

e
s
tic

 p
ro

d
u

c
t, 

d
issa

vin
g

 b
y g

e
n

e
ra

l 
g

o
ve

rn
m

e
n

t increased from
 
3
~
 per cent in the first 

half o
f 1

9
9

8
 to 4 per cent in the third quarter. 

T
he 

w
e

a
ke

n
in

g
 in th

e
 sa

vin
g

s p
e

rfo
rm

a
n

ce
 o

f general 
governm

ent w
as prim

arily due to
 further increases in 

c
o

n
s
u

m
p

tio
n

 e
x
p

e
n

d
itu

re
 a

n
d

 h
ig

h
e

r in
te

re
s
t 

paym
ents, w

hich to
g

e
th

e
r increased faster than tax 

receipts. 
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u
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o
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9

9
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s 

o
p

e
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tin
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s 

sl
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ed
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n,

 o
r 

ev
en

 d
ec

lin
ed

, 
fo

r 
ex

am
pl

e 
in

 
th

e 
pr

im
ar

y 
se

ct
or

s 
of

 th
e 

ec
on

om
y.

 
C

on
se

qu
en

tly
, 

ne
t 

co
rp

or
at

e 
sa

vi
ng

 d
ec

lin
ed

 f
ro

m
 4
~
 p

er
 c

en
t 

o
f 

gr
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s 
do

m
es

tic
 p

ro
du

ct
 in

 t
he

 f
irs

t 
tw

o 
qu

ar
te

rs
 o

f 
19

98
 t

o 
3
~
 

pe
r 

ce
nt

 i
n 

th
e 

th
ird

 q
ua

rt
er

. 
H

ou
se

ho
ld

 s
av

in
g 

w
as

 
eq

ua
lly

 c
on

st
ra

in
ed

 b
y 

a 
de

si
re

 t
o 

m
ai

nt
ai

n 
co

ns
um

pt
io

n 
ha

bi
ts

 a
ga

in
st

 t
he

 b
a

ck
d

ro
p

 o
f 

ris
in

g 
d

e
b

t-
se

rv
ic

in
g

 
co

st
s 

an
d 

a 
sl

ow
do

w
n 

in
 r

ea
l 

in
co

m
e 

gr
ow

th
. 

A
s 

a 
p

e
rc

e
n

ta
g

e
 o

f 
g

ro
ss

 d
o

m
e

st
ic

 p
ro

d
u

ct
, 

h
o

u
se

h
o

ld
 

sa
vi

ng
s 

de
cl

in
ed

 s
lig

ht
ly

 f
ro

m
 t

he
 f

irs
t 

tw
o 

qu
ar

te
rs

 o
f 

19
98

 to
 a

 m
ar

gi
na

lly
 lo

w
er

 le
ve

l i
n 

th
e 

th
ird

 q
ua

rte
r. 

E
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w
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a
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g
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l 
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 d

o
m
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pr
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t 

si
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96
 h

as
 n

ot
 b

ee
n 

su
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es
sf

ul
 i

n 
lif

tin
g 

th
e 

em
pl

oy
m

en
t -

cr
ea

tin
g 

ca
pa

ci
ty

 o
f 

th
e 

S
ou

th
 A

fr
ic

an
 

ec
on

om
y.

 
In

 f
ac

t, 
th

e 
le

ve
l 

o
f 

ov
er

al
l 

em
pl

oy
m

en
t 

in
 

th
e 

fo
rm

al
 n

o
n

-a
g

ri
cu

ltu
ra

l 
se

ct
o

rs
 o

f 
th

e 
e

co
n

o
m

y 
d

e
cl

in
e

d
 p

e
rs

is
te

n
tly

 f
ro

m
 o

ne
 q

u
a

rt
e

r 
to

 t
h

e
 n

e
xt

 
d

u
ri

n
g

 1
9

9
6

 a
n

d
 1

9
9

7
. 

A
 f

u
rt

h
e

r 
d

e
cl

in
e

 i
n 

to
ta

l 
em

pl
oy

m
en

t 
oc

cu
rr

ed
 i

n 
th

e 
fir

st
 q

ua
rt

er
 o

f 
19

98
, 

bu
t 

th
is

 w
a

s 
fo

llo
w

e
d

 
b

y 
a 

m
a

rg
in

a
l 

in
cr

e
a

se
 a

t 
a 

se
as

on
al

ly
 a

dj
us

te
d 

an
d 

an
nu

al
is

ed
 r

at
e 

of
 1

 ,1
 p

er
 c

en
t 

in
 t

he
 s

ec
on

d 
qu

ar
te

r.
 

(T
he

 s
ec

on
d 

qu
ar

te
r 

of
 1

99
8 

is
 

th
e

 l
a

te
st

 p
e

ri
o

d
 f

o
r 

w
h

ic
h

 i
n

fo
rm

a
ti

o
n

 h
as

 b
e

e
n

 
re

le
as

ed
 b

y 
S

ta
tis

tic
s 

S
ou

th
 A

fri
ca

.) 
Th

e 
in

cr
ea

se
 i

n 
fo

rm
al

 n
on

-a
gr

ic
ul

tu
ra

l 
em

pl
oy

m
en

t 
fr

om
 t

he
 e

nd
 o

f 
th

e 
fir

st
 q

ua
rt

er
 o

f 
19

98
 t

o 
th

e 
en

d 
of

 

th
e

 s
e

co
n

d
 q

u
a

rt
e

r 
w

a
s 

n
o

t 
u

n
if

o
rm

ly
 d

is
tr

ib
u

te
d

 
ac

ro
ss

 a
ll 

se
ct

or
s 

of
 t

he
 e

co
no

m
y.

 
O

f 
th

e 
ei

gh
t 

m
ai

n 
se

ct
or

s 
id

en
tif

ie
d 

by
 S

ta
tis

tic
s 

S
ou

th
 A

fri
ca

, 
in

cr
ea

se
s 

w
er

e 
re

gi
st

er
ed

 in
 f

iv
e,

 n
am

el
y 

co
ns

tr
uc

tio
n;

 
w

ho
le

sa
le

, 
re

ta
il 

an
d 

m
ot

or
 tr

ad
e;

 
ca

te
rin

g 
an

d 
ac

co
m

m
od

at
io

n 
se

rv
ic

es
; 

tr
an

sp
or

t, 
st

or
ag

e 
an

d 
co

m
m

un
ic

at
io

n;
 

an
d 

co
m

m
un

ity
, 

so
ci

al
 a

nd
 p

er
so

na
l s

er
vi

ce
s.

 

T
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se
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er

e 
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ffs
et

 b
y 
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cl

in
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n 
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pl

oy
m

en
t 

in
 

m
in

in
g 

an
d 

qu
ar

ry
in

g;
 

m
an

uf
ac

tu
rin

g;
 

an
d 

el
ec

tr
ic

ity
 g

en
er

at
io

n.
 

Th
e 

de
cl

in
e 

in
 e

m
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oy
m

en
t 

in
 t

he
 f

or
m

al
 s

ec
to

rs
 o

f 
th

e 
e

co
n

o
m

y 
ov

er
 t

h
e

 p
as

t 
tw

o
 t

o
 t

hr
ee

 y
ea

rs
 w

as
 

e
ss

e
n

ti
a

lly
 t

h
e

 r
e

su
lt 

o
f 

st
e

p
s 

ta
ke

n
 b

y 
d

o
m

e
st

ic
 

pr
iv

at
e-

se
ct

or
 p

ro
du

ce
rs

 w
ho

 f
ac

ed
 s

tr
on

g 
de

m
an

ds
 

fo
r 

hi
gh

er
 r

ea
l 

w
ag

es
 i

n 
an

 i
nc

re
as

in
gl

y 
co

m
p

e
tit

iv
e

 
in

te
rn

a
tio

n
a

l 
e

n
vi

ro
n

m
e

n
t.

 
E

m
p

lo
ye

rs
 f

a
ci

n
g

 s
u

ch
 

d
e

m
a

n
d

s 
ca

n
 t

yp
ic

a
lly

 a
d

ju
st

 t
h

e
ir

 e
m

p
lo

ym
e

n
t 

pr
ac

tic
es

 in
 t

hr
ee

 d
iff

er
en

t 
w

ay
s:

 
(i)

 
A

cc
e

p
t 

th
e 

de
m

an
ds

 f
or

 h
ig

he
r 

re
al

 w
ag

es
. 

T
hi

s 
re

a
ct

io
n

 w
ill

 a
lm

o
st

 i
n

va
ri

a
b

ly
 l

ea
d 

to
 g

ro
w

in
g

 
nu

m
be

rs
 o

f 
lo

ss
-m

ak
in

g 
bu

si
ne

ss
es

 a
nd

 m
ig

ht
 a

ls
o 

in
du

ce
 e

m
pl

oy
er

s 
to

 i
nc

re
as

e 
o

u
tp

u
t 

pr
ic

es
 i

n 
an

 
at

te
m

pt
 t

o
 r

es
to

re
 p

ro
fit

ab
ili

ty
. 

In
 a

 d
is

in
fla

tio
na

ry
 

in
te

rn
a

tio
n

a
l 

e
n

vi
ro

n
m

e
n

t,
 t

h
is

 c
o

u
ld

 l
ea

d 
to

 a
 

co
nt

in
uo

us
 l

os
s 

o
f 

co
m

pe
tit

iv
en

es
s 

an
d 

de
cl

in
in

g 
pr

of
ita

bi
lit

y 
un

til
 f

irm
s 

ar
e 

fq
rc

ed
 t

o 
cl

os
e 

do
w

n.
 

(ii)
 

R
es

is
t 

th
e 

de
m

an
d 

fo
r 

hi
gh

er
 r

em
un

er
at

io
n 

of
 e

m


pl
oy

ee
s 

to
 m

ai
nt

ai
n 

or
 r

es
to

re
 a

nd
 i

m
pr

ov
e 

pr
of

ita


bi
lit

y,
 t

he
re

by
 p

re
se

rv
in

g 
ex

is
tin

g 
jo

bs
 a

nd
 p

os
si

bl
y 

cr
ea

tin
g 

ne
w

 e
m

pl
oy

m
en

t 
op

po
rt

un
iti

es
. 

(iii
) 

Im
pr

ov
e 

pr
od

uc
tiv

ity
 b

y 
in

ve
st

in
g 

in
 n

ew
 m

ac
hi

ne
ry

 
an

d 
e

q
u

ip
m

e
n

t 
an

d 
by

 r
ed

uc
in

g 
th

e
 s

iz
e 

o
f 

th
e

 
w

or
kf

or
ce

. 
T

hi
s 

w
ou

ld
 i

nc
re

as
e 

th
e 

ca
pi

ta
l 

in
te

n
si

ve
ne

ss
 o

f 
th

e 
pr

od
uc

tio
n 

te
ch

no
lo

gy
 u

se
d 

by
 t

he
 

fir
m

 a
nd

 l
ow

er
 it

s 
la

bo
ur

 in
te

ns
iv

en
es

s.
 

Th
e 

im
pr

ov
em

en
t 

o
f 

pr
od

uc
tiv

ity
 i

n 
th

e 
pr

od
uc

tio
n 

pr
oc

es
s 

ha
s 

ap
pa

re
nt

ly
 b

ee
n 

th
e 

ap
pr

oa
ch

 a
do

pt
ed

 b
y 

m
os

t 
bu

si
ne

ss
es

 in
 S

ou
th

 A
fr

ic
a 

si
nc

e 
19

96
. 

F
ac

ed
 b

y 
pe

rs
is

te
nt

 d
em

an
ds

 f
or

 h
ig

he
r 

re
al

 w
ag

es
 a

nd
 s

al
ar

ie
s,

 
em

pl
oy

er
s 

ha
ve

 r
ea

ct
ed

 b
y 

in
tr

od
uc

in
g 

m
or

e 
ca

pi
ta

l
in

te
ns

iv
e 

m
et

ho
ds

 o
f 

pr
od

uc
tio

n 
an

d 
by

 r
ed

uc
in

g 
th

e 
si

ze
 o

f 
th

ei
r 

w
or

kf
or

ce
. 

T
he

 o
ut

co
m

e 
w

as
 a

 d
ec

lin
e 

in
 

ag
gr

eg
at

e 
em

pl
oy

m
en

t 
an

d 
a 

ris
e 

in
 p

ro
d

u
ct

io
n

 p
er

 
w

or
ke

r.
 

T
he

 i
nc

re
as

ed
 d

em
an

d 
fo

r 
ca

pi
ta

l 
in

ve
st

m
en

t 
al

so
 e

xe
rt

ed
 u

p
w

a
rd

 p
re

ss
ur

es
 o

n 
th

e
 l

ev
el

 o
f 

re
al

 
in

te
re

st
 r

at
es

. 
A

lo
ng

si
de

 d
ec

lin
in

g 
em

pl
oy

m
en

t 
in

 t
he

 f
or

m
al

 n
on


ag

ric
ul

tu
ra

l 
pr

iv
at

e 
se

ct
or

 t
he

re
 w

er
e 

al
so

 e
ffo

rt
s 

in
 t

he
 

p
u

b
lic

 s
e

ct
o

r 
to

 c
on

ta
in

 t
he

 g
ro

w
th

 i
n 

co
n

su
m

p
tio

n
 

ex
pe

nd
itu

re
 b

y 
ge

ne
ra

l 
go

ve
rn

m
en

t 
an

d 
to

 i
m

pr
ov

e 
th

e 
e

ff
ic

ie
n

cy
 o

f 
p

u
b

lic
-s

e
rv

ic
e

 d
e

liv
e

ry
. 

A
s 

a 
re

su
lt,

 9 



e
m

p
lo

ym
e

n
t in the public se

cto
r generally declined 

fro
m

 th
e

 th
ird

 q
u

a
rte

r o
f 1

9
9

6
 -

a tre
n

d
 th

a
t w

a
s 

consistent w
ith governm

ent's intentions as enunciated 
in various public policy statem

ents, including G
E

A
R

. 
N

o
n

e
th

e
le

ss, th
e

 ra
tio

 o
f e

m
p

lo
ym

e
n

t b
y p

u
b

lic 
a

u
th

o
ritie

s to
 to

ta
l e

m
p

lo
ym

e
n

t in th
e

 form
al n

o
n


agricultural sectors increased from

 34,1 
per cent in the 

second quarter of 1996 to 36,0 per cent in the second 
quarter of 1998. 

T
he final results o

f the 1
9

9
6

 P
opulation C

ensus 
w

ere released by S
tatistics S

outh A
frica on 20 O

ctober 
1998. 

T
he census provides b

e
n

ch
m

a
rk values fo

r 
va

rio
u

s 
ke

y 
d

im
e

n
sio

n
s 

o
f 

th
e

 
S

o
u

th
 

A
frica

n
 

population. 
O

f the total population o
f 40,6 m

illion in 
1

9
9

6
, 1

3
,8

 m
illion w

ere fo
u

n
d

 to
 be e

co
n

o
m

ica
lly 

active. 
T

hose w
ith

o
u

t w
o

rk n
u

m
b

e
re

d
 4

,7
 m

illion, 
equivalent to 33,9 per cent of the econom

ically active 
population. 

T
his unem

ploym
ent rate is consistent w

ith 
the "w

ide definition" of unem
ploym

ent according to
 

w
hich those w

ho had not taken active steps to find 
w

o
rk are also co

u
n

te
d

, as p
a

rt o
f the e

co
n

o
m

ica
lly 

active population. 
O

fficial unem
ploym

ent as a percen-

N
o

n
-ag

ricu
ltu

ral em
p

lo
ym

en
t 

1
0

0
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1
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T
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P
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cto

r 
-

P
rivate se

cto
r 

S
easonally adjusted 

10 

tage o
f the econom

ically active population, w
hich is 

based on the prem
ise that potential w

orkers m
ust have 

taken active steps to
 find em

ploym
ent before being 

included in the econom
ically active population, w

as 
estim

ated at 21,6 per cent according to the findings of 
the 1996 O

ctober H
ousehold S

urvey. 
A

n
o

th
e

r in
d

ica
to

r o
f changes in u

n
e

m
p

lo
ym

e
n

t, 
n

a
m

e
ly ch

a
n

g
e

s in th
e

 to
ta

l n
u

m
b

e
r o

f re
g

iste
re

d
 

u
n

e
m

p
lo

ym
e

n
t b

e
n

e
ficia

rie
s o

f th
e

 U
n

e
m

p
lo

ym
e

n
t 

Insurance Fund (U
IF), accelerated from

 a year-on-year 
rate of increase of 1 ,2 per cent in the second quarter of 
1997 to 14,1 

per cent in the first quarter of 1998. 
A

t 
th

a
t tim

e
 th

e
 average n

u
m

b
e

r o
f U

IF b
e

n
e

ficia
rie

s 
totalled 273 000 com

pared w
ith 239 000 in the sam

e 
period o

f the previous year. 
N

ew
 registrations are 

reported to be at their highest level ever, signalling an 
inordinately high level o

f job losses in late 1997 and 
early 1998. 

The E
m

ploym
ent E

quity Bill of 1997 w
as placed on 

the statute book on 16 O
ctober 1998 as A

ct N
o. 55 of 

1
9

9
8

. 
T

he p
u

rp
o

se
 o

f th
e

 A
ct is to

 re
d

re
ss p

a
st 

inequities and to increase the representation of previously 
disadvantaged groups in the S

outh A
frican labour force. 

In term
s of this A

ct, em
ployers w

ho have m
ore than 50 

w
orkers, shall 

-
consult em

ployees about an em
ploym

ent equity plan; 
-

prepare a profile of the plan; 
-

im
plem

ent the plan; 
and 

-
re

p
o

rt a
n

n
u

a
lly to

 th
e

 D
e

p
a

rtm
e

n
t o

f L
a

b
o

u
r 

regarding the plan. 

C
om

pliance w
ith the E

m
ploym

ent E
quity A

ct w
ill be 

m
onitored by a part-tim

e com
m

ission, labour inspec
tors, the Labour C

ourt, the C
om

m
ission for C

o
n

ci
liation, M

e
d

ia
tio

n
 and A

rb
itra

tio
n

 and th
e

 d
ire

cto
r

general of the D
epartm

ent of Labour. 
T

he P
re
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e

n
tia

l Jo
b

s S
u

m
m

it w
a

s held on 3
0

 
O

ctober 1998. 
The intention w

ith this S
um

m
it w

as to 
bring governm

ent, the business com
m

unity and the 
organised labour m

ovem
ent together to seek w

ays of 
im

proving the e
m

p
lo

ym
e

n
t-cre

a
tin

g
 ca

p
a

city o
f the 

econom
y. 

C
onsensus w

as reached on a w
ide range of 

job-creating program
m

es, including 
-

the introduction of youth brigades to prom
ote youth 

em
ploym

ent; 
-

the refocusing of special em
ploym

ent program
m

es 
to

 target m
arginalised com

m
unities; 

-
proposals on housing provision w

hich included new
 

financial m
echanism

s to finance low
-cost housing; 

-
tourism

 initiatives; 
-

m
easures to address skills developm

ent; 
and 

-
the consolidation o

f existing projects into a m
ore 

coherent w
hole. 

Labour costs and productivity 
P

rice increases, w
hich m

ay be equated w
ith inflation in 

the short run, depend critically upon developm
ents in 

the labour m
arket and, in particular, on the behaviour 
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T
he pass-through from

 the depreciation of the rand 
and the attendant im

ported goods price increases to
 the 

prices of dom
estically produced goods w

as rather w
eak 

in the third quarter of 1998. 
T

he year-on-year increase in 
the prices o

f dom
estically produced goods accelerated 

only m
oderately from

 3,2 per cent in June 1998 to
 4,0 

per cent in A
ugust and 3,8 per cent in O

ctober. 
T

aking 
in

to
 co

n
sid

e
ra

tio
n

 th
e

 re
la

tive
ly stro

n
g

 in
cre

a
se

s in 
nom

inal unit labour costs and the rise in the prices o
f 

im
ported interm

ediate goods, som
e acceleration o

f the 
increase in the production price index can reasonably be 
expected. 

A
lternatively, co

st increases w
ill have to be 

absorbed by dom
estic producers. 

T
h

e
 o

ve
ra

ll co
n

su
m

e
r p

rice
 index, 

in
clu

sive
 o

f 
m

o
rtg

a
g

e
 interest paym

ents, rose b
y 9,1 

per ce
n

t in 
the tw

elve m
o

n
th

s to
 S

e
p

te
m

b
e

r 1
9

9
8

 co
m

p
a

re
d

 w
ith 

5
,0

 p
e

r ce
n

t in A
pril. 

S
ervices p

rice
 increases o

ve
r 

tw
e

lve
 m

o
n

th
s have b

e
e

n
 h

ig
h

e
r th

a
n

 g
o

o
d

s p
rice

 
in

cre
a

se
s sin

ce
 Ju

ly 1
9

9
8

, la
rg

e
ly b

e
ca

u
se

 o
f th

e
 

stro
n

g
 rise in interest paym

ents on m
o

rtg
a

g
e

 bonds. 
T

h
e

re
fo

re
, w

h
e

n
 co

re
 in

fla
tio

n
 is co

n
sid

e
re

d
, th

e
 

acceleration of year-on-year price increases w
as m

ore 

P
ro

d
u

ctio
n

 p
rice in

d
ex 
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P
ercentage change over one q

u
a

rte
r 

1993 
1994 

1995 
1996 

Total 
D

om
estically produced goods 

Im
ported goods 

S
easonally adjusted annual rates 

1997 
1998 

T
ab

le 3. 
P

ro
d

u
ctio

n
 p

rice in
d

ices 
P

ercentage change over tw
elve m

onths 

D
om

estically 
Im

ported 
A

ll 
produced 

goods 
goods 

goods 

1998: 
Jan ............... 

4,1 
-0,5 

3,2 
Feb ............... 

3,6 
-2,3 

2,5 
M

ar ............... 
3,3 

-1,9 
2,3 

A
pr ............... 

3,2 
1,3 

2,9 
M

ay .............. 
3,3 

-1,1 
2,4 

Jun ............... 
3,2 

0,9 
2,8 

Jul ................ 
3,5 

5,1 
3,7 

A
ug .............. 

4,0 
6,7 

4,5 
S

ep .............. 
3,7 

7,2 
4,3 

O
ct ............... 

3,8 
7,8 

4,5 

subdued. 
It rose from

 6,9 per cent in M
arch 1

9
9

8
 to

 
7,7 p

e
r ce

n
t in S

e
p

te
m

b
e

r. 
Indeed, m

easured from
 

q
u

a
rte

r to
 q

u
a

rte
r th

e
 s

e
a

s
o

n
a

lly
 a

d
ju

s
te

d
 a

n
d

 
annualised core inflation rate fell from

 11,1 
per cent in 

the second quarter o
f 1

9
9

8
 to

 6,2 per cent in the third 
quarter. 

T
he recent "o

n
e

-o
ff" increase in co

n
su

m
e

r prices 
b

e
ca

u
se

 o
f th

e
 sh

a
rp

 rise
 in 

m
o

rtg
a

g
e

 a
n

d
 o

th
e

r 
interest rates should n

o
t be seen as the beginning o

f a 
n

e
w

 co
n

tin
u

o
u

s p
h

a
se

 o
f rising inflation. 

D
o

m
e

stic 
d

e
m

a
n

d
 co

n
d

itio
n

s play an 
im

p
o

rta
n

t role a
lo

n
g

sid
e

 
in

p
u

t 
c
o

s
ts

, 
s
u

c
h

 
a

s 
la

b
o

u
r re

m
u

n
e

ra
tio

n
 

a
n

d
 

b
o

rro
w

in
g

 co
sts, in th

e
 p

ro
ce

ss o
f d

e
te

rm
in

in
g

 co
n


sum

er prices. 
O

ver alm
ost thirty years a relatively high 

level o
f co

n
su

m
e

r price inflation has been sustained by 

T
ab

le 4. 
P

rices o
f co

n
su

m
er g

o
o

d
s an

d
 services 

P
ercentage change over tw

elve m
onths 

1998: 
Jan ........ .. 
Feb ........ . 
M

ar ........ . 
A

pr ......... . 
M

ay ........ . 
Jun ......... . 
Jul .......... . 
A

ug ........ . 
S

ep ........ . 
O

ct. ........ . 

G
oods 

S
ervices 

O
verall 

C
ore 

item
s* 

5,7 
5,5 
5,5 
5,8 
5,9 
5,9 
6,0 
6,3 
6,6 
6,4 

5,5 
5,2 
5,3 
4,0 
4,2 
4,2 
7,5 
9,2 

11,8 
12,0 

5,6 
5,4 
5,4 
5,0 
5,1 
5,2 
6,6 
7,6 
9,1 
9,0 

7,2 
7,0 
6,9 
7,1 
7,3 
7,4 
7,2 
7,6 
7,7 
7,7 

* C
hange in the overall consum

er price index excluding the prices of 
fresh and frozen m

eat and fish, and of vegetables, fresh fruit and 
nuts; interest rates on m

ortgage bonds, overdrafts and personal 
loans; value-added tax and property taxes 
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f 

g
ro

w
th

 i
n 

d
o

m
e

st
ic

 d
e

m
a

n
d

 w
ill

 
de

te
rm

in
e 

th
e 

sl
ow

do
w

n 
in

 i
nf

la
tio

n 
in

 t
he

 f
irs

t 
ha

lf 
o

f 
19

99
. 

T
he

 s
lo

w
in

g 
ef

fe
ct

 o
f 

w
ea

ke
r 

gr
ow

th
 in

 d
em

an
d 

on
 o

bs
er

ve
d 

in
fla

tio
n 

w
ill 

be
 r

ei
nf

or
ce

d 
by

 s
lo

w
do

w
ns

 
in

 t
he

 r
at

e 
o

f 
in

cr
ea

se
 i

n 
th

e 
co

n
su

m
e

r 
pr

ic
e 

in
de

x,
 

st
e

m
m

in
g

 f
ro

m
 r

e
d

u
ct

io
n

s 
in

 i
nt

er
es

t 
ra

te
s 

an
d 

th
e

 
un

w
in

di
ng

 o
f t

he
 e

ffe
ct

s 
o

f t
he

 r
an

d'
s 

de
pr

ec
ia

tio
n.
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F
o

reig
n

 trad
e an

d
 p

aym
en

ts 

C
urrent acco

u
n

t 
T

he deficit on the current account of the balance o
f 

paym
ents, w

hich had co
n

tra
cte

d
 from

 R
14,1 

billion 
(seasonally a

d
ju

ste
d

 and annualised) in th
e

 fo
u

rth
 

quarter of 1997 to R
5,7 billion in the second quarter of 

1998, w
idened to R

17,8 billion in the third quarter. 
S

uch a deterioration in the current -account balance is 
co

n
siste

n
t w

ith
 a typ

ica
l "J-cu

rve
" re

sp
o

n
se

 to
 a 

cu
rre

n
cy d

e
p

re
cia

tio
n

. 
A

cco
rd

in
g

 to
 th

e
 J-cu

rve
 

hypothesis, the balance on the current a
cco

u
n

t w
ill 

initially deteriorate after a currency depreciation and is 
e

xp
e

cte
d

 to
 im

p
ro

ve
 o

n
ly a

fte
r so

m
e

 d
e

la
y as 

aggregate dem
and and production take tim

e to adjust 
to changes in relative prices. 

In the first three quarters of 1998 'the cum
ulative 

deficit on the current a
cco

u
n

t totalled R1 0,1 
billion, 

com
pared w

ith R
5,7 billion in the corresponding period 

of 1997. 
A

s a percentage of gross dom
estic product, 

the seasonally adjusted deficit on the current account 
increased from

 1,1 
per cent in the first half of 1998 to 

2,7 per cent in the third quarter. 
A

 sharp rise in the value of m
erchandise im

ports 
w

as the m
ain factor responsible for the deterioration in 

the balance on the current account in the third quarter 
of 1998. 

P
art of the rise in the value of im

ports during 
the third q

u
a

rte
r o

f 1
9

9
8

 w
as due to

 the declining 
exchange rate w

hich increased the prices in rand o
f 

im
ported goods. 

The value of exports also rose as a 
consequence of the depreciation of the rand, but this 
rise could not fully offset the increase in im

port values. 
N

et service and transfer paym
ents to the rest of the 

w
orld declined m

oderately in the third quarter of 1998, 
preventing an even greater deterioration in the current
account balance. 

T
he value o

f m
e

rch
a

n
d

ise
 im

p
o

rts (se
a

so
n

a
lly 

a
d

ju
ste

d
 and annualised) w

hich had show
n lim

ited 
grow

th from
 the third quarter of 1997 to the second 

Table 5. 
B

alance o
f paym

ents on current acco
u

n
t 

S
easonally adjusted and annualised 

R
 billions 

M
erchandise exports ........................... . 

N
et gold exports ................................... . 

M
erchandise im

ports 
N

et service and transfer paym
ents ...... . 

B
alance .............................................. . 

14 

1st 
qr 

107,7 
26,8 

-123,6 
-17,7 

-6,8 

2nd 
qr 

115,9 
24,7 

-128,6 
-17,3 

-5,3 

q
u

a
rte

r o
f 1

9
9

8
, rose e

xce
p

tio
n

a
lly stro

n
g

ly fro
m

 
R

134,7 billion in the second quarter of 1998 to R
163,0 

billion in the third quarter, i.e. 
by 21 

per cent. 
Firm

 
increases w

ere observed in the values of m
ost of the 

im
port categories, but particularly large increases w

ere 
registered in the m

anufactured goods category during 
the third quarter of 1998. 

P
ronounced increases w

ere 
re

co
rd

e
d

 in th
e

 su
b

ca
te

g
o

rie
s fo

r m
a

ch
in

e
ry and 

electrical equipm
ent, m

ore particularly electronic and 
te

le
co

m
m

u
n

ica
tio

n
s e

q
u

ip
m

e
n

t, a
n

d
 ve

h
icle

 a
n

d
 

tra
n

s
p

o
rta

tio
n

 
e

q
u

ip
m

e
n

t 
w

h
ich

 
in

clu
d

e
d

 
th

e
 

a
cq

u
isitio

n
 o

f a n
e

w
 p

a
sse

n
g

e
r a

ircra
ft b

y S
o

u
th

 
A

frican A
irw

ays. 
T

he physical quantity of goods im
ported rose by 

6
~
 per cent from

 the second to the third quarter of 
1998. 

The factors prim
arily responsible for the rise in 

th
e

 vo
lu

m
e

 o
f m

e
rch

a
n

d
ise

 im
p

o
rts b

e
tw

e
e

n
 th

e
 

se
co

n
d

 a
n

d
 th

e
 th

ird
 q

u
a

rte
r o

f 1
9

9
8

 w
e

re
 th

e
 

persistently high level of real aggregate final dem
and 

in th
e

 e
co

n
o

m
y, th

e
 o

n
e

-o
ff e

ffe
ct o

f th
e

 a
ircra

ft 
p

u
rch

a
se

, 
p

rio
r c

o
m

m
itm

e
n

ts
 

in 
te

rm
s
 

o
f th

e
 

expansion of the telecom
m

unications netw
ork, export 

co
n

tra
cts o

f a
u

to
m

o
b

ile
 m

a
n

u
fa

ctu
re

rs re
q

u
irin

g
 

im
p

o
rte

d
 in

te
rm

e
d

ia
te

 g
o

o
d

s a
n

d
 e

q
u

ip
m

e
n

t a
n

d
 

early im
p

o
rta

tio
n

 o
f g

o
o

d
s and e

q
u

ip
m

e
n

t to
 b

e
a

t 
higher prices later. 

S
low

 im
port grow

th in the first half 
of the year, nevertheless, ensured that the volum

e of 
im

ported goods in the first three quarters of 1998 w
as 

only 1,8 per cent higher than in the co
rre

sp
o

n
d

in
g

 
period of 1997. 

Im
port price increases w

ere rather subdued in the 
first half of 1998 as inflation w

as kept at low
 levels in 

tra
d

in
g

-p
a

rtn
e

r countries and international oil prices 
rem

ained depressed. 
T

hese disinflationary forces w
ere 

co
u

n
te

re
d

, b
u

t only m
o

d
e

stly so, 
by a m

ild d
e

p
re


ciation of the rand by about 4 per cent in the first four 
and a half m

o
n

th
s of 1998. 

In the third q
u

a
rte

r o
f 

1998, how
ever, the full im

pact of the sharp decline in 
th

e
 n

o
m

in
a

l e
ffe

ctive
 e

xch
a

n
g

e
 ra

te
 o

f th
e

 ra
n

d
 

betw
een the m

iddle of M
ay and 6 July w

as felt; 
im

port 

1997 

3rd 
qr 

115,3 
26,0 

-132,1 
-18,2 

-9,0 

4th 
qr 

117,6 
25,7 

-139,0 
-18,4 

-14,1 

1st 
qr 

124,2 
25,5 

-139,1 
-18,5 

-7,9 

1998 

2nd 
3rd 

qr 
qr 

126,3 
137,1 

23,0 
26,9 

-134,7 
-163,0 

-20,3 
-18,8 

-5,7 
-17,8 



pr
ic

es
 a

cc
or

di
ng

ly
 r

os
e 

on
 a

ve
ra

ge
 b

y 
1
3
~
 p

er
 c

en
t 

fro
m

 t
he

 s
ec

on
d 

to
 th

e 
th

ird
 q

ua
rte

r. 
T

he
 v

al
ue

 o
f 

m
e

rc
h

a
n

d
is

e
 e

xp
o

rt
s 

ro
se

 f
ro

m
 a

 
se

as
on

al
ly

 a
dj

us
te

d 
an

d 
an

nu
al

is
ed

 v
al

ue
 o

f 
R

12
6,

3 
bi

ll 
io

n 
in

 
th

e
 s

e
c 

0 
n 
~ 

q
u

a
 rt

 e
 r 

o
f 

1 
9

9
8

 t
o

R
 1

 3
7

 , 1
 

bi
lli

on
 i

n 
th

e 
th

ird
 q

ua
rt

er
. 

T
hi

s 
re

pr
es

en
ts

 a
 q

ua
rt

er


to
-q

u
a

rt
e

r 
in

cr
ea

se
 o

f 
8}

:; 
pe

r 
ce

nt
. 

T
he

 p
ri

ce
s 

o
f 

e
xp

o
rt

 p
ro

d
u

ct
s,

 
m

an
y 

o
f 

w
hi

ch
 a

re
 d

et
er

m
in

ed
 i

n 
fo

re
ig

n 
cu

rr
en

cy
, 

be
ne

fit
ed

 f
ro

m
 t

he
 d

ep
re

ci
at

io
n 

of
 

th
e 

ra
nd

. 
N

ot
 s

ur
pr

is
in

gl
y,

 t
he

 a
ve

ra
ge

 r
an

d 
pr

ic
es
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T
he volum

e o
f m

erchandise exports declined by 
som

e 3
~
 per cent in the third quarter o

f 1998. 
T

he 
w

eak econom
ic conditions in countries in A

sia had a 
strong contractionary effect on g

ro
w

th
 in overall real 

e
xp

o
rts. 

T
he share o

f e
xp

o
rts d

e
stin

e
d

 fo
r A

sian 
co

u
n

trie
s as a p

e
rce

n
ta

g
e

 o
f to

ta
l m

e
rch

a
n

d
ise

 
e

xp
o

rts accordingly shrank from
 3

0
 per ce

n
t in the 

first th
re

e
 q

u
a

rte
rs o

f 1
9

9
7

 to
 2

4
 p

e
r ce

n
t in th

e
 

c
o

rre
s
p

o
n

d
in

g
 

p
e

rio
d

 
o

f 
1

9
9

8
. 

M
in

in
g

 
a

n
d

 
a

g
ricu

ltu
ra

l co
m

m
o

d
itie

s, 
in 

p
a

rticu
la

r, w
e

re
 b

a
d

ly 
affected by the decline in real incom

e and spending 
in the A

sian econom
ies. 

T
he value of net gold exports at seasonally adjusted 

and annualised rates, fell from
 R

25,5 billion in the first 
quarter o

f 1998 to R
23,0 billion in the second quarter, 

but then recovered strongly to R
26,9 billion in the third 

quarter. 
T

he increase in the third quarter o
f 1998 could 

be attributed to the higher rand prices received for gold 
e

x
p

o
rts

 a
n

d
 an 

in
cre

a
se

 in 
th

e
 vo

lu
m

e
 o

f g
o

ld
 

exported. 
A

lthough the average fixing price of gold on 
th

e
 L

o
n

d
o

n
 m

a
rke

t d
e

clin
e

d
 fro

m
 U

S
$

3
0

0
 p

e
r fine 

ounce in the second quarter o
f 1998 to U

S
$288 per 

fine ounce in the third quarter, the rand equivalent o
f 

the gold price m
oved from

 R1 
551 

per fine ounce to
 

R1 
7

9
0

 p
e

r fine ounce over th
e

 sam
e period. 

T
he 

dollar price of gold advanced to $296 per fine ounce in 
O

ctober 1998, w
hile the rand price retreated to R1 714 

per fine ounce as the rand recovered som
e of its earlier 

R
eal m

e
rc

h
a

n
d

is
e

 im
p

o
rts

 a
n

d
 e

x
p

o
rts

 

100 
R

 billions 

80 

6
0

 

4
0

 

1
9

9
3

 
1

9
9

4
 

1
9

9
5

 
1

9
9

6
 

1
9

9
7

 
1

9
9

8
 

-
Im

ports 
-

Exports 
C

o
n

sta
n

t 1 9
9

0
 prices 

S
easonally adjusted and annualised 

16 

losses against the dollar. 
M

ore or less unchanged gold 
o

u
tp

u
t 

a
n

d
 

th
e

 
se

llin
g

 
o

f 
g

o
ld

 
th

a
t 

h
a

d
 

b
e

e
n

 
accum

ulated over previous quarters caused 
a rise of 

5
~
 per cent in the physical quantity o

f gold exports 
from

 the second to the third quarter o
f 1998. 

N
e

t se
rvice

 a
n

d
 tra

n
s
fe

r p
a

y
m

e
n

ts
 to

 n
o

n


residents (seasonally adjusted and annualised), w
hich 

had increased to
 R

20,3 billion in the second quarter, 
d

e
clin

e
d

 to
 R

18,8 billion in th
e

 th
ird

 quarter. 
T

his 
im

p
ro

ve
m

e
n

t in th
e

 d
e

ficit on th
e

 services a
cco

u
n

t 
w

as caused by an increase o
f R

2,1 
billion in services 

receipts w
hich w

as higher than the rise o
f R

O
,6 billion 

in 
se

rvice
 p

a
ym

e
n

ts. 
M

o
re

 sp
e

cifica
lly, in

cre
a

se
s 

w
e

re
 re

co
rd

e
d

 in 
se

rvice
 re

ce
ip

ts fro
m

 p
a

sse
n

g
e

r 
fares and investm

ent incom
e on outw

ard investm
ents 

re
ce

n
tly m

a
d

e
 b

y S
o

u
th

 A
frica

n
 in

d
ivid

u
a

ls a
n

d
 

co
rp

o
ra

te
s. 

T
h

e
 m

ild
 in

cre
a

se
 in 

p
a

ym
e

n
ts fo

r 
services w

ere due to
 the higher level o

f foreign trade 
a

n
d

 
th

e
 

a
s
s
o

c
ia

te
d

 
p

a
y
m

e
n

ts
 

fo
r 

fre
ig

h
t 

a
n

d
 

insurance, and higher interest paym
ents

-because o
f 

the increased foreign-debt exposure o
f S

outh A
frican 

business concerns. 

C
ap

ital acco
u

n
t 

O
ne of the m

any repercussions of the turbulence in the 
international financial m

arkets and the sharp decline in 
the external value of the rand, w

as a drastic turnaround 
in th

e
 capital a

cco
u

n
t o

f th
e

 balance o
f paym

ents. 

T
a

b
le

 6. 
N

e
t cap

ital m
o

vem
en

ts n
o

t related
 to

 
reserves 

R
 billions 

Long-term
 capital 

P
ublic authorities 

P
ublic corpora
tions 

M
onetary 

sector 
P

rivate sector ....... 
T

otal long-term
 

capital ............... .. 
S

hort-term
 capital 

M
onetary sector ... 

O
ther, including 
unrecorded 

1997 
1998 

1 st 
2nd 

3rd 
4th

 
1 st 

2nd 
3rd 

q
r 

qr 
qr 

qr 
qr 

qr 
qr 

1,0 
12,2 

2,1 
-2,5 

6,2 
1,9 

-4,7 

1 ,4 
4,8 

0,8 -0,2 
0,9 

1 ,9 
0,3 

-0,2 
-0,1 

-0,3 -0,2 
-0,6 

-0,4 
-3,9 

2,0 
-2,0 

5,7 
5,5 

9,8 
7,0 

6,0 

4,2 14,9 
8,3 

2,6 16,3 1 0,4 
-2,3 

2,3 
3,3 

-4,5 
0,0 

-1,7 
1,7 

1,9 

transactions........ 
-2,7 

-5,2 
-2,3 -0,7 

-4,6-10,3 
-5,0 

Total short-term
 

cap
ital................. 

-0,4 
-1,9 

-6,8 -0,7 
-6,3 

-8,6 
-3,1 

Total capitaL.......... 
3,8 13,0 

1,5 
1,9 10,0 

1,8 -5,4 
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th

ir
d 

qu
ar

te
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T

hi
s 

o
u

tf
lo

w
 o

f 
ca

pi
ta

l 
w

as
 a

cc
ou

nt
ed

 f
or

 b
y 

o
u

tf
lo
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governm
ent securities. 

T
hese flow

s w
ere dom

inated 
by the financing arrangem

ents for the acquisition o
f 

the new
 passenger aircraft by S

outh A
frican A

irw
ays. 

T
he m

onetary se
cto

r experienced a net outflow
 o

f 
long-term

 capital am
ounting to R

3,9 billion in the third 
q

u
a

rte
r. 

T
his ca

m
e

 m
ainly fro

m
 th

e
 a

cq
u

isitio
n

 o
f 

offshore assets by locally dom
iciled banks. 

The m
ovem

ent of international long-term
 capital to the 

dom
estic private sector declined from

 a net am
ount of 

R
7,0 billion in the second quarter of 1998 to R

6,0 billion 
in the third quarter. 

T
he m

ain forces behind the net 
inflow

 of long-term
 capital to the non-bank private sector 

w
ere a substantial am

ount of foreign direct investm
ent 

into th
e

 co
u

n
try and co

n
tin

u
in

g
 p

u
rch

a
se

s by n
o

n


resident investors of equity through the Johannesburg 
S

tock E
xchange. 

The nervousness am
ong international 

investors about the quality o
f investm

ent in em
erging 

m
arkets obviously did not deter equity investm

ents in 
S

outh A
frica during the third quarter of 1998. 

S
hort-term

 capital m
ovem

ents (not related to
 inter

national reserves b
u

t including unrecorded tra
n

sa
c

tions) o
u

t o
f th

e
 co

u
n

try continued unabated in th
e

 
third quarter o

f 1998. 
The intensity o

f these outflow
s 

subsided in the third quarter o
f 1998 

w
hen the outflow

 
o

f short-term
 capital w

as R
3,1 

billion, com
pared w

ith 
R

8,6 billion in the previous quarter. 
T

he private banks 
w

ere prom
inently involved in these m

ovem
ents: 

during 
th

e
 second quarter o

f 1
9

9
8

 the outstanding foreign 
short-term

 liabilities of banks increased by R
1,7 billion 

and in the third quarter by R
1,9 billion, m

ainly through 
increased foreign-currency denom

inated deposits by 
n

o
n

-re
sid

e
n

ts. 
T

hese inflow
s o

f sh
o

rt-te
rm

 capital 
w

ere, 
how

ever, com
pletely countered by changes in 

the leads and lags in foreign paym
ents and receipts by 

o
th

e
r entities in view

 o
f the w

eakening o
f th

e
 rand, 

w
hich led to a decline in the short-term

 liabilities of the 
p

riva
te

 n
o

n
-b

a
n

kin
g

 se
cto

r a
n

d
 an in

cre
a

se
 in th

e
 

short-term
 foreign assets o

f these institutions, i.e. an 
outflow

 of short-term
 capital. 

F
o

reig
n

 d
e

b
t 

S
outh A

frica's total outstanding foreign d
e

b
t declined 

from
 U

S
$39,2 billion at the end o

f D
ecem

ber 1997 to
 

U
S

$38,8 billion at the end of June 1998. 
O

w
ing to the 

sharp depreciation of the rand against the dollar in the 
first half o

f 1998, the rand value o
f total external debt 

rose from
 R

190,8 billion at the end of 1997 to R
228,9 

billion at the end o
f June 1998. 

T
he country's foreign-currency denom

inated d
e

b
t 

declined by 1 ~ per cent from
 U

S
$25,2 billion at the end 

of 1997 to U
S

$24,8 billion by the m
iddle of 1998. 

The 
dollar equivalent o

f rand-denom
inated debt, in turn, 

rem
ained unchanged at U

S
$14,0 billion over the sam

e 
period. 

M
easured in rands, 

how
ever, n

o
n

-re
sid

e
n

t 
in

ve
sto

rs in
cre

a
se

d
 th

e
ir h

o
ld

in
g

s o
f fixe

d
-in

te
re

st 
securities from

 R
50,6 billion at the end o

f D
ecem

ber 
1997 to

 R
59,9 billion at the end o

f June 1998. 
F

oreign d
e

b
t as a percentage o

f gross d
o

m
e

stic 

18 

T
a

b
le

 7. 
F

o
reig

n
 d

e
b

t o
f S

o
u

th
 A

frica 
U

S
$ billions at end of year 

1
9

9
4

 1
9

9
5

 1
9

9
6

 1
9

9
7

 1998* 

R
enegotiated d

eb
t .......... 

3,4 
3,0 

2,7 
2,5 

2,3 
P

ublic sector ............... 
0,8 

1,1 
1,3 

1,2 
1,2 

M
onetary sector ........... 

1,0 
0,7 

0,3 
0,2 

0,1 
N

on-m
onetary 

private sector .............. 
1,6 

1,2 
1,1 

1,1 
1,0 

O
th

er foreign-
cu

rren
cy-d

en
o

m
i-

nated d
eb

t ..................... 
18,3 

22,4 
23,3 

22,7 
22,5 

P
ublic sector ................ 

3,4 
4,5 

4,7 
4,2 

3,5 
M

onetary sector ........... 
3,9 

4,9 
6,6 

7,5 
8,4 

N
on-m

onetary 
private sector ................ 

4,5 
6,3 

5,9 
5,7 

5,4 
B

earer bonds and notes 
2,7 

3,8 
4,0 

4,0 
4,2 

C
onverted long-

term
 loans .................... 

3,8 
2,9 

2,1 
1,3 

1,0 
Total foreign-

cu
rren

cy-d
en

o
m

i-
nated d

eb
t ..................... 

21,7 
25,4 

26,0 
25,2 

24,8 
R

an
d

-d
en

o
m

in
ated

 
d

eb
t ................................ 

8,0 
9,9 

8,5 
14,0 

14,0 
B

onds ........................... 
5,3 

7,3 
6,3 

10,4 
10,2 

O
ther ............................ 

2,7 
2,6 

2,2 
3,6 

3,8 

Total foreign d
eb

t ............ 
29,7 

35,3 
34,5 

39,2 
38,8 

* A
s at end of June 

product increased m
arginally from

 30,4 per cent at the 
end of 1997 to 30,9 per cent at the end o

f June 1998. 
S

hort-term
 foreign-currency denom

inated debt w
ith an 

unexpired m
aturity of less than 12 m

onths constituted 
a

b
o

u
t 5

5
,9

 p
e

r ce
n

t o
f to

ta
l fo

re
ig

n
-c

u
rre

n
c
y


denom
inated debt at the end of June 1998. 

T
he com


p

a
ra

b
le

 ra
tio

 a
t th

e
 e

n
d

 o
f D

e
ce

m
b

e
r 1

9
9

7
 w

a
s 

m
arginally higher at 56,0 per cent. 

F
o

reig
n

 reserves 
T

he joint effect of deficits on the current and the capital 
a

cco
u

n
ts o

f th
e

 b
a

la
n

ce
 o

f p
a

ym
e

n
ts had b

e
e

n
 a 

decline o
f R

11,3 billion in the country's n
e

t g
o

ld
 a

n
d

 
o

th
e

r foreign reserves during the third quarter o
f 1998. 

T
his m

eant that the change in 
t~e country's net gold 

and other foreign reserves am
ounted to

 a decline of 
R

3,6 billion in the first three quarters o
f 1998. 

T
his 

decline contrasts w
ith a buildup in the net gold and 

o
th

e
r foreign reserves am

ounting to
 R

10,9 billion in 
1997. 

In O
ctober 1998, the net gold and other foreign 

reserves of the R
eserve B

ank rose by R
O

,5 billion. 
S

outh A
frica's gross g

o
ld

 a
n

d
 other foreign reserves, 

w
hich had increased by R

18,6 billion in the first half of 
1998, declined by R1 0,1 billion in the third quarter. 

A
t the 
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D
aily 

dom
estic producers im

plied by the real depreciation of 
th

e
 rand m

ay co
n

trib
u

te
 to

 a future recovery in th
e

 
econom

y, provided that dom
estic cost increases can 

be sufficiently contained to
 sustain the gains in com

pe
titiveness. 

A
s indicated in T

able 8 the rand has recently also 
a

p
p

re
cia

te
d

 a
g

a
in

st a n
u

m
b

e
r o

f A
sian currencies. 

S
in

ce
 th

e
 e

n
d

 o
f 1

9
9

7
, h

o
w

e
ve

r, th
e

 ra
n

d
 h

a
s 

depreciated against m
ost o

f the A
sian currencies and 

thus regained som
e of the com

petitive ability that had 
been forfeited w

hen these currencies depreciated so 
strongly in the second half o

f 1997. 
T

he net average daily tu
rn

o
ve

r in the m
arket fo

r 
foreign exchange, w

hich had increased sharply from
 

U
S

$3,8 billion in the first quarter of 1998 to U
S

$10,9 
billion in the second quarter w

hen the turm
oil in the 

S
outh A

frican financial m
arkets erupted, declined again 

to
 U

S
$

9
,8

 billion in the th
ird

 q
u

a
rte

r o
f 1

9
9

8
. 

T
he 

gradual return of stability to the m
arket w

as m
arked by 

a decline in average net daily turnover from
 a high o

f 
U

S
$13,4 billion in June 1998 to U

S
$1 0,1 billion in July, 

U
S

$
9

,7
 b

illio
n

 
in 

A
u

g
u

st a
n

d
 

U
S

$
9

,5
 b

illio
n

 
in 

S
eptem

ber. 
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terest rates an
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fin
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cial m
arkets 

M
o

n
ey su

p
p

ly 
The broadly defined m

oney supply (M
3) expanded rapidly 

in the first nine m
onths o

f 1998, fluctuating in a range 
betw

een 15,0 per cent and 19,4 per cent. 
These annual 

grow
th rates w

ere substantially higher than the upper 
lim

it of the guideline range of betw
een 6 and 1 ° per cent 

w
hich the R

eseN
e B

ank has indicated as one of a set of 
indicators that w

ould be m
onitored to guide decisions on 

m
onetary policy. 

T
he year-on-year g

ro
w

th
 in M

3 seem
ed to

 have 
slackened som

ew
hat from

 19,4 per cent at the end of 
the second quarter of 1998 to 16,7 per cent at the end 
of the third quarter. 

T
his apparent slow

dow
n w

as not 
co

rro
b

o
ra

te
d

 by changes in the seasonally adjusted 
q

u
a

rte
rly average value o

f M
3. 

T
he g

ro
w

th
 in th

e
 

quarterly values of M
3, w

hich had tapered off from
 an 

annualised 23,1 
per cent in the fourth quarter of 1997 

to
 1

4
,3

 p
e

r ce
n

t in th
e

 se
co

n
d

 q
u

a
rte

r o
f 1

9
9

8
, 

accelerated sharply to 18,8 per cent in the third quarter. 
T

he possibility that this and past rapid m
oney grow

th 
could feed through into higher future inflation, continues 
to pose a threat to consistently low

er inflation. 
B

road 
m

oney grow
th w

ill need to
 decline further to

 rem
ain 

consistent w
ith the objective o

f low
 and stable inflation. 

T
he increase in the m

oney supply exceeded the 
grow

th in the nom
inal gross dom

estic product for the 

M
3

 m
o

n
ey su

p
p

ly 
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B
a

n
k's involvem

ent in the forw
ard foreign-exchange 

m
arket w

ere an im
portant accounting counterpart o

f 
the increase in M

3. 
(S

ee table 11). 

T
ab

le 11. A
cco

u
n

tin
g

 co
u

n
terp

arts o
f ch

an
g

es 
in M

3
 

R
 billions 

1998 

1st 
2nd 

3rd 
q

r 
qr 

qr 

N
et foreign assets ................... 

5,8 
-5,0 

-15,9 
N

et claim
s on governm

ent 
sector ..................................... 

-2,5 
11,8 

5,1 
G

ross claim
s ...................... 

-1,2 
4,4 

6,6 
D

eposits (+ decrease, 
-

increase) ........................ 
-1,3 

7,4 
-1,5 

C
laim

s on private sector .......... 
17,3 

23,5 
8,3 

N
et other assets ...................... 

-7,5 
-8,2 

11,7 

T
o

tal ch
an

g
e in M

3 ............... 
13,1 

22,1 
9,2 

22 

C
red

it extension 
T

h
e

 ra
te

 o
f in

cre
a

se
 o

ve
r tw

e
lve

 m
o

n
th

s in 
to

ta
l 

d
o

m
e

stic cre
d

it e
xte

n
sio

n
 b

y th
e

 m
o

n
e

ta
ry se

cto
r 

declined from
 16,6 per cent in D

ecem
ber 1997 to 14,3 

per cent in M
arch, be.1ore accelerating to 21,7 per cent 

in A
ugust 1998. 

T
otal dom

estic credit grow
th over one 

year then fell b
a

ck to
 1

9
,3

 per ce
n

t in S
e

p
te

m
b

e
r 

1998. 
The quarter-to-quarter seasonally adjusted and 

annualised g
ro

w
th

 rate in the average level o
f total 

credit extension accelerated from
 16,0 per cent in the 

first quarter of 1998 to
 24,1 

per cent in the second 
quarter and 23,4 per cent in the third quarter. 

T
he relatively rapid rate o

f credit extension in the 
th

ird
 q

u
a

rte
r o

f 1
9

9
8

 w
a

s m
a

in
ly th

e
 re

su
lt o

f an 
increase in the grow

th of credit extended to the non
bank private sector. 

The tw
elve-m

onth grow
th rate in 

credit extended to the private sector accelerated from
 

1
3

,3
 per ce

n
t in January 1

9
9

8
 to

 1
7

,5
 p

e
r ce

n
t in 

A
u

g
u

st; 
it 

th
e

n
 

re
ce

d
e

d
 

to
 

1
5

,3
 

p
e

r 
ce

n
t 

in 
S

eptem
ber. 

T
hese annual grow

th rates w
ere higher 

than the inflation rate as m
easured by changes in the 

co
n

su
m

e
r price index, b

u
t the increase in inflation

a
d

ju
ste

d
 cre

d
it e

xte
n

sio
n

 o
ve

r tw
e

lve
 m

o
n

th
s has 

recently decelerated from
 10,3 per cent in June 1998 

to 5,8 per cent in S
eptem

ber 1998. 
A

n analysis of m
onetary institutions' claim

s on the 
private sector by type o

f credit show
s that the grow

th 
in cre

d
it extended to

 the private se
cto

r in the third 
quarter consisted m

ainly of overdrafts a
n

d
 other loans 

C
red
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bond prices gained m
om

entum
 as m

onetary conditions 
w

ere tightened in order to
 stabilise the S

outh A
frican 

financial m
arkets and after th

e
 R

ussian governm
ent 
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n
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n

ce
d
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rin
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f all ro
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b
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denom

inated debt. 
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s increased fro
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 o
f 1

2
,6

7
 p

e
r ce

n
t 

on 1 7 A
pril 1

9
9

8
 -

its low
est level since M

ay 1994 -
to

 16,44 per cent on 6 July. 
T

here w
as a brief lull in 

th
e

 u
p

w
a

rd
 m

o
ve

m
e

n
t o

f rates b
e

fo
re

 b
o

n
d

 yields 
began to rise strongly from

 the beginning of A
ugust to 

an average level of 20,09 per cent on the 28th of that 
m

onth. 
In the ensuing w

eeks, bond yields receded to 
15,66 per cent on 30 O

ctober 1998 as norm
ality w

as 
restored in the financial m

arkets and the risk assessm
ent 

of S
outh A

frica by a prom
inent international rating agency 

tu
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d
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t to
 b
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vo
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n
th

ly average yield on long-term
 

governm
ent bonds increased from

 12,9 per cent in A
pril 

1998 to 18,3 per cent in S
eptem

ber, w
hich w

as higher in 
nom

inal and inflation-adjusted term
s than rates recorded in 

the afterm
ath of the announcem

ent o
f the foreign-debt 

standstill. 
In O

ctober 1998 bond prices rose again, taking 
the average yield on long-term

 governm
ent bonds dow

n to 
16,5 per cent in that m

onth. 
M

ovem
ents in nom

inal interest rates prim
arily reflect 

changes in expected real interest rates and changing 
e
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e

cta
tio

n
s o

f in
fla
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n

. 
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A
verage consum

er price inflation in 1999 is 
expected to

 be about half a percentage point higher 
th

a
n

 th
e

 e
xp

e
cte

d
 in

fla
tio

n
 in 

1
9

9
8

. 
T

he u
p

w
a

rd
 

adjustm
ent in inflation expectations w

as sm
aller than 

the net rise in the average m
onthly yield on long-term

 
governm

ent bonds betw
een A

pril and O
ctober 1998, 

im
plying an increase in real yields o

f betw
een 2 and 2

~
 

percentage points. 
M

aking use of actually observed 
inflation rates as an indication o

f inflation expectations, 
th

e
 a

ve
ra

g
e

 in
fla
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governm

ent bonds increased from
 6,2 per cent in the 
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s to
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8

 to
 8,3 per cent in th
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ay to
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8
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an increase o
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slightly m
ore than 2 percentage points. 

T
his rise in real 

interest rates m
ay reflect concerns about a possible 

deterioration in the dom
estic savings rate, as reflected 

in th
e

 w
idening deficit on the C

!Jrrent account o
f the 

balance o
f paym

ents and also th
e

 reversal o
f inter

national capital m
ovem

ents from
 inflow

s to
 the country 

to outflow
s from

 the country. 
S

outh A
frica

's classification, by foreign p
o

rtfo
lio

 
m

anagers, as an em
erging m

arket resulted in a closer 
correspondence betw

een the m
ovem

ent o
f dom

estic 
bond yields and those of other em

erging m
arkets (see 

accom
panying graph). 
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terest rates* 

P
er cent 
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1993 
1994 

1995 
1996 

1997 
1998 

P
rim

e overdraft rate 
-

B
ank rate/repurchase rate from

 9 M
arch 1998 

-
B

ankers' acceptances of three m
onths 

*E
nd of m

onth 

percentage point in m
id-O

ctober and by three-quarters 
of a percentage point on 9 N

ovem
ber 1998. 

T
hese 

steps noticeably increased the dispersion of m
ortgage 

interest rates charged by individual banks. 
The predom

inant retail rate on tw
elve-m

onth fixed 
deposits w

ith banks displayed a pattem
 broadly sim

ilar to 
th

a
t o

f m
o

rtg
a

g
e

 rates and w
as in

cre
a

se
d

 by fo
u

r 
percentage points -

in tw
o

 steps o
f tw

o
 percentage 

points at a tim
e -

from
 12,5 per cent in June 1998 to 

16,5 per cent in A
ugust. 

T
he sta

n
d

a
rd

 interest rate 
applicable to loans granted from

 the S
tate R

evenue Fund 
w

as raised in five steps from
 13 per cent in M

ay 1998 to 
18,5 per cent on 1 O

ctober, but w
as then low

ered to 
1

6
,5

 p
e

r ce
n

t 
on 

1 
N

o
ve

m
b

e
r. 

T
h

e
 m

a
xim

u
m

 
perm

issible finance charges rates, as laid dow
n in term

s 
of the U

sury A
ct, w

ere raised by four percentage points 
on 21 A

ugust 1998 to 33 per cent per annum
 in respect 

of m
oney lending, credit and leasing transactions of m

ore 
than R

6 000 but less than R
500 000, and 36 per cent for 

am
ounts of up to R

6 000. 

M
o

n
ey m

arket 
M

oney m
arket conditions tightened considerably in the 

se
co

n
d

 q
u

a
rte

r o
f 1

9
9

8
 and rem

ained tig
h

t for the 
greater part of the third quarter. 

The m
onthly average 

liq
u

id
ity p

ro
vid

e
d

 b
y th

e
 R

eserve B
a

n
k p

e
a

ke
d

 at 
R

11,4 billion in June 1998 and then gradually declined 

26 

to
 R

8
,3

 b
illio

n
 in 

S
e

p
te

m
b

e
r a

n
d

 R
6

,0
 b

illio
n

 in 
O

ctober. 
The daily outstanding am

ount of repurchase 
transactions betw

een the R
eserve B

ank and private 
banks reached an upper tum

ing point of R
15,1 

billion 
on 26 M

ay 1998 and then declined, on balance, to a 
low

 of R
5,3 billion on 15 O

ctober. 
The easing in m

oney m
arket conditions during the 

th
ird

 quarter of 1
9

9
8

 w
as m

ainly related to
 deficits 

arising from
 the R

eserve B
a

n
k's transactions in the 

fo
rw

a
rd

 fo
re

ig
n

 e
xch

a
n

g
e

 m
a

rke
t. 

In to
ta

l, a n
e

t 
am

ount of R
6,6 billion w

as added to m
oney m

arket 
liquidity through the B

ank's foreign-exchange activities 
in the third quarter of 1998, follow

ing a contractionary 
im

pact of R
12,7 billion in the second quarter. 

T
h

e
 R

e
se

rve
 B

a
n

k's o
p

e
ra

tio
n

s in th
e

 m
o

n
e

y 
m

arket during the third quarter of 1998 w
ere aim

ed at 
stabilising dom

estic m
onetary conditions against the 

backdrop of unsettled international financial m
arkets. 

To this end, the B
ank adopted a cautious approach 

and, through the daily auction system
, provided less 

liquidity than the estim
ated requirem

ent for the day. 
O

nly w
hen it becam

e apparent that the global m
arkets 

w
ere regaining stability, w

as the B
ank prepared to relax 

its vigilance against potential financial instability. 
The 

daily underprovision of liquidity w
as kept at betw

een 
R

500 m
illion and R

100 m
illion in A

ugust 1998 and w
as 

reduced to R
100 m

illion during m
ost of S

eptem
ber. 

O
n 14 O

cto
b

e
r 1

9
9

8
 th

e
 daily u

n
d

e
rp

ro
visio

n
 w

as 
reduced from

 R
100 m

illion to R
50 m

illion and from
 16 

O
ctober the liquidity requirem

ent has been fully m
et. 

T
o

tal liq
u

id
ity p

ro
vid
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 b

y R
eserve B

an
k 

R
 billions 
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c
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 o
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s from
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9
9
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805 billion in 

the third quarter. 
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ctio
n

s in 
bonds declined from
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are m
arket 

C
apital-raising activities by p

riva
te

-se
cto

r co
m

p
a

n
ie

s 
during 1998 continued to

 reflect a preference for equity 
fin

a
n

cin
g

 ra
th

e
r th

a
n

 d
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f d
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r o
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-0,7 
R

edem
ption of S

ection 239 debt* ..................... 
-0,2 

Transfer from
 IM

F accounts** ............................ 
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jectio
n
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1999/ 
2000/ 

2001/ 
2000 

2001 
2002 

R
 billions 

N
ational B

udget revenue .......... 
191,3 

206,2 
220,1 

N
ational B

udget expenditure ... 
216,5 

229,6 
245,0 

D
eficit before borrow

ing ........... 
25,2 

23,4 
24,9 

P
rim

ary surplus ........................ 
22,8 

27,6 
29,1 

P
ercen

tag
e o

f g
ro

ss 
d

o
m

estic p
ro

d
u

ct 

N
ational B

udget revenue .......... 
26,9 

26,8 
26,5 

N
ational B

udget expenditure ... 
30,5 

29,9 
29,5 

D
eficit before borrow

ing ........... 
3,5 

3,0 
3,0 

P
rim

ary surplus ........................ 
3,2 

3,6 
3,5 

G
overnm

ent's com
m

itm
ent to

 the containm
ent o

f 
grow

th in spending over the next three fiscal years is 
in

d
ica

te
d

 in the a
cco

m
p
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n

yin
g
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G

o
ve

rn
m

e
n

t 
re

m
a

in
s co

m
m

itte
d

 to
 th

e
 re

d
u

ctio
n

 o
f th

e
 b

u
d

g
e

t 
d

e
ficit to

 th
e

 e
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u
iva

le
n

t o
f 3

,0
 p

e
r ce

n
t o

f g
ro

ss 
dom

estic product, but intends to achieve that goal one 
year later than previously intended. 
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