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Trade note: falling Transnet capacity weakens economy, while persistent strike 
action risks a contraction for Q3.22 
 
  

 

 

 



  

 

   

   



 

 

 

  

 



 

   

    
     
    

 

•   South Africa’s terms of trade have collapsed, after peaking in the middle of last year, with 
the current reading back at 2019 lows (excluding April 2020), as growth in imports 
accelerated this year, while the pace of export growth has slowed substantially. 

•   High energy prices have been a key driver of the jump in the value of imports this year, 
while the growth in mineral exports slowed substantially, with miners also reporting the 
deteriorating performance of Transnet to transport bulk commodities a key constraint.  



•   The Minerals Council highlights “crime and cable theft (1,500km copper cable stolen in 5 
years), onerous government procurement rules, vandalism, idled locomotives bought in a 
corrupt transaction, poor maintenance, falling productivity at rail and at ports”. 

•   The Council further emphasises that the “(c)ost of deteriorating logistics performance 
remains high” and the “2022 performance year-to-date actual versus target opportunity 
cost of ~R50 billion” and Treasury forfeiting ~R3 billion in taxes or R6 billion considering 
optimized target." 

•   “At current export rates on dedicated TFR … (Transnet Freight Rail)  iron ore channel, 
exports will be 51Mt in 2022, 8Mt lower than target and 9Mt below nameplate … (full 
production and export) capacity”. The current Transnet strike, on its own, risks pushing 
SA into recession.  

•  Falling rail and TPT (Transnet Port Terminal) export performance also weakens 
Transnet’s finances, increasing the burden on the state for providing financial assistance 
and bailouts, with the State’s finances not recovered from the damage of years of state 
capture. 

•   Reliable private sector service and infrastructure provision on rail and port services is 
needed, with regulatory and other hurdles smoothed. Load shedding has also been a key 
constraint in SA’s export ability this year, as has some weakening in global demand in 
some areas. 

•  “Economic activity is slowing down in all three major economies - Europe, which has been 
hit hard by high natural gas prices, China, where housing volatility and COVID-19 
disruptions are dragging down growth, and the U.S., where interest rate hikes are starting 
to bite." IMF 

•  The World Bank and IMF warned this week “of a growing risk of global recession” 
Uncertainty over energy supplies has already dampened consumer and business 
sentiment, and slowed economic activity in Europe, with the region SA’s second largest 
trade partner.  
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•   SA’s trade performance has weakened this year to date, and this is expected to continue 
into next year as economic growth slows further in advanced economies, with 
commodities prices easing, a negative for key commodity exporting economies such as 
SA.  

•   The IMF’s latest WEO (World Economic Outlook) has been published today, and now 
forecasts “(a) slowdown in global growth is forecast, from 6.0 percent in 2021 to 3.2 
percent in 2022 and 2.7 percent in 2023.” SA’s growth forecast is cut to 1.0% (from 1.7%) 
y/y for 2023. 

•   The IMF highlights that its forecast “for the global economy is far below average: global 
economic growth averaged 3.6 percent during 2000–21 (and the same during 1970–
2021). For most economies, the outlook is significantly weaker than projected six months 
ago.” 

• “Forecasts are weaker …  for 143 economies (accounting for 92 percent of world GDP) 
for 2023. The forecast for 2023 is the weakest since the 2.5 percent growth rate … of 
2001—with the exception of those during the global financial and COVID-19 crises.” 

•   “The negative revisions reflect … tightening global financial conditions in most regions, 
associated with expectations of steeper interest rate hikes by major central banks … a 
sharper slowdown in China due to extended lockdowns and the worsening property 
market crisis”. 

•   Furthermore, “spillover effects from the war in Ukraine with gas supplies from Russia to 
Europe tightening” are also seen as key drivers.  In particular, “(t)he world’s three largest 
economies—China, the euro area, and the US—will slow significantly in 2022 and 2023.”  

•   “(A) contraction in real GDP lasting for at least two consecutive quarters … is seen at 
some point during 2022–23 in about 43 percent of economies with quarterly data forecasts 
(31 out of 72 economies), amounting to more than one-third of world GDP”. 



•  “Negative revisions are more pronounced for advanced economies than those for 
emerging market and developing economies, for which differing exposures to the 
underlying developments imply a more mixed outlook”. 

• With China (Asia) SA’s main trade partner, the drop in the IMF growth forecast “to 3.2 
percent in 2022 (the lowest growth in more than four decades, excluding the initial COVID-
19 crisis in 2020)”, is reflective of SA’s weakening trade performance this year already. 

    
 

 

   



 

 
 

  

 

 

   



 

 

  
 

  
  

  
  

 

 


