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IN THIS WEEK’S BOTTOM LINE 

Contributed by Gielie Fourie 

 13 Economic Miracles: In 2008 the World Bank analysed 13 economies which, since 1950, 

achieved an average economic growth rate of 7% a year, or more, for 25 years or longer. 

Our neighbour, Botswana, is one of them. For the full list, and how they did it, read the 

Bottom Line. 

 

SOUTH AFRICA ECONOMIC REVIEW 

Contributed by Werner Erasmus 

 Consumer Price Inflation (CPI) for June was unchanged from May coming in at 4.5% year-on-

year slightly higher than the consensus forecast of 4.4%. Regardless, consumer inflation is 

still well within the South African Reserve Bank’s (SARB) target range of 3%-6%. The main 

contributors to the 4.5% annual inflation rate were food and non-alcoholic beverages 

(+3.7%); housing and utilities (+4.9%); transport (+5.5%); and miscellaneous goods and 

services (+5.4%). The main contributors to the monthly increase in the CPI were food and 

non-alcoholic beverages (+0.5%); housing and utilities (+0.6%); and transport (+0.3%). Core 

inflation, which excludes volatile food and energy prices, remained subdued in June, at just 

4.3% year-on-year. The SARB, as per their latest Monetary Policy Committee (MPC) meeting 

statement, expects headline inflation to average 4.4% in 2019 (down from 4.5%) with 

expectations for 2020 and 2021 remaining unchanged at 5.1% and 4.6%. The subdued 

inflation environment, weak economic growth and the dovish global backdrop supports the 

possibility of another 25-basis point rate cut in September. 

 

 Factory-gate inflation, as measured by the Producer Price Index (PPI), moderated further to 

5.8% year-on-year in June, from 6.5% in April and 6.4% in May. PPI is a weighted index of 

prices that businesses charge at the wholesale or producer level for final manufactured 

goods. The main contributors to the headline PPI annual inflation rate were coke, 

petroleum, chemical, rubber and plastic products (8.3%); and food products, beverages and 

tobacco products (4.8%). The contributors to the headline PPI monthly rate were coke, 

petroleum, chemical, rubber and plastic products (+0.7%); and food products, beverages 

and tobacco products (+0.5%). The deceleration in PPI bodes well for continued downward 

pressure on consumer price inflation in the second half of the year.  



 

 

 

 Private sector credit extension (PSCE) increased 6.91% year-on-year in June following year-

on-year growth in April and May of 7.95% and 7.66% respectively. The second quarter (Q2) 

PSCE average growth of 7.5% is an improvement on the Q1 PSCE average growth of 6.19%. 

Meanwhile, expansion in the broadly defined M3 measure of money supply increased 8.99% 

in June, after a 9.07 % rise in May. Uptake of unsecured credit by households quickened to 

10.4% year-on-year in June from 9.7% in May, while secured credit eased slightly to 4.8% 

from 4.9% the previous month. Positively for the corporate sector, mortgage advances 

quickened for a third consecutive month, registering growth of 6.6% year-on-year in June 

from 5.8% in May. Nevertheless, the unsecured components remain the main driver of 

corporate credit extension. 

 Credit outlook: South Africa’s sovereign debt outlook was downgraded last week by Fitch 

(One of the top three ratings agencies) from stable to negative. Fitch revised its outlook on 

South Africa’s BB+ foreign and local currency credit rating following the announcement by 

Finance Minister Tito Mboweni that Eskom will receive an additional R59 billion bailout. 

This will be spread over the 2019/20 (R26 billion) and 2020/21 (R33 billion) fiscal years. 

Combined with the R23 billion per annum committed to Eskom in the February budget, the 

latest bailout means Eskom will receive R105bn in government support through 2020/21. 

While the additional bailout is positive for Eskom, it places a further drain on the fiscus. 

Fitch also justified their outlook change on the grounds of poor real GDP growth and the 

likelihood of a subsequent underperformance of government revenue. 

 

 South Africa’s unemployment for the second quarter of 2019 jumped to 29% surpassing 

economists’ forecasts of around 27.6%-27.7% and reaching an 11-year high. The last time 

unemployment was this high was in the first quarter of 2008 and the only time 

unemployment has ever been higher was in March 2003 when it reached 29.3%. The 

unemployed in South Africa increased by 455 000 in the second quarter reaching a total of 

6.7 million people. The expanded unemployment figure (taking people into account who 

are not economically active) increased to 38.5% from 38% in the first quarter. Employment 

increased in two of the four sectors in the second quarter with the informal sector 

recording the largest employment gains of 114 000 followed by the agriculture sector with 5 

000. The formal sector and private households declined by 49 000 each, resulting in a net 

increase of 21 000 in total employment.  

 

SOUTH AFRICA: THE WEEK AHEAD 

Contributed by Werner Erasmus 

 Balance of Trade: Due Wednesday 31st July. The trade surplus is expected to have narrowed 

in June, reflecting a moderation in economic activity among SA’s main trading partners and 

a slowdown in major commodity export prices during the month. 



 

 

 

 ABSA Manufacturing Purchasing Managers’ Index: Due Thursday 1st August. The ABSA 

manufacturing purchasing managers’ index (PMI) is likely to have decreased slightly in July 

from its June reading of 46.2 to 45.8. This will be below the neutral 50-level for a seventh 

straight month. The PMI, a forward-looking indicator, will be closely watched for clues on 

the likely health of the manufacturing sector in the third quarter. 

 

 New vehicle sales: Due Thursday 1st August. Following a stronger than expected increase in 

new vehicle sales in June, new vehicle sales are expected to have maintained their positive 

momentum in July, with continued growth in exports compensating for weak domestic 

demand. 

 

 SACCI Business Confidence Index: Due Monday 5th August. The SACCI business confidence 

index is expected to come in lower at 92.4 for July, down from 93.3 in June, due to 

disappointment over the slow pace of economic reform and Eskom’s growing financial 

demands.  

 

GLOBAL 

Contributed by Nick Downing 

 In its quarterly World Economic Outlook, the IMF downgraded its global GDP forecast for 

2019 from a previous 3.3% to 3.2%, which would mark the slowest growth since the 2008/09 

global financial crisis. The chief culprit is uncertainty over the trade dispute between the 

US and China, although other factors including sanctions on technology companies and the 

possibility of a no-deal Brexit also weighed, which according to the report, may “sap 

confidence, weaken investment, dislocate supply chains and severely slow global growth 

below the baseline.” The IMF welcomed the tilt towards monetary easing from central 

banks across developed and emerging markets, which it feels are merited due to weak 

demand and below-trend inflation.  

 

 Trade talks between the US and China officially resumed on 30th July in Shanghai, between 

US Trade Representative Robert Lighthizer and Treasury Secretary Steven Mnuchin, and 

China’s Vice Premier Liu He. While the talks are expected to provide initial success in the 

form of Chinese commitments to buy additional US agricultural products and a US 

relaxation of supply restrictions on Huawei, the outstanding structural issues may be harder 

to resolve. These include protection of intellectual property rights in China and restrictions 

on subsidies to China’s state-owned enterprises, while the US is reluctant to roll-back 

existing tariffs on Chinese imports. President Trump indicated little confidence in a long-

term trade resolution prior to the US presidential elections in November 2020, as China’s 



 

 

authorities may be hoping for a potentially more compliant Democratic president to 

negotiate with.  

 

NORTH AMERICA 

Contributed by Nick Downing 

 US GDP grew in the second quarter (Q2) by 2.1% quarter-on-quarter annualised, which 

although sharply lower than the 3.1% achieved in Q1 is stronger than consensus 

expectations for growth of between 1.5-2.0%. The standout was a 4.3% increase in personal 

consumption expenditure, which contributes over two-thirds of US GDP, a much stronger 

figure than its 1.1% growth in Q1. However, uncertainty over trade policy and receding 

benefits from the 2017 tax stimulus caused non-residential fixed investment to fall 0.6% 

compared with a 4.4% increase in Q1, its first decline since Q1 2016. Residential investment 

also fell by 1.5%, extending its decline for a sixth straight quarter. Despite attempts to 

reduce the US trade deficit through tariffs and non-tariff trade barriers, exports fell during 

the quarter while imports increased, subtracting 0.65% from GDP growth. Weak 

manufacturing demand and dampened business confidence prompted a depletion in 

inventories, which subtracted 0.86% from GDP growth. However, depleted inventories will 

need to be replenished at some stage which would provide a boost to growth in upcoming 

quarters. Overall, the economic growth trajectory remains solid with little risk of an 

imminent recession. While the expansion will be the longest on record if it is maintained 

for a 41st straight quarter in Q3, it has been conspicuously shallow, which may partly 

explain its durability and potential to extend for longer, especially if the Fed eases 

monetary policy.  

 

 Following two straight months of decline, durable goods orders rebounded in June by 2% 

month-on-month. Much of the rebound is attributed to a 75.5% surge in new aircraft orders, 

which are notoriously volatile. Excluding the volatile transportation category, durable 

goods orders grew by a more subdued 1.2%. However, the transportation category includes 

a welcome 3.1% increase in orders for cars and parts, up strongly from the 0.9% gain in May. 

Also encouraging is the 1.9% increase in non-defence capital goods orders excluding 

aircraft, a closely watched barometer of business investment spending. This category 

increased for a second consecutive month indicating that business investment may be 

stabilising and could show a slight recovery in the third quarter.  

 

 After falling for two consecutive months, new home sales increased in June by 7% month-

on-month. However, existing home sales, which account for 90% of US home sales, 

maintained their worrying downtrend, falling on a year-on-year basis for a 16th straight 

month. Existing home sales fell 1.7% on the month and 2.2% on the year. The decline is 

especially disappointing coming at the tail end of the spring and early summer season, 

which is traditionally the most buoyant part of the year for home purchases. The housing 

downtrend, which is unfolding despite a robust jobs market, strong wage growth and low 



 

 

borrowing costs, with the fixed 30-year mortgage at 3.8% compared with 4.5% a year ago, is 

attributed to the effect of stretched house prices on affordability. However, as the maxim 

goes, high prices eventually fix high prices. Affordability will improve as house price growth 

decelerrates, in turn boosting the housing sales and home construction markets.  

 

 Former Fed Chair Janet Yellen added to raised expectations of a 25 basis-point Fed rate cut 

at the policy meeting on the 31st July. Yellen gave three reasons for her support of an 

interest rate cut, including concerns over global growth, the fact that the Fed had already 

signalled a rate cut and therefore could not disappoint financial markets, and due to 

persistently low inflation. These views echo recent “Fed talk” from current Fed chair 

Jerome Powell and fellow policy makers. The Fed is increasingly factoring in global 

influences in its monetary policy considerations as well as being aware of Japan-style 

deflation risks. New York Fed President John Williams stressed the need for monetary 

easing in order to “vaccinate the economy and protect it from the more insidious disease of 

too low inflation.”  

 

EUROPE 

Contributed by Nick Downing 

 The ECB left its benchmark interest rate, the deposit rate, unchanged at minus 0.4%, 

leaving financial markets, which had been hoping for monetary easing, underwhelmed. The 

10-year German government bond fell to a record low of minus 0.46% before the policy 

announcement but ended the day higher at minus 0.37%. Despite the near-term 

disappointment, the ECB gave its clearest indication yet, that additional monetary stimulus 

is imminent. ECB President Mario Draghi, who preceded the massive monetary stimulus 

initiated in 2012 with the words “whatever it takes” announced at last week’s meeting that 

the ECB is “determined to act”. Draghi said the ECB would look at several options to ease 

monetary policy, including lower interest rates, renewed quantitative easing and 

commitments to keep rates low for extended periods. Monetary easing is required to 

address the trade-affected outlook for the Eurozone’s manufacturing sector, which Draghi 

described as getting “worse and worse”, and the risk of persistently low inflation. Draghi 

cautioned that “A considerable mass of inflation expectations are moving towards lower 

inflation”, which he said necessitated an intended overshoot of the ECB’s 2% inflation 

target. A range of monetary easing measures are likely to be announced at the next policy 

meeting on 12th September.  

 

 The Ifo Institute’s business confidence index, measuring conditions across Germany’s 

manufacturing, services, trade and construction sectors of the economy, fell for a fourth 

straight month in July from 97.5 to 95.7, its lowest since April 2013. The manufacturing 

reading suffered its largest decline since February 2009, dropping from +1.3 to -4.3. 

Clemens Fuest, president of the Ifo Institute noted that “In manufacturing, the business 



 

 

climate indicator is in free fall.” The construction sector was the only one of the four 

sectors to show a modest improvement. Unfortunately, the Ifo readings are consistent with 

a recession, especially as the forward-looking composite index, which looks ahead by six 

months, also fell from 94.0 to 92.2, indicating continued deterioration in the months 

ahead.  

 

UNITED KINGDOM 

Contributed by Nick Downing 

 The pound has dropped 5% against the US dollar in July, plumbing on 30th July its lowest 

level since October 2016 at $/£1.215 due to the growing probability of a no-deal Brexit 

under prime minister Boris Johnson’s government. US investment bank Goldman Sachs 

attributes a 20% probability to a no-deal Brexit, up from its previous estimate of 15%. The 

bank attributes a 45% probability to a negotiated Brexit and 35% probability to no Brexit. 

While the prime minister has pledged to pull the UK out of the EU by the 31st October 

deadline “come what may” and is backed by a supportive cabinet, which according to 

cabinet member Michael Gove, is “working on the assumption of no-deal”, the pound may 

be oversold. A no-deal Brexit faces considerable obstacles, not least the constraints of 

parliament, the majority of which is against the government’s current approach.  

 

FAR EAST AND EMERGING MARKETS 

Contributed by Nick Downing 

 Turkey’s new central bank governor, Murat Uysal, who took office three weeks ago after 

President Erdogan fired his predecessor for not being bold enough in easing monetary 

policy, cut the benchmark repo interest rate from 24.0% to 19.75%. Financial markets, 

which have taken a dim view of the central bank’s loss of independence from political 

interference, were surprisingly stable after the rate cutting decision, with little move in 

the Turkish lira. The sharp decline in consumer inflation from a peak of 25% in 2018 to the 

current level of 16% and a sharp reduction in the current account deficit indicate the rate 

cut may be merited and could be followed by further easing in the months ahead. However, 

policy easing may not be implemented to the extent requested by Erdogan, who is calling 

for single-digit inflation and interest rates by year-end.   

 

KEY MARKET INDICATORS (YEAR TO DATE % AND LEVEL) 

JSE All Share + 10.05  58034 

JSE Fini 15  - 1.06  16206   



 

 

JSE Indi 25  + 16.46  74167 

JSE Resi 20  + 12.62  46227 

R/$   + 1.36  14.16 

R/€   + 4.33  15.78 

R/£   + 5.86  17.31   

S&P 500  + 20.51  3020 

Nikkei  + 8.00  21616 

Hang Seng  + 10.20  28106 

FTSE 100  + 14.25  7686 

DAX   + 17.60  12417 

CAC 40  + 18.40  5601 

MSCI Emerging + 8.29  1045 

MSCI World  + 17.44  2212 

Gold   + 10.76  1418 

Platinum  + 9.42  868 

Brent oil  + 16.35  63.34 

 

BOTTOM LINE 

Contributed by Gielie Fourie 

 South Africa’s Four Growth Programs: Since 1994 the government has had four major 

growth programs. First there was The Reconstruction and Development Program (RDP) of 

1994. Number two was the Growth, Employment and Redistribution (GEAR) program of 

1996. GEAR was replaced in 2005 by the Accelerated and Shared Growth Initiative for South 

Africa (ASGISA). Our fourth growth program was announced on 11 November 2011 (11-11-

11). It was a long-term program called The National Development Plan: Vision for 2030 

(NDP).  

 



 

 

 We have had help from Top Economists: In March 2010 Minister of Economic Development, 

Ebrahim Patel, employed Joseph Stiglitz, a recipient of the Nobel Prize in Economics, on his 

panel of advisors. The panel was criticised for being left leaning, in line with Patel’s own 

left leaning views. Patel is a member of the SA Communist Party. For example, Stiglitz was 

on Patel’s team which took Walmart to court on three occasions before its merger with 

Massmart was allowed. Walmart was required to establish a R200m fund to support local 

small businesses. 

 

 We did not Fail to Try – we Tried, but we Failed: Despite inputs from a Nobel Laureate, 

these four growth plans have had limited success. Our GDP growth rate per year dropped. 

Our growth rate for 2018 was 0.8%. Our expected GDP growth rates are 0.7% (2019) and 

1.1% (2020). (Source: The IMF). Very few countries can report annual growth rates of less 

than 1.0%. Our GDP growth rate is below the 0.97% (2018) growth rate of our population. 

Sub-Saharan Africa GDP growth is expected at 3.4% (2019) and 3.6% (2020) (Source: The 

IMF). The key question is: How do successful countries create growth? What is their secret? 

 

 13 Economic Miracles and Five Growth Strategies: In 2008 the World Bank analysed 13 

economies that, since 1950, achieved an average rate of 7% a year, or more, for 25 years or 

longer. These 13 countries are: Botswana, Brazil, China, Hong Kong, Indonesia, Japan, Rep 

of Korea, Malaysia, Malta, Oman, Singapore, Taiwan and Thailand. Unfortunately, seven of 

the countries, like Botswana and Brazil, lost their growth momentum. (Source: The World 

Bank). How did the 13 successful countries achieve their economic miracles? The World 

Bank identified five factors or strategies.  

 

 First - They fully Exploited the World Economy: These 13 economies all made the most of 

the global economy. They imported knowledge (ideas and technology), and they exported 

products to the world. This is their most important shared characteristic. It is the central 

lesson of the World Bank’s report. Two quotes put it into perspective. Brazilian economist, 

Edmar Bacha: “Inwardness, exclusion, and bloated governments - a recipe for stagnation.” 

The prime minister of the Republic of Korea, Han Duck-soo: “Korea totally changed to an 

outward-oriented strategy, emphasizing trade. This jump-started our growth to over 7%, 

sustained over a long period.”  

 

 Second - They Maintained Macroeconomic Stability with Modest Inflation and Sustainable 

Public Finances: They avoided macroeconomic turbulence. Some countries experienced 

periods of high inflation, budget deficits and high debt to GDP ratios. But they never 

allowed it to get out of hand. 

 

 Third - They Mustered High Rates of Saving and Investment: The countries all mustered high 

rates of saving and investment, not least public investment in infrastructure. They were all 



 

 

“future-oriented,” forgoing consumption in the present in pursuit of a higher level of 

income in the future. 

 

 Four - They all let Markets Allocate Resources: In any period of fast growth, capital, and 

especially labour, moves rapidly from sector to sector, or industry to industry. This mobility 

of resources was a feature of all the 13 high-growth cases. Governments did not resist the 

market forces that pulled people into the urban areas or destroyed some jobs. The prime 

minister of Singapore, Goh Chok Tong: “Government provides the environment for growth, 

but it is the private sector that invests and creates wealth for the people.”  

 

 Five - They all had Committed, Credible, and Capable Governments: Growth is about more 

than economics. They built their prosperity on sturdy political foundations. They all had 

leadership and governance with a credible commitment to growth, a credible commitment 

to inclusion and a capable administration. 

 

 Lessons for SA: These 13 countries did not employ Nobel Laureates to help them. They 

followed five basic success strategies. Yes, they had their share of sceptics. When the four 

East Asian tigers (Hong Kong, Taiwan, Singapore and Korea) succeeded, sceptics said it was 

only possible because they were so small. When China surpassed them, sceptics said it was 

only because China was so big. In fact, the 13 countries are remarkably diverse. Pres. 

Ramaphosa should take note of this and provide strong leadership. The alternative of the 

ANC’s left-leaning Zuma faction taking over leadership is too ghastly to contemplate. 
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