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Figure 1: Balance of payments: current account 

   
 Source: SARB, Investec 

 
 

 The current account deficit increased to R142.5bn in Q1.19 from R110.2bn in Q4.18. Expressed as a 
percentage of GDP, the deficit widened to 2.9% from 2.2% previously, against consensus of -3.3%. 

 The widening of the deficit was largely a function of the decrease in the trade surplus to R43.0bn in Q1.19 
from R71.8bn in Q4.18, or to 0.9% of GDP from a prior 1.4% of GDP. In Q1.19, the contraction in imports 
of 5.9% q/q was outpaced by the decline in exports of 7.7% q/q.  

 The terms of trade improved in Q1.19 by 4.7% after declining by 2.9% in Q4.18 “as the rand price of imports 
decreased while that of exports rose slightly” according to the SARB.  

 Looking ahead, import growth is likely to remain restrained by weak domestic economic activity, particularly 
the weak rates of fixed investment, and by extension weak demand for capital goods imports. Additionally, 
international oil prices have retreated. SA’s export performance is at risk of flagging in view of weaker-than-
expected global growth and heightened US-China trade tensions that are weighing on commodity prices, 
particularly metals prices.  

 The deficit on the services account rose slightly to 0.3% of GDP in Q1.19 from 0.2% previously, whilst the 
deficit on the income account remained unchanged at 2.8% of GDP.  

 The income component of the current account includes lagged dividend and interest payments/receipts 
associated with fixed and portfolio investments captured in the financial account.  

 The current account deficit continues to be financed predominantly by portfolio investment flows into SA’s 
bond and equity markets. Portfolio investment is short-term in nature and often volatile subject to global 
risk sentiment and financial conditions as well as the country’s sovereign credit ratings (see figure 3).  

 On the global front, expectations of accommodative monetary policy from the major Central Banks has 
supported the easing in global financial conditions and capital flows to emerging markets. However, the 
escalation of the trade dispute and the negative implications on global growth of more protectionist trade 
policies could undermine the sustainability of capital flows to emerging markets (see figure 4).  

 Increased levels of foreign direct investment are required to strengthen the composition of the financing of 
the current account such that there is less reliance on portfolio inflows. Net foreign direct investment turned 
positive in 2018, but was very modest. Enhanced domestic policy certainty and the implementation of 
effective economic reforms would likely encourage a recovery in foreign direct investment into SA.  
 
Figure 2: Balance of payments on current account (R’bn seasonally adjusted and annualised) 

 2017 2018 Q1.18 Q2.18 Q3.18 Q4.18 Q1.19 
Merchandise exports 1 102 1 176 1 065 1 115 1 235 1 287 1 194 
Net gold exports 66 72 77 70 73 67 56 
Merchandise imports -1 104 -1 223 -1 152 -1 160 -1 298 -1 283 -1 207 
Trade balance 65 24 -10 25 10 72 43 
Net service, income and 
current transfer payments -183 -197 -208 -208 -191 -182 

 
-185 

Balance on current account -118 -173 -218 -183 -180 -110 -142 
As % of GDP - 2.5 - 3.5 - 4.6 - 3.8 - 3.7 - 2.2 -2.9 

 Source: SARB
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Figure 3: Balance of payments: financial account   

  
Source: SARB, Investec 

 
 
 

Figure 4: Non-resident portfolio inflows to emerging markets    

  
Source: IIF 
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