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World Bank forecasts released in June suggest even 

lower global growth of -5.2% 

• Global economic recovery will

rebound in a V-shaped recovery,

similar to IMF prediction

• However, as forecast by the IMF, the

world economy will take time to

recover to its pre-recession level

• This is consistent with long-lasting

scarring effects associated with

deep recessions

• This recession has incredibly high

levels of synchronisation globally

with more than 90% of countries

likely to experience recession in

2020 (85% in Great Depression).

• Other estimates for SA for 2020

range from -7% (SARB) and -7.5%

(OECD) to -9% (Citi Bank)
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Region/Country/Pe

rcentage
2019e 2020f 2021f

World 2.4 -5.2 4.2

Advanced 

economies
1.6 -7.0 3.9

United 

States
2.3 -6.1 4.0

Euro Area 1.2 -9.1 4.5

Japan 0.7 -6.1 2.5

Developing 

economies
3.5 -2.5 4.6

China 6.1 1.0 6.9

Russia 1.3 -6.0 2.7

Brazil 1.1 -8.0 2.2

India3 4.2 -3.2 3.1

Sub-Saharan 

Africa
2.2 -2.8 3.1

South 

Africa
0.2 -7.1 2.9

Source: World Bank
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Domestic indicators suggest activity has been hard hit 

by COVID

• Manufacturing PMI corrected to

neutral 50pt level in May on

expectations of improving activity –

but sector remains under pressure

– New sales orders, business

activity and expected business

activity all remain below 50,

signalling contraction

– Weak domestic and global

growth and demand, evidenced

by plummeting employment

• Vehicle sales remain very low

Manufacturing PMI

Source: ABSA; BER
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Vehicle sales and vehicle exports

Source: NAAMSA
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Broad-based declines in confidence and activity across 

sectors

4 Source: BER

BCI (% satisfied)

Building Manufacturing Retail Wholesale Motor Total*

19Q2 30 22 28 42 17 28

19Q3 23 16 17 29 22 21

19Q4 31 24 30 28 17 26

20Q1 15 17 18 25 16 18

20Q2 2 6 11 4 2 5

↓ Lowest since  

1986Q3             

↓ Record low ↓ Lowest since 

1991Q3

↓ Record low ↓ Lowest since 

1976Q4

↓ Record low

Activity (% up less % down = net %)

Building 

activity

Manufacturing 

production

Retail sales 

volumes

Wholesale 

sales volumes

Motor sales 

volumes

Total*

19Q2 -56 -32 -37 -27 -78 -46

19Q3 -68 -25 -40 -50 -63 -49

19Q4 -49 -18 -35 -39 -63 -41

20Q1 -72 -37 -48 -47 -63 -53

20Q2 -91 -77 -57 -88 -100 -83

↓ Record low ↓ Record low ↓ Lowest since 77Q4 ↓ Record low ↓ Record low ↓Record low

* Unweighted average across sectors
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Other high frequency data showing declines in April
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Sep-19 Dec-19 Mar-20 Mar Apr May

Prices

    Consumer prices (y/y) 4,1 3,7 4,4 4,1 - -

    Producer Prices (y/y) 4,5 2,9 4,1 3,3 - -

    Export prices (y/y) -1,3 -2,9 5,7 9,0 - -

    Import prices (y/y) -8,9 -11,9 -6,5 -7,2 - -

Production 

    Manufacturing Production (q/q saar; m/m) -4,8 -1,3 - - - -

    Mining Production  (q/q saar; m/m) -3,8 1,5 - - - -

    Electricity  (q/q saar; m/m) -7,3 -6,6 -4,4 -2,1 -16,6 -

    Wholesale sales (q/q saar;m/m) 10,3 -11,6 - - - -

Households

    Retail sales (q/q saar;m/m) -0,1 2,4 - - - -

    Motor trade sales (q/q saar;m/m) 0,2 -7,4 - - - -

    New car sales (y/y) -3,2 -0,7 -12,6 -29,7 -98,4 -68,1

    Private Credit Extension (y/y) 6,7 6,6 6,0 7,7 7,4 -

    Household Credit Extension (y/y) 6,6 6,6 6,0 5,8 4,5 -

Trade

    Exports (y/y) 1,8 -0,2 12,4 12,4 -48,8 -

    Imports (y/y) 0,1 -2,2 -1,0 -6,2 -17,9 -

    Trade Balance (R bn) 1,8 7,4 11,6 23,9 -35,0 -

Sentiment Indicators

    Purchasers Manager Index 47,2 47,6 45,9 48,1 46,1 50,2

    Leading Economic Index 103,9 104,0 103,4 104,0 - -

    SACCI Business Confidence Index 91,2 92,5 91,6 89,9 77,8 -

    RMB/BER Business Confidence Index 21 26 18 - - -

    FNB/BER Consumer Confidence Index -7 -7 -9 - - -
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Source: TIPS - calculated from Yoco Small Business Recovery Monitor - SME turnover 

relative to the first two weeks of March, average for week 

Small business turnover

A slight recovery is underway – but the bounce back 

remains very low relative to pre-COVID

6 Source: TIPS - calculated form Eskom System Adequacy reports

• SMEs still struggling to recover –

a turnover index of 59% means

that current revenues only

represent 59% of the pre-

lockdown level

• Average monthly turnover is

approximately R20 000pm – but

on average has only recovered to

approximately R12 000pm

– Even worse in Western and

Eastern Cape

• Demand for electricity rising

slowly, but not back to pre-lock

down levels

Weekly electricity sent out
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Weaker short term activity comes after a decade of 

slow growth

Source: Stats SA and National Treasury7
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The gap between main budget revenue and expenditure is widening
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Á The fiscal gap 
has grown wider 
as buffers have 
weakened

Á The gap over the 
MTEF remains 
wider than pre-
crisis levels going 
forward

Á Substantial fiscal 
measures are 
required to 
ensure stability 
and avoid a debt 
crisis
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Three phased response required to mitigate growth 

risks

• Phase 1: Preserve

– Targeted support to vulnerable households, firms and financial system to ensure social 

stability 

– Massive health care response (testing, ventilators, etc.)

• Phase 2: Recover

– Health care response continues

– Restart economy while controlling health risks to avoid a total collapse in employment, 

investment and production 

– Support for households, firms and financial system continues – augmented by efforts to 

raise investment and employment

– Fiscal reprioritisation towards productive activities and in support of social obligations

• Phase 3: Economic Recovery Plan

– Electricity market reform and large scale infrastructure investment

– Accompanying economic reform package, focusing on competitiveness and exports 

– Serious reform of SOEs, especially in network industries such as transport 
9
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Annexure A: What are the structural constraints to 

growth?
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Productivity relative to the rest of the world been poor
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SA productivity relative to selected countries

Source: OECD, NT calculations

• Weak productivity growth undermines potential growth and leads to declining per 
capita incomes
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South Africa needs external demand to drive growth

• Domestic market is not big enough to create enough employment and wealth for 

all our people 

• Exports are critical – but remain low as share of GDP

– Dominated by minerals, but manufactured exports to the rest of Africa have improved

12

SA’s share of world trade
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The composition and efficacy of our spending remains 

a challenge
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Spending as % GDP • Government spending has 
overtaken investment as a 
share of nominal GDP

– Much of this increase has 
been driven by the wage 
bill, squeezing out goods 
and services spend 

• Investment has begun to 
decline as an overall share 
following a resurgence in the 
2000s

• This has negative implications 
for future potential growth

• Poor value for money in SOC investment spending is not taken into account with 
these numbers or the negative impact on growth

Source: SARB Quarterly Bulletin; National Treasury
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South Africa has lost competitiveness

• SA’s relative position has 
worsened and our 
competitiveness is deteriorating 
over time

– Other countries placing us 
under pressure as they catch 
up

• Our high cost of doing business 
is a particular problem –
especially related to our network 
industries (ports, rail, telecoms)

• And cumbersome regulations  
not adequately streamlined
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Declining competitiveness a big part of problem

Source: GCR; National Treasury
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Securing competitiveness is critical to raise growth

• Supporting 
competitiveness helps 
increase exports

– Exporters pay more, 
employ more people 
and innovate more

– And when they 
invest, they tend to 
hire more people 
rather than replace 
them

• Even in a low-global 
growth environment, 
supporting 
competitiveness reduces 
costs and allows 
households to purchase 
more with less
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Competitive economies are richer

• Low competitiveness hurts our exports and reduces the 
ability of small businesses to break into the market

• Which in turn reduces our ability to innovate and lower 
the cost of living
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THANK YOU
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