
Atradius Country Report
South Africa – June 2010

Cape Town

Johannesburg

Pretoria



Atradius  � 

Overview

General information Most important sectors (2009, % of GDP)   
Capital:         Pretoria Services: 64 %  
Government type:  Republic Industry:       32 % 
Currency:              Rand (ZAR)                         Agriculture:       4 %
Population:           49.1 million
Status:  Upper middle income country  
  (GDP/capita: US $ 6,656 in 2010)

Main import sources (2009, % of total) Main export markets (2009, % of total)
China: 13.1 % China: 9.5 % 
Germany:  11.7 %                                          USA: 8.1 %
USA: 9.6 %                                                Japan:  6.6 %
Japan: 4.9 % Germany: 6.4 %    

Main expenses of foreign exchange  

Platinum (14 %), gold (8 %), coal (5.5 %), cars (3.5 %), tourism 

Main sources of foreign exchange
  
Petrochemicals (12 %), car components (10 %), petroleum (4 %) 

Key indicators

2007 2008 2009* 2010* 2011*

GDP (US $ million) 283,679 276,533 287,690 326,886 294,248

Real GDP growth (%) 5.1 3.7 -1.8 2.8 3.7

GDP per capita (US $) 5,865 5,669 5,865 6,656 6,005

Inflation p.a. (%) 6.5 11.3 7.1 5.8 5.5

Fiscal balance (% of GDP) 0.1 -0.6 -5.9 -6.9 -5.4

Total foreign debt (US $ million) 39,728 42,442 43,223 45,254 46,468

Foreign debt/GDP (%) 14 15 15 14 16

Foreign debt/XGS (%) 41 40 55 53 53

Short-term debt/inter. reserves (%) 56 58 54 55 54

Debt service ratio (%) 7 5 9 9 9

Current account balance (US $ m.) -20,778 -20,084 -11,533 -15,965 -15,429

Current account/GDP (%) -7.3 -7.3 -4.0 -4.9 -5.2

Nom. exchange rate to US $ (average) 7.0 8.3 8.4 8.1 9.5

International reserves (US $ million) 29,589 30,584 35,237 37,165 38,902

In months of merchandise imports 4.7 5.3 5.8 5.6 5.7

* forecast                Source: Economist Intelligence Unit (EIU), International Monetary Fund (IMF)

* ** **



Political situation: Stable

Head of state/government: President Jacob Zuma (since May 2009)
Form of government:  Government dominated by the African National Congress (ANC)

Internal situation 

The parliamentary elections of April 2009 were won overwhelmingly by the ANC, which nevertheless lost its super-
majority: gaining just 65 % of the votes. The Democratic Alliance (DA) came second with 17 %, but appeared unable 
to attract the black vote. The Congress of the people (COPE), newly formed by former members of the ANC, fared 
poorly, gaining only 7.5 % of seats. 

Although president Jacob Zuma started his first term as a controversial politician, because of corruption charges, he 
has gained some respect by appointing a competent cabinet and stating his commitment to the fight against crime 
and AIDS (although without much result as yet). The ANC Youth chairman, Julius Malema, has become a controver-
sial figure because of his admiration for Zimbabwe’s autocratic leader Robert Mugabe and his discriminating remarks 
against whites, women and opposition parties. 

In spite of a very good business environment, South Africa’s social climate remains problematic, with a high crime 
rate, illegal immigration, racial tensions, high unemployment (unofficially standing at 40 %), inequality, poverty, and 
widespread HIV/AIDS (with 16 % of working age population infected).

International relations 

The country is the undisputed leading power in Sub-Saharan Africa and a driving force for political cooperation and 
economic integration within the Southern African Development Community (SADC). Foreign policy is shaped by the 
objectives of NEPAD, a development programme of the African Union (AU), focusing on education, health, regional 
infrastructure, agriculture, market access and preservation of the environment. Additionally, South Africa is a mem-
ber of the G20 and is looking for closer political and economic cooperation with other major emerging markets such 
as Brazil, China and India.
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General situation  

In 2009, South Africa fell into recession for the first time for 17 years, as GDP declined by 1.8% and foreign trade 
deteriorated by 18 %. However, the country has recovered quickly, with industrial production and investments 
picking up again, especially in the automotive, petrochemicals and mining sectors. Private consumption has also 
rebounded, supported by the FIFA World Cup, and is expected to increase by 5 % year-on-year in 2010. In Q1 of 
2010, GDP grew 1.6 % year-on-year and 4.6 % on the previous quarter, and is expected to grow 2.8 % for the year.  

Economic policy 

Prudent fiscal and monetary policies helped to cushion South Africa against the repercussions of the global credit 
crisis. The recession galvanised the government into launching stimulus programmes that will lead to budget deficits 
of 6 % of GDP last year and 7 % of GDP in 2010. The government is investing in education, social welfare and ser-
vice delivery, and has announced its plans to spend around Euro 80 billion on public infrastructure (transportation, 
energy, telecommunication, water) over the next three years. As a result, government debt has risen sharply and is 
expected to reach 40 % of GDP in 2013. 

The South African Reserve Bank has supported the economic recovery by lowering interest rates. The prime rate was 
gradually decreased from 15.5 % in June 2008 to 10.0 % in June 2010.

Structural problems

The South African business environment still suffers from several shortcomings: Despite the high unemployment 
rate, there is a shortage of skilled labour, especially in the technical sector. Another problem is infrastructure bot-
tlenecks, especially power shortages which are due to past underinvestment and increased demand. Eskom, the 
state-owned power utility, will not be able to provide adequate electricity until 2013/14, when two new coal power 
plants will be ready. Moreover, the black economic empowerment (BEE) programme, designed to raise the black 
population’s share of the economy through fixed quotas and shares, could also discourage foreign investment due 
to the skills shortage. Finally, the still high crime and HIV/AIDS rates continue to impair the South African business 
environment.   

Internal economic situation: Recovery, but high budget deficits

Source: EIU/IMF
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External economic situation: Persistent current account deficits

Foreign debt 

Level: Low (in 2010 14 % of GDP and 53 % of exports of goods and services)
Structure: Unfavourable, a high short term share (45 %), short-term debt/international reserves at 55 % 
 in 2010 
Debt service ratio:  Low (8 %), but fairly high including short term obligations (31 %)

Balance of payments 

Trade balance: Deficit
Current account: Large persistent deficits, - 5 % of GDP in 2010
Capital account: Structural large surpluses
Total account: Positive

Remarks:
Foreign capital inflow (mainly portfolio investment) is necessary to finance the current account deficits.

International reserves 

In months of imports (cif): Sufficient (5.6 months of import cover) in 2010

Foreign debt/GDP (%) Current account/GDP (%)

 2007 2008  2009   2010f   2011f
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Source: EIU/IMF
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Energy situation

South Africa possesses large coal and mineral (platinum, manganese, chrome, gold, uranium) reserves. Despite a 
well-developed synthetic fuel production, 90% of oil has to be imported.
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Outlook: Some uncertainties

Political situation  

Since losing its super-majority, the ANC cannot change the constitution without opposition support, and tensions 
between the different factions within the ANC may come to the fore. Persistent high unemployment and poverty 
may in the medium term lead to social conflicts.

Internal economic situation
 
South Africa seems to be going through a V-shaped recovery. The expected GDP growth of 2.8 % in 2010 will in-
crease to 3.7 % in 2011. However, the 2009 recession has undermined bank assets and has resulted in large budget 
deficits, and, to ensure a sustainable reduction in its very high unemployment rate, the country needs to achieve 
annual GDP growth of 4.5 % to 5 %.

External economic situation  

South Africa’s liquidity position has been eroded by capital outflow during the crisis, and its export performance is 
increasingly dependent on demand for commodities from China and India. 
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