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Trade & Investment SWOT 

Strengths Weaknesses 
Clearly regulated market for incoming investors. A reported lack of urgency on the part of some government officials to 

forward investment deals.  
Good observance of contracts and intellectual property rights. Potential political interference in the judiciary.  

No bias against foreign companies. Powerful unions complicate industrial relations. 

Comparatively low taxes and a clearly defined taxation system. Heavy regulation of labour market and racial quotas for employers 
deter investors. 

Opportunities Threats 
Not many constraints on size or sector for foreign investor ownership. Declining consumer confidence and limited credit growth could impact 

imports to a certain extent.  
Inter-regional trade agreements facilitate trade flows and reduce costs. High costs for resolving legal disputes.  

Key trading partner for European and Asian countries. Worsening corruption profile, particularly in political circles. 

Tax breaks available for certain approved investments. Land appropriation (though this can be insured against). 

 
Source: Business Monitor International (BMI), KPMG research 
 
Economic structure - The small primary sector 
includes commercial farming, ocean fisheries and 
forestry. Farming is an import job creator in rural areas as 
well as a generator of foreign earnings – key exports 
include edible fruits and nuts. An extended drought and 
uncertainty over land tenure/property rights are current 
challenges faced by the agricultural industry. The 
secondary sector is made up of construction, 
manufacturing and mining. Factories produce goods both 
for the local and international market, with mining one of 
its key clients. Mineral extraction has been the bedrock 
of the South African economy for more than a century, 
though it is also an area of significant tension between 
the state, labour and private enterprise. The large tertiary 
sector comprises a well-developed banking sector, 
modern private healthcare industry, diverse tourism 
offerings, and an influential public administration.  
 
Recent economic developments – Following two 
quarters of negative growth, the South African economy 
expanded by 2.5% q-o-q and 2.0% q-o-q during the 
second and third quarters of 2017, respectively. Export 
revenues supported by higher commodity prices and an 
import bill pressured by weak business and consumer 
confidence helped the county’s trade surplus rise from 
R57 billion in Q1, 2017 to R74 billion in Q2, 2017. S&P 
Global Ratings and Fitch Ratings downgraded their 
sovereign risk ratings for South Africa to non-investment 
grade during April 2017 due to heightened political and 
institutional uncertainties following a cabinet reshuffle. 
The Medium-Term Budget Policy Statement (MTBPS) 
published in October 2017 departed from a trend over 
the past few years of the National Treasury committing 
in budgetary documentation to narrow the fiscal deficit 
over the medium term. The National Treasury is planning 
for a budget deficit equal to 3.9% of GDP during 
2018/19, with President Jacob Zuma instructing the 
finance minister in November to find ways of reducing 
expenditure in the coming fiscal year by R25 billion and 
increase revenue by R15 billon. Inflation declined from 
above 6% y-o-y during most of 2016 to 4.6% y-o-y in 
July 2017, and most recently registered 4.8% y-o-y in October. The central bank reduced the prime interest rate by 25 basis points to 10.25% 
during July, citing an improved inflation outlook, a faster-than-expected moderation in food inflation, continued subdued domestic demand and 
resilience in the exchange rate. Policymakers then kept interest rates steady at their September and November policy meetings.  

Mega trends 

Population 2017 

Total: 55.44 million; female: 28.14 million; 
male: 27.3 million; age 0-14: 28.78% of 
total; age 15+: 71.22% of total; age 65+: 
5.21% of total 

Population growth 
rate  2015 1.62% 

Life expectancy at 
birth 2015 Total: 61.93 years; female: 65.58 years; 

male: 58.46 years 

HIV/AIDS  2016 
Total number of people living with HIV: 7.1 
million; total adult prevalence: 18.9%; HIV 
AIDS orphans (age 0-17): 2.1 million 

Adult literacy rate  2015 Total population: 71.24%; female: 68.27%; 
male: 74.68% 

Urbanisation 2016 
Urban population: 65.3% of total; annual 
urban population growth: 2.38%; rural 
population: 34.71% of total 

Population below 
$1.90/day poverty line 2011 16.56% 

Unemployment rate 2017 Total: 26%; female: 28.5%; male: 24%; 
youth (15 - 24): 52.7% 

Employment  2017 Agriculture: 6.1% of total; industry: 26.2% 
of total; services: 67.7% of total 

Labour participation 
rate  

2017 Total (ages 15+): 53.57% of total population 

Business languages n/a English, Afrikaans, Xhosa, Zulu 

Telephone & internet 
users 

2004; 
2016 

Fixed telephone subscriptions: 3.56 million 
(2016); wired internet subscriptions: 3.57 
million (2004); cell phone subscriptions: 
76.65 million (2016) 

Quality of 
infrastructure (1= 
underdeveloped, 7 = 
developed) 

2017 4.05 

Sources: UNESCO Institute for Statistics, World Telecommunication/ICT indicator database, 
World Bank, UNAIDS, International Labour Organisation, Analyse Africa 
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Business Environment 
Human Development 

Index (HDI) 2015 
Index of Economic 

Freedom 2017 
Global Competitiveness 

Index (GCI) 2017-18 
Doing Business 2018 Corruption Perceptions 

Index 2016 

119
th

  
out of 188 
countries 81

st
  

out of 180 
countries 61

st
  

out of 137 
countries 82

nd
  

out of 190 
countries 64

th
  

out of 176 
countries 

Source: World Bank, The Heritage Foundation, World Economic Forum (WEF), Transparency International 
 
Economic policy – The National Development Plan (NDP) 2030 is the main long-term policy framework of the South African government. 
The country’s Medium-Term Strategic Framework (MTSF) 2014-2019 is a framework drawn up following the adoption of the NDP in 
September 2012 and sets out actions that the government and its partners will take to implement the NDP over the first five years of the plan. 
The MTSF identifies 14 priority outcomes associated with the NDP that need urgent attention: 1) quality basic education; 2) a long and healthy 
life for all South Africans; 3) personal safety; 4) decent employment through inclusive economic growth; 5) creating a skilled and capable 
workforce to support an inclusive growth path; 6) developing an efficient, competitive and responsive economic infrastructure network; 7) 
building a vibrant, equitable and sustainable rural communities contributing to food security for all; 8) establishing sustainable human 
settlements and improved quality of household life; 9) responsive, accountable, effective and efficient developmental local government 
system; 10) protecting and enhancing environmental assets and natural resources; 11) creating a better South Africa, contribute to a better and 
safer Africa in a better world; 12) having an efficient, effective and development-oriented public service; 13) managing an inclusive and 
responsive social protection system; and 14) building a diverse, socially cohesive society with a common national identity. 
 

Sovereign Risk Ratings 
S&P Global Ratings Fitch Ratings Moody’s Investors Service 

BB+/Negative BB+/Stable Baa3/Negative 

 
Source: Trading Economics 
 
S&P Global Ratings announced in April 2017 that it had downgraded its sovereign rating assessment of South Africa from investment-grade 
“BBB-” with a negative outlook to a non-investment-grade “BB+”, also with a negative outlook. S&P commented that the heightened political 
and institutional uncertainties in the country have led to the encompassing decision. The changes in executive leadership – i.e. the cabinet 
reshuffle in late-March - put fiscal and growth outcomes at risk, said the agency, and internal government and party divisions could delay 
potential fiscal and structural reforms. S&P again lowered the country’s rating to “BB” in November and also cut its local currency rating to 
“BB+”, both with a stable outlook. The further downgrade reflected S&P’s expectations that the government “will attempt to introduce 
offsetting measures in an effort to improve budgetary outcomes, but these may not be strong enough to stabilise public finances, and may 
weaken economic growth further in the near term”. 
 
Fitch Ratings announced in April 2017 it had downgraded South Africa’s rating from “BB+” with a negative outlook to a non-investment grade 
“BBB-“ rating with a stable outlook. The downgrade reflected political events in the country that was expected to weaken standards of 
governance and public finances. The agency believed the cabinet reshuffle would result “in a change in the direction of economic policy” and 
that the removal of former Finance Minister Pravin Gordhan “is likely to undermine, if not reverse, progress in SOE governance”. Fitch affirmed 
the “BB+” rating in June and again in November, with the latest review carrying a stable outlook compared to a negative outlook in June. The 
agency commented that “while a number of developments point to a weaker fiscal outlook and consequent faster pace of debt accumulation”, 
potential fiscal consolidation measures after the ruling party’s elective conference in December “could mitigate those trends”. 
 
Moody's Investors Services downgraded South Africa from “Baa2” to “Baa3” with a negative outlook during June 2017. The key drivers of 
the downgrade were 1) the country’s weakening institutional framework, 2) reduced economic growth prospects due to policy uncertainty and 
slower progress with structural reforms, and 3) the continued erosion of fiscal strength due to rising public debt and contingent liabilities. “The 
independence and strength of key institutions such as the judiciary, the South African Reserve Bank (SARB) and National Treasury are a key 
support in Moody's assessment of South Africa's credit profile, through ensuring the continuity of a predictable, credit-supportive policy 
environment.” Moody’s indicated that political events in the country “illustrate a gradual erosion of institutional strength. The institutional 
framework has become less transparent, effective and predictable, and policymakers' commitment to previously-articulated reform objectives 
is less certain.” Moody’s announced in November that it had placed South Africa’s rating on review for downgrade. The move “was prompted 
by a series of recent developments which suggest that South Africa's economic and fiscal challenges are more pronounced than Moody's had 
previously assumed”. 

 
Sources: World Bank, African Alliance, Analyse Africa, KPMG research 
*Week ending 27 October 2017 

Finance & Banking 
Central bank 

Number of commercial 
banks 

Bank branches per 
100 000 adults ATMs per 100 000 adults 

Deposit accounts per 
1 000 adults 

South African Reserve Bank 
(SARB) 24 10.5 69.29 n/a 

Stock market Listed companies Market capitalisation* Largest sectors Weekly trading value* 

Johannesburg Stock 
Exchange (JSE) 381 $366 billion Mining resources $2.9 billion 

Capital market Level of development Maturity range Municipal bonds Corporate bonds 

Yes Very advanced 91 days to 36 years Yes Yes 
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Macroeconomic overview 

  
Source: African Economic Outlook (AEO) 
 
Economic growth - Following two quarters of negative growth, the South African economy expanded by 2.5% q-o-q in Q2, 2017, with eight 
out of the country’s 10 industries seeing positive growth. The expansion was larger than the 2.1% q-o-q projected by local economists on the 
back of an unexpectedly strong 4.7% q-o-q recovery in final household expenditure. This translated into the economy being 1% y-o-y larger 
during the first half of the year. GDP growth slowed to 2% q-o-q and 0.8% y-o-y during Q3, 2017, with agriculture, forestry, fishing, mining and 
manufacturing together contributing 1.9 percentage points to the overall q-o-q growth performance. Considering the fourth quarter, the 
Standard Bank South Africa Purchasing Managers’ Index (PMI) – based on a representative monthly survey of private sector companies – 
reflected deteriorating conditions in the private sector during October and November. The International Monetary Fund (IMF) expects the 
country’s economy to grow by 0.7% in 2017 and 1.1% in 2018. The improved outlook for 2018 is based on a recovery from the 2015-2017 
drought, stronger mining production, and some improvement in the country’s political dynamics.  

  
Sources: IMF, United Nations Conference on Trade and Development (UNCTAD) 
 
Foreign investment – Foreign direct investment (FDI) inflows declined (as a percentage of GDP) in 2014-2015 and increased only slightly in 
2016 to equal 0.8% of GDP. Law firm Baker McKenzie has pointed to exchange rate volatility, sovereign ratings downgrades and political 
uncertainty as hurting investor confidence towards the country. It warned that there is “a perception in the market of increased risks of doing 
business in South Africa” and that global investors “are finding more attractive investment destinations elsewhere.” Due to South Africa acting 
as a conduit for almost half of the merger & acquisition (M&A) activity on the continent, these adverse developments have had a knock-on 
effect on the rest of the continent.  

 
 

Main Imports: % share of total 2014 2015 2016 Main Exports: % share of total 2014 2015 2016 

Machinery 13.3% 13.3% 13.7% Platinum 15.5% 15.0% 16.2% 

Fuels 23.3% 17.5% 13.4% Vehicles 9.7% 11.5% 12.4% 

Electrical equipment 9.7% 10.9% 10.8% Mineral ores 12.9% 9.9% 10.3% 

Vehicles 8.2% 8.2% 7.7% Fuels 10.5% 11.7% 9.6% 
 

Source: Trade Map 
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External trade – The current account deficit was on a narrowing trend in 2016, similar to other emerging markets who benefitted from 
increased portfolio inflows from foreign investors. South Africa’s deficit declined to 1.7% of GDP in Q4, 2016 before widening again to 2.4% of 
GDP during the second quarter of 2017. This is still moderate in a historical context, with South Africa’s small current account deficit also 
associated with higher export revenues (supported by higher commodity prices) and the weak state of business and consumer confidence 
lowering the import bill. These factors helped the trade surplus rise from R57 billion in Q1, 2017 to R74 billion in Q2, 2017. The IMF expects 
the current account deficit to widen in 2018 to 3.3% of GDP, thought this will still be below a 10-year average of 4.1% of GDP. BMI projects 
import cover - the number of months of imports covered by a country's foreign reserves - to equal 5.4 months in 2018, compared to a global 
benchmark of at least three months. 

  
Source: IMF 
 
Fiscal policy – The MTBPS (published in late-October 2017) departed from the National Treasury’s trend over the past few years to commit 
to narrowing the fiscal deficit over the medium term. In August 2017, the cabinet adopted a Mandate Paper that allows the presidency a 
greater role in budgetary decision-making. The MTBPS indicated that the presidency was at the time not planning to curtail expenditure growth 
in order to improve the fiscal deficit in spite of revenue challenges. In fact, while Finance Minister Malusi Gigaba indicated that the 2017/18 
financial year will see government revenue fall short by R50 billion compared to the plans laid out earlier in the year, expenditure was 
(unconventionally for such a situation) revised slightly higher for the financial year. The MTBPS was planning for a budget deficit equal to 4.3% 
of GDP in 2017/18 (the IMF expects 4.5%) and 3.9% of GDP in 2018/19 (the IMF expects 4.3% of GDP). Subsequent to the S&P downgrade 
and in lieu of the Moody’s review, President Jacob Zuma directed the finance minister to identify ways to reduce expenditure by R25 billion 
and increase tax revenues by R15 billion during 2018/19, set to be announced in February 2018.  

  
 

Source: IMF, BMI, country statistics agencies 
 
Monetary policy - Headline inflation declined from above 6% y-o-y (the upper limit of the SARB target band) during most of 2016 to 4.6% y-
o-y in July 2017, and most recently registered 4.8% y-o-y in October. Food price inflation fell from more than 10% y-o-y in the year ending 
February 2017 to 5.3% y-o-y in October following the positive impact of strong precipitation in summer rainfall areas on crop production. The 
SARB Monetary Policy Committee (MPC) reduced the prime interest rate by 25 basis points to 10.25% during July, citing an improved inflation 
outlook, a faster-than-expected moderation in food inflation, continued subdued domestic demand and resilience in the exchange rate. 
Policymakers then kept interest rates steady at their September and November meetings. However, the MPC reported after its latest meeting 
that an internal modelling exercise that considers the appropriate level of lending rates suggests a 0.75 percentage point increase in the prime 
rate by end-2019. However, the SARB emphasised that “this does not mean an unconditional commitment to change policy rates”, indicating 
that the implied path is “a broad guide to policy” and that the MPC can definitely choose to divert from the suggested interest rate path. 
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