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•    While SA’s CPI inflation trajectory is expected to be one of falling inflation this year, 

there are a number of upside risks, which include the operating costs of load 

shedding to the economy and marked rand weakness. 

•  The extreme rand depreciation over the past fourteen months has supported CPI 

inflation at a higher rate than would have occurred in a stable currency environment, 

and the currency deprecation pass through impact has increased. 

•  Load shedding has placed extreme strain on the economy, which has added to costs 

and so inflationary pressures, while also severely subduing economic growth and so 

job creation and business confidence.  

•  The Council for Scientific and Industrial Research (CSIR) notes “(p)ower from a 

generator is as much as 408% more expensive than power from the municipal grid”, 

which is damaging business activity and placing upwards pressure on inflation.  

•  The South African Reserve Bank (SARB) notes “load-shedding may add 0.5 

percentage points to headline inflation in 2023. Severe stages of load-shedding … 

(are) inflationary … (with) higher operating costs … passed to consumers.” 

•  “Load-shedding concerns will continue to weigh on investor sentiment, in turn raising 

South Africa’s risk premium and placing pressure on the exchange rate.” Rand 

weakness raises the cost of imported goods, and goods prices in hard currency.  

•  The rand’s weakness has been impacted by the greylisting, along with SA’s 

involvement with Russia on a number of fronts, including looking to host the Russian 

President at a BRICS summit this year in SA. 



•  A number of government officials have visited Russia this year and US Secretary 

Yellen warned SA on “(v)iolation of … sanctions by local businesses or by 

governments” will see the US “respond to quickly and harshly.” 

•  SA remains in a  high risk environment, with many of the domestic factors specific 

to South Africa dragging down the economic outlook, worsening the exchange rate 

and exerting upwards pressure on inflation, as well as on interest rates.   
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•    The Reserve Bank warns of the negative effect on economic growth of damaging 

relations with SA’s largest trading partners, specifically Europe, the US and the 

UK. The rand has reached R19.92/USD, weakening SA’s economic fundamentals. 

•  The SARB warns “(t)he double impact of secondary sanctions and the recent FATF 

greylisting may cause severe and long-lasting damage to South Africa’s reputation 

in the global financial system, with a range of adverse consequences.” 

•  “As at 31 December 2022, 82.5% of foreign direct investment (FDI) into South Africa 

originated from the US, EU and UK, compared to 0.003% from Russia”. Losing FDI 

from the UK, US and Europe would see substantial further rand weakness. 

•  As the rand weakens substantially it erodes the downwards path of inflation, with 

fuel prices determined by both the exchange rate and the international US dollar 

price of petroleum products, as SA imports its fuel, the country’s largest import.   



•  Additionally, “South Africa’s favourable access to the US market in terms of the US 

African Growth and Opportunity Act (AGOA) may not be renewed when it expires in 

2025, which will have severe consequences for corporates and industries”. 

•  “The South African banking sector’s claims on the UK amounted to R324 billion at 

the end of 2022, or close to 38% of the total banking sector’s claims on the rest of 

the world, while banking sector claims on the US was R70 billion, or 8% of total 

South African banking sector claims. Claims on Russia were immaterial”. 

•  “Foreign markets (in particular European markets) are a stable source of term 

funding for South African banks. Any secondary sanctions would constrain or even 

completely close off access to international capital markets for South African banks, 

other financial institutions and corporates. This will also spill over into the cost and 

availability of funding for the rest of the financial sector and the real economy”. 

•  “International market participants providing USD clearing, settlement and payment 

services to South African banks would either fundamentally reduce or completely 

halt such transactions and services, based on the aspects related to the imposition 

of secondary sanctions as described above.” 

•  “Many of the above factors would significantly increase regulatory capital 

requirements for banks and constrain revenues due to a loss of business, 

counterparties and clients.” 
 

  

  



  

  



  



 

  
 

  

  
 

 

 


