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The Month in Review = \)

Navigating South Africa's Economic Horizon in 2024: Challenges and Opportunities

In 2024 economic growth is expected to remain low. The
SARB forecasts a 1.2% growth rate for 2024, slightly more
optimistic than the National Treasury’s November projection

of 1% (Slide 4).

Inflation showed signs of moderation in the fourth quarter of
2023 and rate cuts are likely in 2024, freeing up consumer
demand and stimulating growth (Slide 6).

Besides inflation, other structural constraints, specifically in
logistics and energy, create significant economic uncertainty,
impeding South Africa’s ability to attract investment.
According to the World Bank, a significant bottleneck in
South Africa’s economic recovery is its struggle to attract
substantial foreign investment, lagging other emerging
markets (Slide 7).

A major growth opportunity for South Africa will come
through exports because of stronger-than-expected recovery
in world markets. Among South Africa’s largest export
markets, compared to 2023, Germany, the UK, India, and the
Netherlands anticipate stronger growth for 2024.

Unfortunately, other major South African export markets such
as the United States, Japan, China, and Mozambique are
expected to exhibit weaker economic performance in 2024
than in 2023. The poor economic outlook for China, which is
South Africa’s largest export partner, raises particular concern

(Slide 9).

In respect of fiscal policy, the National Treasury has struggled
to implement effective measures to consolidate debt (Slide 8).
The mounting debt and fiscal uncertainty raises interest rates
and the cost of servicing debt crowding out public spending
crucial for fostering growth and addressing poverty and
inequality.
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Real GDP growth projections for South Africa

The growth outlook m IMF m National Treasury m SARB
for South Africa for 1.6

2024 has been raised

relative to 2023 by

the Reserve Bank
(SARB) to 1.2% in
their latest forecasts,
from 1% six months
ago. The National
Treasury expects 1%
for 2024, rising to
1.8% in 2026. The
IMF predicts weaker
short-term growth,
but only 1.4% in
2026.

percent
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Source: IME WEQ January 2024, SARB January 2024 MPC, National Treasury MTBPS 2023



https://www.imf.org/en/Publications/WEO/Issues/2024/01/30/world-economic-outlook-update-january-2024
https://www.resbank.co.za/en/home/publications/statements/mpc-statements
https://www.treasury.gov.za/documents/mtbps/2023/default.aspx

Agriculture,
Transport,
Construction,
Services and Finance
have the most labour
market momentum
going into 2024.
Finance, trade and
transport have
especially shown
exceptional
employment growth
since the COVID-19
pandemic.

Post-pandemic employment growth, by industry

Employed ('000)

CCS
m2020Q3 3381
m2022Q3 3849
m2023Q3 4 084

Trade
3008
3 245
3 390

2434
2 380
2 836

1 460
1630
1 508

Constr.
1080
1223
1 357

Finance Manuf.

Transp. Agric. Mining Utilities

1 121 878 808 419 90
1 088 939 873 407 116
1116 966 956 409 113

Source: Statistics South Africa, P0211 - Quarterly Labour Force Survey (QLFS), 3rd Quarter 2023

CSS: Community and Social Services, PH: Private Households


https://www.statssa.gov.za/?page_id=1854&PPN=P0211&SCH=73573
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Policy rate projections for South Africa (SARB)
Households

8.25

The SARB expects
that inflation will
remain above the
mid-point target in
2024 only reaching it
in 2025. The policy
rate is, therefore,
expected to be
lowered from its
current level of
8.25% to 7.5% in
2024 and 7.3% in
2025.
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Private participation
in infrastructure
investments have
been growing in
South Africa,
reflecting electricity
sector investments.
Despite this, South
Africa is still failing
to attract large-scale
foreign investment,
according to the
World Bank

Private Participation in Infrastructure Investments in selected
countries (H1 2023)
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https://ppi.worldbank.org/en/ppi

The February 2023
budget projected an
optimistic fiscal
scenario with debt
reaching 72.5% of
GDP by 2025/26.
However, a more
cautious update in
the October Medium-
Term Budget Policy
Statement revised
this estimate upward
to 77.7% due to
lower-than-expected
revenue.

Public debt, spending and revenue
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Source: National Treasury, National Budget Review



https://www.treasury.gov.za/documents/national%20budget/default.aspx

South Africa’s top 8 export destinations, percentage of total
export value

Over the last four m2019 w2022 m=2023
years, China, USA,
Mozambique, Japan,
and the Netherlands
have been the most
significant
contributors to South
Africa's export
growth. Looking to
2024, opportunity
may lie with
Germany, the UK,
India, and the

Netherlands who are China USA Germany Mozambiq Japan India Netherland

expected to ue S

experience stronger m2019 10.7% 7.0% 8.0% 4.1% 4.8% 5.2% 4.5% 3.3%
2022  9.6% 8.8% 7.3% 4.8% 7.0% 5.2% 4.3% 4.9%

growth than in 2023.
m2023 11.2% 7.5% 6.9% 5.5% 5.3% 4.8% 4.5% 4.0%

Source: UN Comtrade Database


https://comtradeplus.un.org/TradeFlow
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Total Economy Wage developments

Average wages (total economy) since 2010  Headline CPI inflation has averaged 5.5% since 2010.

260
—Earnings (QES) over « Available sources of labour market data imply very different long-
240 Employment (QES) term and recent developments of average wages in South Africa.
_ Average wage growth (i.e. total remuneration divided by number
8220 Compensation (NA) over of employees) has been 6.7% if based on the Quarterly
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n 200 Compensation based on National Accounts data relative to
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3180 (QLFS).
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= 140 sampling frames for different or the surveying approaches used to
collect data from households and firms. The QLFS, for example,
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A/ workers, those on unpaid leave, and employees of private
100 _// households. The QES is based on a survey of non-agricultural
O 1 N M < IO © I 0 OO0 O «1 N M -
Sg53323535233838¢8 Igrr]:r;s\,,vzckleur(;li; ;?Z rL;nrl)r;lci:él).rporated self-employed, and includes
AN N AN AN N N N &N N N N N N
Source: Stats CPI, Stats SA QES, Stats SA QLFS, SARB GDP, EconData
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https://www.statssa.gov.za/?page_id=1854&PPN=P0141&SCH=73454
https://www.statssa.gov.za/?page_id=1854&PPN=P0277
https://www.statssa.gov.za/?page_id=1854&PPN=P0211
https://www.statssa.gov.za/?page_id=1854&PPN=P0441&SCH=73565
https://www.econdata.co.za/
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Industry wage developments, by industry

Average wages by industry since 2010
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average wages since 2010 according to the National Accounts
3.8% 3.8% 5 9% and QLFS is the manufacturing industry at about 8.7% per
year. Over the last year, average wages rose about 8.5% in
manufacturing based on these data sources.
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Source: Stats SA QLFS, Stats SA QES, SARB GDP. For the total government sector since there is no QLFS employment
category, so compensation data are divided by QES employment for the industry category.
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https://www.statssa.gov.za/?page_id=1854&PPN=P0211
https://www.statssa.gov.za/?page_id=1854&PPN=P0277
https://www.statssa.gov.za/?page_id=1854&PPN=P0441&SCH=73565

Section C: Recent Research of Interest
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Review of administered prices in South Africa: School fees
The South African Reserve Bank commissioned reviews of various administered prices in South Africa. An administered price is the
price of a good or service as dictated by a government or centralized authority. The Bank was particularly interested in the drivers of
the administered prices and its impact on headline inflation. A paper was published for (1) the fuel price (2) electricity tariffs (3)
water tariffs (4) municipal rates and taxes and (5) school fees. The full report covering all five reviews can be found here.
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 Until the COVID-19 pandemic, school fee inflation has exceeded Consumer Price Inflatlon (CPI) havmg an overaII and meanmgful

driving impact on average inflation in South Africa.
» The paper posits that school fees are necessary to supplement state funding, and therefore, if state funding decreases relative to the

needs of the education system, school fees increase to compensate.
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https://www.resbank.co.za/content/dam/sarb/publications/special-occasional-bulletins/2023/special-occasional-bulletin-of-economic-notes-2301-august-2023-combined.pdf
https://www.resbank.co.za/content/dam/sarb/publications/special-occasional-bulletins/2023/special-occasional-bulletin-of-economic-notes-2301-august-2023-combined.pdf
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Review of administered prices in South Africa: School fees (Increasing reliance of School Governing Body)

Growth in public school educators and learners (Index: 2010 = 100)
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Source: South African Reserve Bank. Special Occasional Bulletin of Economic Notes. Review of Administered Prices: Basic Education

The number of state-funded teachers relative to learners has shown a persistent decline, leaving it to SGB’s to compensate. While

the number of state-paid educators have remained largely the same since 2010, SBG-paid educators increased 71%. The result is
two-fold:

» The increase in SGB-funded educators over time puts upward pressure on school fees

« The increase in SGB-funded educators is insufficient to compensate for the increase in learners leading to an increase learner-
teacher ratio —a commonly used metric to gauge education quality.
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https://www.resbank.co.za/content/dam/sarb/publications/special-occasional-bulletins/2023/special-occasional-bulletin-of-economic-notes-2301-august-2023-combined.pdf
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Review of administered prices in South Africa: An aging educator workforce is driving inflation
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* The graph on the left shows how South Africa’s average teacher age has increased over time.
» The graph on the right shows the relationship between age and average wage.

* South Africa’s ageing teacher population is putting upward pressure on provincial departments of education and School
Governing Bodies’ wage budgets.
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https://resep.sun.ac.za/the-race-between-teacher-wages-and-the-budget/sample-post/
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Purpose of this Report

This report has been prepared in support of the
NEDLAC Social Partners’ Economic Recovery
Action Plan. The report provides a snapshot of key
macro-economic and employment trends based on
official statistics and other relevant sources of data.

Disclaimer

This document was independently prepared by
DNA Economics and Codera Analytics. The
opinions and recommendations expressed in this
document represent the independent views of DNA
Economics and Codera Analytics and are not
necessarily the views of NEDLAC or its Social
Partners. While every care has been taken to ensure
the accuracy and completeness of this document, no
liability will be accepted by DNA Economics,
Codera Analytics and NEDLAC for any loss
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@ 14a Jellicoe Avenue, Rosebank, Johannesburg
R, +27 11 328 4200

E1 mojalefa@nedlac.org.za
& nedlac.org.za

This report was produced in partnership with

incurred by any person or entity acting or failing to v 7=
act as a result of the contents and opinions DNA Economics \/ﬁc 0 D E R A
expressed in this document. The facts, estimates ‘ Making economic sense of common problems = ANALYTIC

-

and opinions are taken from sources believed to be
reliable but which we cannot guarantee. @ dnaeconomics.com @ codera.co.za
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