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Rand note: key credit rating agencies wait for evidence of SA’s quickened planned 
fiscal consolidation to occur 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   Standard & Poor’s rating agency (S&P), gave South Africa a credit rating review as 
expected on 18th of November, but did not provide any upgrade to the rating, and left SA 
on a positive outlook. The rand did not react materially, with the outcome largely priced in. 

•   While Moody’s was scheduled to provide a credit review, it did not do so which is not 
unusual. Its stable outlook was maintained, as was the Ba2 (the BB equivalent) rating. 
S&P already had a positive outlook attached to its BB- rating of SA, and left this unchanged 
on Friday. 

•   S&P said at the end of last week “(t)he positive outlook reflects our expectation that a net 
external creditor position, a path toward fiscal consolidation, and the implementation of 
some structural reforms could lead to an easing of fiscal and economic pressures.” 

•   S&P moved SA’s outlook to positive in May, clarifying last Friday it could raise the rating 
”if growth in economic output and fiscal consolidation continue on a sustained basis, 
against a backdrop of structural and governance reforms and supportive external sector 
dynamics”. 

•   However, it also warned “(w)e could revise the outlook to stable if external or domestic 
shocks subdue South Africa's economic growth over the forecast period, or if fiscal 
financing or external pressures significantly increase.” 

•  “This could, for example, result from a sharper global economic downturn, particularly in 
China”, although it does expect that economic “(g)rowth will slow but remain stronger than 
pre-pandemic levels”. 



•  Adding, “downside risks could be exacerbated by the ongoing domestic electricity and 
infrastructure constraints, along with a sharper economic slowdown in China and the rest 
of the world.” Additionally, “(m)edium-term fiscal risks remain significant.” 

•  “Our forecasts are more conservative - we forecast the deficit will only marginally narrow 
to 4.6% of GDP by fiscal 2025, from 5.1% of GDP in fiscal 2023. Our assumptions 
incorporate lower revenue growth.” The tone of the S&P review was not as positive as 
hoped by some. 

•  After opening today not far removed from Friday’s close, the rand has weakened modestly 
to R17.46/USD. S&P’s review does highlight a number of concerns which markets also 
share as well, with a move to a credit rating upgrade unlikely to be plain sailing. 
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•   Indeed, S&P warned “(w)e could also revise the outlook to stable if the expected debt 
transfer from Eskom (CCC+/Negative/--) to the sovereign balance sheet significantly 
weakens the sovereign's fiscal trajectory without addressing operational and financial 
shortcomings at the public utilities company.” 



•   It also highlighted “(o)ne of the key fiscal challenges is that interest expenditure is 
structurally high, limiting fiscal flexibility, while also cementing large interest payment 
outflows to nonresidents abroad. We do not expect credit rating upgrades this year.” 

•   The substantial improvement in government finances and fiscal projections announced in 
the MTBPS, if fulfilled, means SA would not see any credit rating downgrades, and the 
rating agencies are eying December’s ANC conference and the 2023 Budget to consider 
uplifts. 

• The IMF and Moody’s worry over government’s ability to deliver on the planned fiscal 
consolidation from continued pressures for a higher than budgeted wage bill, additional 
relief for SOEs and further social welfare transfer increases, and market players are also 
doubtful. 

•   Fitch has not delivered a country review and may raise the outlook from stable to positive 
as it generally aligns with S&P on SA , but it is potentially unlikely SA will see an actual 
rating upgrade in Q4.22 as noted above. Fitch does not give scheduled dates for its review 
of SA. 

•   In particular, Fitch has said “(s)hould Ramaphosa lose control of the ruling party in the 
coming months, this would significantly weaken policymaking and reform prospects, which 
would dent investor sentiment.” 

•   The rand remains vulnerable to global risk sentiment as well, while domestically markets 
are tending towards a 75bp instead of a 100bp hike from the MPC this week, which is also 
weakening the rand. Implementation of stage 5 loadshedding has also weakened the rand. 

•  The US has hiked interest rates by 100bp more than SA has, and the erosion of the interest 
rate differential between the two countries has weakened the rand, as has US$ strength 
on rising risk aversion globally. The FOMC is set to hike again this year by 50bp in 
December. 

• SA retains a high risk premium, which afflicts the rand negatively as well. The US will 
publish minutes to the 2nd November FOMC meeting on Wednesday, which could have an 
impact on markets as the meeting showed a lift in hawkishness.  

    
 



 

   
 

 

  



 

 

  
 

   

  
 

   

  
    

 


