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Overview of the Budget Review 2024

In this issue, we review South Africa’s:

- Long-term GDP per capita trend and its share in global economic
activity (Slide 4)

- Latest unemployment rate and the differences among the age
groups (Slide 5)

- Banking deposit and loan growth (Slide 6)

- South Africa’s iinternational investment position (Slide 7), and

- most significant export products and export changes over time
(Slide 9).

The month’s focus is on the 2024 Budget Review (Slides 8, 12,
13, 14, 15 and 16).

The South African Minister of Finance, Enoch Godongwana
delivered the budget speech in Parliament on 21 February 2024.
In the period leading up to the speech, there was widespread
speculation about how the National Treasury would address the
anticipated revenue shortfall. Increasing the VAT rate, not
adjusting the personal income tax brackets for inflation, and deep
spending cuts all made the list of possibilities.

The month in review

South Africa’s public debt has risen substantially since 2010,
largely due to consistently low tax revenues (Slide 16). After an
additional spike during the COVID-19 pandemic, National
Treasury was able to decrease the the debt trajectory, compared to
the pre-2020 trajectory, by decreasing the growth in non-interest
spending. This decrease is particularly pronounced in per
capita terms (Slide 15).

In the 2026/27 fiscal year, real spending after interest is expected
to be just over R1 000 less than in 2010, and nearly R5 000 less
than in 2020 (Slide 15). The Southern Centre for Inequality Studies
points out that the current spending reduction is the largest in
South Africa’s democratic history (SCIS 2024).

As per the 2024 Budget, over the Medium-term, the debt trajectory
Is expected to turn negative (Slide 16). This is being achieved
through the decreasing of non-interest spending and tapping into
the South African Reserve Bank's Gold and Foreign Exchange
Contingency Reserve Account (GFECRA) to lower government
borrowing.


https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/documents/Public%20Economy%20-%20Budget%202024-%20Austerity%20Mission%20Accomplished.pdf

South Africa’s GDP
per capita has
declined in US dollar
terms over the last
decade. South
Africa’s contribution
to global output has
also declined steadily
from the early 1980s.

South Africa's GDP over the long term
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Employment Unemployment rate by age group

Although still lower
than the year before,
South Africa’s
unemployment rate
increased by 0.2

percentage point

between the third and

fourth quarter of

2023. The

unemployment rate

was driven by

increased

unemployment I

across the age Overall 15-24 years ~ 25-34years  35-44years  45-54years  55-64 years
groups, apart from m2022:04 32,7% 61,0% 39,9% 27,6% 20,3% 13,3%
the 35-44-year m 2023:Q3 31,9% 58,0% 38,3% 29,0% 19,8% 10,9%
cohort. w 2023:Q4 32,1% 59,4% 39,0% 27,7% 20,4% 11,4%

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



https://www.statssa.gov.za/?page_id=1854&PPN=P0211&SCH=73574
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Banking deposit vs loan growth
Households
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https://www.resbank.co.za/en/home/what-we-do/statistics/releases/banking-sector-information/banks-ba900-economic-returns
https://www.econdata.co.za/

Despite persistent
current account
deficits, South
Africa’s net
international
Investment position
(NIIP) remains
positive.

Net International Position and Current Account Balance

Net International Investment Position to GDP
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https://www.resbank.co.za/en/home/publications/quarterly-bulletin1
https://www.econdata.co.za/
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Budget estimates for 2024/25, comparison of the 2022, 2023 and

Covernmen 2024 budget review

R210 R214 R214

Lower revenue and

steady expenditure R1,77 R187 R 1,82
has implied slightly

higher debt. Were it

not for a transfer

from the South

African Reserve

Bank’s Gold and

Foreign Exchange 715,1% 72290 74,1%
Contingency Reserve

Account, the 2024/25

debt levels would

have been higher

still.

Main budget revenue, Main budget spending, Debt as percentage of GDP
Trillion Trillion

®m Main Budget 2022 ®m Main Budget 2023 = Main Budget 2024

Source: National Treasury. National Budget 2024



https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx
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South African exports, top eight export products, by value,

'T”r;ed”e‘ Ul percentage of total exports 22015 m2019 = 2023
South Africa’s

exports are

dominated by mining

and agriculture,

vehicles and

electrical equipment.

Over the last four

years, the I . I I . l

contribution of the

Electrical
manufacturing Natural, cultured giﬁmzz Zgg
c pearls; precious, — Mineral fuels, .
products (vehicles semi-precious Vehicles; other o al oils and parts thereof,

Fruit and nuts, sound recorders
edible; peel of ~ Aluminium and and reproducers;

than railway or

stones; precious .
tramway rolling

and electrical products of their

metals, metals clad Ores, slag and ash K and distillation; Iron and steel itrus frui icles thereof levision i
) with precious stock, and parts bituminous citrus fruit or articles thereof  television image
equment) have . and accessories _ melons and sound
metal, and articles thereof substances; recorders and
declined. thereof; imitation mineral waxes reproducers, parts
Jewellery; coin and accessories of
such articles
m 2015 17,1% 10,5% 11,5% 9,7% 6,9% 3,6% 1,9% 2,7%
m 2019 16,8% 14,6% 12,8% 9,8% 6,0% 3,8% 1,9% 2,0%
m 2023 17,7% 14,7% 11,5% 10,7% 5,9% 3,9% 2,0% 1,8%

Source: UN Comtrade Database



https://comtradeplus.un.org/TradeFlow
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The Finance industry saw the biggest increase in employment in 20230Q4 (up by 128 thousand) and was also the industry with
the highest employment growth over the last three years. Community and social services experienced a decline of 171
thousand jobs in 2023Q3, but employment is still 300 thousand jobs higher than three years ago.
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https://www.statssa.gov.za/?page_id=1854&PPN=P0211
https://econdata.co.za/
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Business services industry has spent the most relative to turnover on Research and Development, while Trade has spent the
least. The forestry and fishing industry has spent the most on staff training, followed by Finance and Business services.
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Source: Stats SA (P0021),R&D and staff training expenditure over turnover, 2011 to 2022.


https://www.statssa.gov.za/?page_id=1854&PPN=P0021
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Section C: Recent Research of Interest

Budget Review 2024: South Africa’s tax revenue continues a trend of being increasingly reliant on personal income tax
While small changes in tax composition are forecast over the MTEF, South Africa’s tax composition has shifted from being equally
reliant on corporate and personal income tax to being much more reliant on personal income over the last two decades.

South Africa revenue composition

24,1%

2006/07 2009/10 2012/13 2015/16 2018/19 2021/22 2024/25 2025/26 2026/27
m Personal Income m Corporate Inceom = VAT

Other consumption taxes m International trade and transactions Other



https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx
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Section C: Recent Research of Interest

Budget Review 2024: Debt-service costs continues to crowd out other public spending

Increasing debt-services spending has crowded out spending on economic affairs and public order and safety, while education, health
and social protection have been comparatively more protected. Over the MTEF, only marginal compositional changes are budgeted.

South African public spending composition, by functional classification
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https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx

Economic and Employment Trends in South Africa | March 2024 Section C: Recent Research of Interest

Budget Review 2024:. Capital spending prioritised in the budget

To address the increasing budget allocated to debt servicing over the last decade, a decreasing proportion of the budget was allocated
to salaries, goods and services, and capital (infrastructure and equipment). Over the MTEF, while debt servicing continues to
increase, capital spending is being protected.

South African public spending composition, by economic classification

s

11,7% 16,5% 17,2% 17,4%

2012/13 2015/16 2018/19 2021/22 2024/25 2025/26 2026/27
m Transfers and subsidies m Compensation of employees = Debt-service costs

Goods and services m Payments for capital assets Payments for financial assets



https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx
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Budget Review 2024: Government spending per capita continues its downward trend

After a long-term increasing trend in per capita spending, government has reduced real per capita spending since the COVID-19
pandemic and continues to do so over the MTEF. In the 2026/27 fiscal year, spending after interest payments is expected to be just
over R1 000 less than it was in 2010, and nearly R5 000 less than in 2020.

Consolidated public spending per capita (2023 prices)
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https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx
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Budget Review 2024

After a decade of rapidly increasing public debt, National Treasury projects the first decrease in the debt-to-GDP ratio in 2026/27.
The stabalisation will be achieved through contained spending (and resultant primary surpluses) and a transfer from the South
African Reserve Bank’s Gold and Foreign Exchange Contingency Account.

South Africa’s debt trajectory, percentage of GDP
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https://www.treasury.gov.za/documents/national%20budget/2024/default.aspx
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Purpose of this Report
National Economic
Development and
Labour Council

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

@ 14a Jellicoe Avenue, Rosebank, Johannesburg
Ry +27 11 328 4200

EJd 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 =

act as a result of the contents and opinions DNA Economics //fac 0 D E
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




