
  

 
 
  

SA Economics 

 

Monday 28 November 2022
  

  

Rand note: as expected, Fitch left both SA’s credit rating, and outlook, unchanged, 
at BB- stable 
 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   FitchRating (the credit rating agency), gave South Africa a country review on Friday (25th 
November) and left the rating unchanged at BB- as widely expected, along with a stable 
outlook. The rand did not react materially, with the outcome largely priced in. 

•   Fitch specified “South Africa's 'BB-' IDR is constrained by high and still rising government 
debt, low trend growth and high inequality that will continue to complicate fiscal 
consolidation … at this stage we assume a substantial part of recent higher revenues to 
be temporary.” 

•   And that it “see(s) current public sector wage negotiations pointing to increased upward 
pressure on spending”. The agency warned a “significant increase in government 
debt/GDP, for example, due to a persistent failure to narrow the fiscal deficit would see a 
downgrade”.  

•   Currently however, “(t)he affirmation and Stable Outlook take into account substantial 
recent over-performance on fiscal revenues and the government's strong efforts to control 
expenditure, which if successfully continued, could bring about debt stabilisation”. 

•   The agency also noted“(f)actors that could, individually or collectively, lead to positive 
rating action/upgrade: (are i)ncreased confidence that government debt will stabilise, for 
example due to signs of persistent high tax collections combined with successful 
expenditure control”. 



•  And on the macroeconomic performance, policies and prospects side Fitch said that if it 
had “(g)reater confidence in stronger growth prospects, sufficient to support fiscal 
consolidation and address challenges from high inequality and unemployment” SA could 
be upgraded. 

•  A positive for SA is that its “ratings are supported by a favourable debt structure with long 
maturities and denominated mostly in local currency as well as a credible monetary policy 
framework.” 

•  However the agency also warned of a “further weakening of trend growth or a sustained 
shock that further undermines fiscal consolidation efforts and raises socioeconomic 
pressures in the face of exceptional inequality” as leading to a credit rating downgrade. 

•  Overall the credit review was mixed, with insufficient factors to place SA on the path for a 
definite upgrade yet from Fitch. Instead, the rand weakened today as risk aversion rose 
in global financial markets, in what is still a volatile and uncertain environment. 
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•   Global financial markets have been affected in particular by the protests  in China to its 
extreme lockdown restrictions, with the rand depreciating overnight as it was impacted by 
weakened Asian bourses. 

•   Concerns over the global economic growth outlook have increased, ending the recent 
improvement in the risk appetite of investors, which saw the rand strengthen over last 
week, as markets were beginning to look beyond the economic slowdown in H1.23.  

•   That is, the civil unrest in China is worrying investors, while expectations of a sharp 
recovery from the world’s second largest economy on the lessening of COVID restrictions 
are now being reassessed by markets, which has pushed up risk aversion.  

• Volatility has consequently increased, as uncertainty has once again risen sharply on the 
outlook for next year, and investors have returned to safe haven investments, 
strengthening the US dollar and weakening the crosses.    

•   The oil price has fallen further, at US81/bbl currently for Brent crude, which is having an 
effect on fuel price expectations for SA, with only a 48c/liter petrol price hike in December 
now factored in, and the actual increase is likely to be smaller still on lower oil prices. 

•   China has done a U-turn on its restrictions which were easing earlier in November, when 
it reduced COVID test requirements and also lowered isolation periods for those infected 
which caused some improvement in risk sentiment  in markets, and so the rand, over 
November.  

•   Concerns now are that President Xi will maintain a hard line against the social unrest, and 
not allow further easing in lockdown restrictions in the remainder of this year, and even 
early next year, which has caused investors to begin recalibrating expectations for 
markets. 

•  Demonstrators have even called for an end to China’s communist rule, with the popularity 
of the CCP’s leader diminishing, while the economy has been damaged by the zero 
COVID stance and the political instability from China’s citizens, damaging the outlook.  

• In this environment, with President Xi not expected to back down on his stance currently, 
the economic outlook has become unclearer, with the rand reaching R17.19/USD today. 
Persistence of a harsh zero COVID policy in China would negatively affect EMs into 2023. 

    
 



 

   
 



 
 

  

 

 

  
 

   

  
 

   

  
    

 


