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A PERSPECTIVE 
THE 2013/14 PRE-BUDGET ECONOMIC AND BUSINESS 

OUTLOOK 
- A BIRD’S EYE VIEW 

 
• The year 2012 was disappointing for SA’s economic performance – for 

both external and internal reasons. 
 

• GDP growth probably about 2 ½ % last year. 
 

• A ‘tale of two deficits’ emerging 
• Fiscal 
• Trade 
 

• Relatively low levels of business and investor confidence 
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IMPACT OF GLOBAL DEVELOPMENTS 
 
 
 

• Negative impact of slowdown in Eurozone on SA exports.  Europe 
will not be a ‘locomotive’ for some years 
 

• Global economy may now be past its cyclical low point 
 

• US economy growing faster and China’s economic growth rate 
stable 
 

• Modest global growth expectations all-round for 2013, except for 
a few EM high flyers still doing 7% 
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SA highly exposed to the weakest spot in the world economy – the Eurozone 
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 Over the years SA has remained within modest 3%-3.5% growth – economy 
has grown at less than half the rate of its emerging market peers over past five 
years – SA must unlock its true potential 

 
 BUSA believes it necessary now to distinguish between: 

 
 Factors over which SA has little or no control, e.g. Global economy 
 Factors over which SA does have control, e.g. Domestic policies 

 
 BUSA agrees that through the National Development Plan (NDP) SA must now 

tackle internal challenges to build an economy which is stronger, bigger and 
better 
 

 Numerous structural problems are of our own making; Marikana tragedy, 
industrial unrest have ripple effects on economy 
 

 Economic consequences have fed into economic and fiscal outlook: growth, 
tax revenues, exchange rate, debt ratios and unemployment 5 



• 2013 economic growth will remain positive but unbalanced.   
• Structural imbalances and lower productivity are increasing 

obstacles. 
• GDP growth in 2013 about 2.6%, but with downside risks 
• Inflation at upper end of target range due to cost-push factors 

and exchange rate 
• Continuing but so far manageable deficit on current account of 

balance of payments.  Financing the deficit may be ‘challenging’ 
says SARB 

• Interest rates likely to remain unchanged for most of 2013, 
perhaps even into 2014 

• Relative low levels of investor and business confidence but 
SONA and Budget speech may improve business mood. 
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Employment levels have improved marginally but full 
consequences of the strikes still to filter through 



Underlying trends in employment unsustainable – 
jobs mainly being created within the public sector 
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Capital expenditure by private sector remain below 
previous peaks 
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The mismatch between output & spending clear in a large 
current account deficit 



Ratings downgrades are an issue – if inflows reverse 
circumstances could deteriorate dramatically 
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Consequently, the rand is taking the bulk of the pain 



• The rand is no longer a reliable gauge of global risk appetite 
 

• The rand is more relevant to perceptions of investment risk in 
SA 
 

• A weaker rand is helpful to exporters but is not an economic 
panacea 
 

• Domestic policy is now under scrutiny 
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FORECASTS 
2010 2011 2012 2013 2014 2015 

GDP growth % 3.1 3.5 2.5 2.5 3.4 3.5 

Current account as a % of GDP -2.8 -3.4 -6.2 -6.6 -6.2 -5.8 

Prime interest rates 9.00 9.00 8.50 9.00 10.00 10.50 

Inflation (CPI, average) 4.3 5.0 5.6 5.7 5.7 5.9 
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• Labour market unrest is likely to remain a key feature of 2013, together 
with related output losses.  The mini-Budget in October estimated that 
the strikes in mining since the beginning of 2012 had cost about 0.3%of 
the growth expected last year. It was this that mostly made SA vulnerable 
in 2012 and may recur in 2013, though not necessarily in the same 
sectors. 
 

• Even on the most favourable assumptions, the risk is one of a ‘low growth 
trap’ for SA of about 3%, provided labour disturbances remain minimal.  
For much higher economic growth we will have to wait until, say mid-
decade, depending on successful implementation of the NDP, speedy roll-
out of the infrastructural programme and the global economy. 
 

• Administered prices remain on average well in excess of the upper end of 
the inflation target range, and there is as yet no clarity about the new 
Eskom tariffs to be implemented later in the year.   
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• Fiscal stance must remain in line with the messages of the 2012/13 Budget in 
February 2012 and the mini-Budget in October 2012 to strengthen business and 
investor confidence 
 

• Continue to enhance certainty and predictability in fiscal policy 
 

• A ‘surprise-free’ Budget- no tax ‘shocks’. MTBPS suggested taxes may be 
increased should economy not recover  –  other forms of revenue may be found.  
Any tax increases should not have a negative impact on investment, growth and 
employment – a business-friendly approach should be an essential part of the 
Budget speech. 

 
• Be increasingly aligned with the NDP and growing the economy for the benefit of 

all South Africans 
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• Possibility that economic slowdown has widened the fiscal deficit somewhat as 
tax revenues decline 
 

• At the nine-months stage of the fiscal year it appeared as if the deficit to GDP 
ratio may exceed the 4.8% given in the ‘mini-Budget’, perhaps to about 5.1% 
(unless there has been considerable under spending) 
 

• Although SA’s public finances are still comparatively sound, the Budget may then 
delay the date for returning to the conventional yardstick of 3% of GDP beyond 
2014/15 
 

• The Budget must help to prevent another ratings downgrade.  Negative investor 
perceptions could result in higher borrowing costs and  decline in short-term 
capital inflows needed to finance the trade deficit. 
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1. Budget statement should therefore provide definitive confirmation of the limits 
that SA’s debt to GDP ratio of fiscal deficit should not exceed – essential for 
confidence and capital markets.  SA’s headline fiscal ratios may appear safe but this 
can mask vulnerabilities – margin for error in an uncertain world.   
 

2. SA must avoid debt service costs and wages absorbing too large a proportion of 
government resources.  (Already about 52%) .  Like ‘tax-and-spend,’ ‘borrow-and-
spend’ also has its limits. 
 

3. The overall renewed message of fiscal discipline in the MTBPS must be reinforced.  
BUSA supports the broadly conservative approach to state spending, but remains 
concerned by rising public sector wage bill – importance of the right balance 
between consumption and investment spending by State 
 

4. Rolling out infrastructure projects – improving state capacity and mobilising private 
sector capacity essential – to maximise impact. 
 

5. Effective role for public-private sector partnerships needed 
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• A NEED TO REMIND THE NATION THAT FINANCIAL RESOURCES ARE FINITE 
 

• SA DOES NOT WANT TO BECOME A ‘TAX-AND-SPEND’ ECONOMY 
 

• FISCAL POLICY SHOULD BE INCREASINGLY ALIGNED WITH THE NDP 
 

• NARROW THE GAP BETWEEN TALK AND ACTION 
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The essential problem is that the talk and the action differ 
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