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Figure 1: Gross debt-to-GDP outlook and main budget revenue and expenditure
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= The Budget on 21st February is expected to see very similar fiscal ratio projections to 2023’'s MTBPS
(Medium-Term Budget Policy Statement) revisions, as the marked fiscal slippage highlighted in November
last year becomes entrenched, and so fiscal consolidation remains delayed.

®= In November 2023’s MTBPS, gross debt was projected to peak at 77.7% of GDP in 2025/26, substantially
higher than February 2023’s Budget estimate, of 73.6% of GDP for the same year. Worryingly, gross debt
was projected above 70.0% of GDP in 2031/32, and this expansion of the debt ratio reduces the
sustainability of government finances, with a debt ratio of 60% of GDP instead seen as the maximum
sustainable debt ratio for an emerging market economy.

= For this fiscal year (2023/24), the 2023 February Budget projected gross debt at 72.2% of GDP, which was
then pushed up to an estimate of 74.7% of GDP in 2023’s November MTBPS. With the first three quarters
of 2023/24 showing expenditure at 74.2% of that budgeted, ahead of the 70.1% of the comparative period
of 2022/23, and revenue at 71.5% of budget, under the 72.2% of the comparable period, a marked drop in
the projected debt to GDP ratio for this year is unlikely. The 2023/24 budget deficit was revised weaker, at
-4.9% of GDP in the MTBPS versus -4.0% of GDP, further evidence of fiscal slippage, and the deteriorated
budget deficit projections of later years won’t have improved substantially.

= Previously, in February 2023’s Budget, the gross debt to GDP ratios were projected to fall below 70% of
GDP in 2026/27, and remain below 70%, moderating to 65.9% of GDP by 2031/32 (instead of the current
projection of remaining above 70%). This step away from fiscal consolidation and sustainability of
government finances has negatively affected bond market sentiment, elevating yields.

Figure 2: Government’s budget balance
% GDP
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Figure 3: South Africa: government main budget deficit/surplus — seasonality of deficits/surpluses
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Figure 4: Macro-economic forecasts, Treasury vs. Investec

2023 2024 2025
Final household consumption 0.8 14 1.5
Investec 0.6 14 1.8
Final government consumption 0.6 -3.2 -0.5
Investec 1.8 -3.2 -0.5
Gross fixed capital formation 6.2 3.6 4.6
Investec 4.5 4.6 4.8
Gross domestic expenditure 1.6 1.0 1.6
Investec 0.6 1.2 1.7
Exports 4.2 2.1 2.6
Investec 3.6 3.3 3.1
Imports 71 2.1 2.7
Investec 3.8 3.4 3.8
Real GDP 0.8 1.0 1.6
Investec 0.5 1.0 1.4
CPI Inflation 6.0 4.9 4.6
Investec 5.9 4.5 4.2

Source: National Treasury, Investec
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Figure 5: South Africa: government main budget revenue

250 7 R'bn

200

150

100

50

Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar
m2018/19 m2019/20 m2020/21 2021/22 m2022/23 m2023/24

Source: National Treasury

The MTBPS did not provide bailouts for Eskom or Transnet, but the SONA on 8" February (Thursday next
week) is likely to reference the electricity and freight constraints on the economy. The IMF this week revised
down its economic growth forecast sharply for South Africa this year, from 1.8% y/y to 1.0% yly, stating “(t)he
downward revision for 2024 ... mainly reflects a weaker projection for South Africa on account of increasing
logistical constraints, including those in the transportation sector, on economic activity.” For 2025 it also
projected a weaker growth outcome to its October 2023 view, dropping the projected 2025 economic growth
rate to 1.3% y/y from 1.6% y/y. South Africa’s October MTBPS growth forecast for 2023 was overly strong, at
0.8% yly, with the outcome most likely to be 0.5% y/y, which will add to the upwards pressure on the gross
loan debt to GDP ratio, not detract from it. For 2024, the MTBPS’s growth forecast is aligned to ours, at 1.0%
yly, but for 2025 the MTBPS’s 1.6% yly is likely to prove too strong, given persistent load shedding, lifting the
gross loan debt projection to GDP for 2025/26 too. On the inflation front, the

Figure 6: Main budget revenue and expenditure®
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Figure 7: Main budget framework
2020/21  2021/22  2022/23 2023/24 2024/25 2025/26 2026/27
R billion/percentage of

GDP Outcome Revised Medium-term estimates
Gross tax revenue 12497 1563.8 16867 17307 18540 19758  2111.9
grfvsvtshtax revenue 78%  251%  7.9% 2.6% 71% 6.6% 6.9%
Nominal GDP growth -1.7% 12.4% 6.5% 4.3% 6.2% 6.1% 6.5%
Buoyancy 4.62 2.03 1.21 0.61 1.15 1.07 1.05
Non-tax revenue 26.3 40.4 51.0 41.6 29.2 31.1 30.1
South African Customs 63.4 46.0 437 79.8 -89.9 85.6 -84.0
National Revenue Fund 25.8 6.1 5.2 22.4 8.8 0.4 0.6
receipts
Main budget revenue 12384 15643 16992 17148 18021 10217  2,058.5
221%  24.8%  253%  24.5% 24.2% 24.3% 24.5%
Main budget 1,789.0 1,887.3 2,009.2 20449 21237 22472  2,369.2

expenditure
31.9% 29.9% 29.9% 29.2% 28.5% 28.5% 28.2%
Non-interest expenditure 1,556.4 1,619.2 1,700.7 1,690.4 1,737.8 1,821.7 1,913.3
27.7% 25.7% 25.3% 241% 23.3% 23.1% 22.7%

Debt-service costs 232.6 268.1 308.5 354.5 385.9 425.5 455.9
4.1% 4.2% 4.6% 5.1% 5.2% 5.4% 5.4%

Main budget balance 1,789.0 1,887.3 2,009.2 2,044.9 2,123.7 2,247.2 2,369.2
31.9% 29.9% 29.9% 29.2% 28.5% 28.5% 28.2%

Primary balance -318.1 -54.9 -1.5 244 64.2 100.0 145.2
-5.7% -0.9% 0.0% 0.3% 0.9% 1.3% 1.7%

Source: National Treasury
1. Amount made up of payments and other adjustments
2. Mainly revaluation profits on foreign-currency transactions and premiums on loan transactions

Figure 8: Budget Balances
2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27

Budget 2017
MTBPS 2017 -3.9%

Budget 2018 -3.5%

MTBPS 2018 -4.2% -4.0%

Budget 2019 -4.3% -4.0%

MTBPS 2019 -6.5% 6.2% -5.9%

Budget 2020 -6.8% 6.2% 5.7%

MTBPS 2020 15.7% -10.1% -8.6% -7.3%

Budget 2021 -5.7% -14.0% -9.3% -7.3% -6.3%

MTBPS 2021 -9.9% -6.6% -6.0% -5.3% -4.9%

Budget 2022 -10.0% 5.7% -6.0% -4.8% -4.2%

MTBPS 2022 -9.8% 5.1% -4.9% -4.1% -3.7% -3.3%

Budget 2023 -9.9% -4.6% -4.2% -4.0% -3.8% -3.2%

MTBPS 2023 -9.8% 5.1% -4.6% -4.7% -4.3% -4.1% 3.7%

Source: MTBPS November 2023
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Figure 9: Government total expenditure % GDP- SA’s BB- Fitch rated peers
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MTBPS forecast of 4.9% yly for 2024 is above ours of 4.5% yly with some risk subsiding as weather
outcomes are proving better than expected this summer, and National Treasury may drop its forecast
inflation figure for this year somewhat.

For government finance ratios, it is the nominal GDP (actual rand value) measure which is used, not real
GDP, in the fiscal ratio calculations. The lower inflation rate likely for this year than National Treasury
previously forecast, means the nominal GDP measure could be adjusted down somewhat, lifting the
2024/25 fiscal ratios. The government finance figures for the year to date (main budget figures are only
available, i.e., figures of national government, while consolidated figures include the provinces and local

Figure 10: Government revenue % GDP- SA’s BB- Fitch rated peers
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Figure 11: General Government Gross Debt, 2018-28
Projections

% of GDP 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Average 102.9 104.1 1229 117.0 112.3 1121 112.7 113.8 114.6 115.3 116.3

Euro Area 85.7 83.7 96.8 94.8 91.0 89.6 88.3 87.1 86.1 85.5 84.9

G7 117.3 118.3 1404 133.9 128.0 127.8 128.9 130.5 131.7 132.8 134.3

G20 Advanced 111.6 113.1 134 .1 127.9 122.6 122.7 124.0 125.5 126.6 127.6 129.0
Andorra 36.3 354 46.4 48.6 394 37.7 35.7 34.4 334 32.3 31.1
Australia? 41.8 46.7 57.2 55.9 50.7 51.9 55.6 56.3 56.3 55.7 54.9
Austria 74.1 70.6 82.9 82.3 78.5 74.8 74.0 71.7 70.7 68.9 68.2
Belgium 99.9 97.6 112.0 109.1 105.1 106.0 106.8 108.5 110.9 113.5 115.9
Canada? 90.8 90.2 118.9 115.1 107.4 106.4 103.3 100.6 98.6 96.6 94.7
Croatia 73.2 71.0 86.9 78.3 68.8 63.8 61.8 60.3 58.5 56.9 55.2
Cyprus 98.1 90.4 113.5 101.0 86.5 78.6 70.9 66.8 61.7 58.4 55.1
Czech Republic 321 30.0 37.7 42.0 44.2 45.4 44 .4 44 1 43.8 43.4 42.9
Denmark 34.0 33.7 42.3 36.0 29.7 30.1 29.0 28.7 28.6 28.6 28.6
Estonia 8.2 8.5 18.6 17.8 18.5 21.6 24.0 25.9 27.5 29.1 30.5
Finland 64.8 64.9 74.7 72.5 72.5 73.6 76.5 79.0 80.2 80.4 80.3
France 97.8 97.4 114.7 113.0 111.8 110.0 110.5 110.4 110.4 110.5 110.8
Germany 61.9 59.5 68.7 69.0 66.1 65.9 64.0 61.8 59.9 58.6 57.5
Greece 190.7 185.5 2124 200.7 178.1 168.0 160.2 155.7 151.4 148.2 145.3
Hong Kong SAR? 0.1 0.3 1.0 1.9 4.3 6.1 7.0 7.6 8.7 9.6 9.7
Iceland 63.2 66.5 77.7 75.4 68.9 61.2 54.6 51.6 47.9 44 .4 41.8
Ireland 62.9 57.1 58.1 544 44 .4 42.7 39.0 35.7 33.2 311 29.5
Israel 60.1 59.2 70.9 67.8 60.7 58.2 56.8 56.4 56.3 56.5 56.9
Italy 134.4 1341 154.9 149.9 144 4 143.7 143.2 142.8 141.9 141.0 140.1
Japan 232.4 236.4 258.6 255.1 260.1 255.2 251.9 250.6 2511 251.9 252.8
Korea 40.0 421 48.7 51.3 53.8 54.3 55.6 56.5 57.1 57.5 57.9
Latvia 37.0 36.5 42.0 43.7 40.8 40.6 39.5 38.7 38.3 37.2 36.0
Lithuania 33.7 35.8 46.3 43.7 38.1 36.1 34.4 33.0 31.8 30.9 30.1
Luxembourg 20.9 22.4 24.6 24.5 24.8 27.6 29.3 30.2 304 30.5 304
Malta 43.4 40.0 52.2 54.0 52.3 541 55.2 56.1 56.3 55.3 54.3
The Netherlands 52.4 48.5 54.7 51.6 50.1 49.5 48.6 48.7 49.0 49.6 50.3
New Zealand 28.1 31.8 43.3 47 .4 46.4 46.1 49.9 52.3 52.0 49.7 47.7
Norway 394 40.6 46.1 42.8 37.1 374 36.3 36.2 35.9 35.2 34.5
Portugal 121.5 116.6  134.9 125.4 113.9 108.3 104.0 99.9 96.2 92.9 89.7
Singapore 109.4 127.8 149.0 147.7 167.5 167.9 168.3 168.8 169.3 169.8 170.2
Slovak Republic 494 48.0 58.9 61.0 57.8 56.7 56.5 57.5 60.3 61.7 63.0
Slovenia 70.3 65.4 79.6 74.4 72.6 68.5 66.5 64.7 63.4 62.4 61.3
Spain 100.4 98.2 120.3 116.8 111.6 107.3 104.7 103.9 103.8 103.8 103.8
Sweden 39.2 355 39.8 36.4 32.7 32.3 32.6 32.2 31.5 30.7 29.7
Switzerland 39.8 39.6 43.2 411 40.9 39.5 37.7 36.4 35.0 33.9 32.6
United Kingdom 85.2 84.5 104.6 105.2 101.9 104 .1 105.9 107.3 108.5 108.2 108.2
United States? 107.4 108.7 133.5 126.4 121.3 123.3 126.9 130.3 132.9 135.1 137.5
Andorra 36.3 354 46.4 48.6 394 37.7 35.7 34.4 334 32.3 31.1

Source: IMF, Fiscal Monitor October 2023
Note: 1 The average does not include the debt incurred by the European Union and used to finance the grants portion of the
NextGenerationEU package. This totaled €58 billion (0.4 percent of EU GDP) as of December 31, 2021, and €158 billion (1 percent
of EU GDP) as of February 16, 2023. Debt incurred by the European Union and used to on-lend to member states is included
within member state debt data and regional aggregates.
2 For cross-economy comparison, gross debt levels reported by national statistical agencies for economies that have adopted the
2008 System of National Accounts (Australia, Canada, Hong Kong SAR, and the United States) are adjusted to exclude unfunded
pension liabilities of government employees’ defined-benefit pension plans.
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Figure 12: South Africa: government main budget expenditure
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municipalities) are already proving worse than last year’s performance at this time, but any lowering of
nominal GDP estimates would increase the gross loan debt projections, worsening fiscal slippage.

Moody’s already warned after the MTBPS last year that “the constraints on the economy from the network
infrastructure, such as energy and logistics infrastructure, continue to limit the country's growth potential.
A further erosion in South Africa’s economic growth prospects and a sustained deterioration in its fiscal
strength would likely lead to a rating downgrade. Indications that the SOE sector requires fiscal support
well beyond our current assumptions, which would inhibit the government’s fiscal consolidation efforts,
would also strain the rating.” “(W)e project that the government will be able to stabilise the debt at around
75% of GDP over the next three years, a step change compared with the previous trend of rising debt.”
Should the debt burden not stabilise over the medium- term, with the medium-term expenditure
framework running from 2024/25 to 2026/27, this would contradict Moody’s

Figure 13: Consolidated government fiscal framework

R bn/% of GDP
Revenue

Expenditure

Budget balance

Total gross loan debt

2022/23 2023/24 2024/25 2025/26 2026/27
Revised Medium-term estimates

1,898.2 1,915.5 2,012.6 2,139.3 2,286.5
28.2% 27.3% 27.0% 27.1% 27.2%
2,145.2 2,262.0 2,352.5 2,473.3 2,588.6
31.9% 32.3% 31.6% 31.3% 30.8%
-247.0 -346.5 -339.9 -334.0 -302.0
-3.7% -4.9% -4.6% -4.2% -3.6%
4,765.4 5,238.0 5,641.3 6,133.4 6,524.9
70.9% 74.7% 75.8% 77.7% 77.5%
1,898.2 1,915.5 2,012.6 2,139.3 2,286.5

Source: National Treasury, MTBPS November 2023

Annabel Bishop ¢ Investec Bank Limited « Tel (2711) 286 7188 « email: annabel.bishop@investec.co.za



é)

..vv

AY
& Investec

Budget Preview: 21t February Budget expected to maintain )\\\é\’
deteriorated borrowing projection of MTBPS

Friday 2 February 2024

Figure 14: Consolidated government expenditure by economic classification’
2022/23 2023/24 2024/25 2025/26 2026/27 Average

- Outcome Revised Medium-term estimates annual
R billion growth
Current payments 1,292.5 1,395.4 1,446.3 1,528.0 1,602.1 4.7%
Compensation of employees 689.1 724.3 740.2 768.8 804.7 3.6%
Goods and services 286.1 307.5 310.9 324.0 331.8 2.6%
Interest and rent on land 317.2 363.6 395.3 435.1 465.6 8.6%
of which: debt-service costs 308.5 354.5 385.9 425.5 455.9 8.7%
Transfers and subsidies 720.6 751.4 774.9 788.4 818.3 2.9%
Provinces and municipalities 165.5 1721 182.9 191.5 197.8 4.8%
Departmental agencies and 26.7 27.3 241 24.2 25.8 -1.9%
accounts
Higher education institutions 53.5 51.3 55.6 56.3 58.9 4.7%
"Foreign governments and
international organisations" 3.3 3.3 3.5 3.6 3.8 4.2%
"Public corporations and private
enterprises” 39.7 42.9 40.3 42.2 42.8 0.0%
Non-profit institutions 40.6 42.8 39.5 411 42.9 0.1%
Households 391.3 411.6 429.1 429.4 446.2 2.7%
Payments for capital assets 85.4 110.9 122.9 145.4 149.4 10.4%
Buildings and other capital assets 63.0 81.1 95.2 115.6 120.0 13.9%
Machinery and equipment 22.4 29.8 27.7 29.8 29.5 -0.4%
Payments for financial assets 46.8 3.9 3.4 3.9 4.3
Total 2,145.2 2,261.6 2,347.5 2,465.7 2,5741 4.4%
Contingency reserve - 04 5.0 7.6 14.5
Consolidated expenditure 2,145.2 2,262.0 2,352.5 2,473.3 2,588.6 4.6%

Source: National Treasury, MTBPS November 2023

1) Consisting of national and provincial departments, social security funds and public entities

Figure 15: Average nominal growth in spending and consolidated government expenditure by function,
2022/23-2025/26
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Figure 16: Total National debt, 2022/23-2026/27

, 2022/23  2023/24 2024/25 2025/26 2026/27
End of period

R billion Outcome Revised Medium-term estimates
MTBPS 2023
Gross loan debt 4,765.4 5,238.0 5,641.3 6,133.4 6,524.9
Net loan debt 4,516.3 5,088.4 5,5648.8 6,060.5 6,444.0
As percentage of GDP:
Total gross loan debt 70.9% 74.7% 75.8% 77.7% 77.5%
Total net loan debt 67.2% 72.6% 74.6% 76.7% 76.6%

Source: National Treasury, MTBPS November 2023

expectation for the country, with its rating of ba2 (BB) with a stable outlook.

Fitch last month noted “(g)rowth is hampered by power shortages that are expected to continue in the
near to medium term, although at a lower magnitude than in recent months, and by a struggling logistic
sector”. “We forecast real GDP growth will accelerate to 0.9% in 2024 and 1.3% in 2025, from an
estimated 0.5% in 2023. The economy remains severely troubled by the impact of electricity capacity
constraints, a struggling logistics sector”. The credit rating agency warned that “(f)actors that could,
individually or collectively, lead to negative rating action/downgrade (include).... (a) further weakening of
trend growth or a sustained shock that further undermines fiscal consolidation efforts and raises socio-
economic pressure in the face of exceptional inequality ... (f)urther significant increase in government
debt-to-GDP, for example, due to persistent large fiscal deficits or the materialisation of large-scale
contingent liabilities”. The credit rating agencies have not signalled any need for downgrades based on
the MTBPS figures but warn of fiscal deterioration and failure to consolidate government finances. Credit
rating downgrades are not expected after this month’s Budget either.

Figure 17: Total national government debt

End of period 2021/22 2022/23 2023/24 2024/25 2025/26
R billion Outcome Revised Medium-term estimates
Domestic loans' 4,209.8 4,642.8 5,065.3 5,536.0 5,867.7
Short-term 422.6 470.5 517.5 569.5 608.5
Long-term 3,787.2 4,172.4 4,547.8 4,966.6 5,259.2
Fixed-rate 2,743.8 2,991.2 3,301.1 3,610.2 3,624.2
Inflation-linked 992.2 1,038.0 1,063.1 1,228.1 1,370.5
Floating rate note 51.2 143.2 183.6 228.3 264.5
Foreign loans’ 555.7 595.2 576.0 597.3 657.2
Gross loan debt 4,765.4 5,238.0 5,641.3 6,133.4 6,524.9
Less: National Revenue Fund -249.2 -149.7 -92.5 -72.9 -81.0
bank balances
Net loan debt? 4,516.3 5,088.4 5,548.8 6,060.5 6,444.0
As percentage of GDP:
Gross loan debt 70.9% 74.7% 75.8% 77.7% 77.5%
Net loan debt 67.2% 72.6% 74.6% 76.7% 76.6%

Source: National Treasury, MTBPS November 2023
1. Estimates include revaluations based on National Treasury's projections of inflation and exchange rates
2. Net loan debt is gross loan debt minus the bank balances of the National Revenue Fund
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Figure 18: Macroeconomic projections

2022 2023 2024 2025 2026
Percentage change unless otherwise indicated Actual Estimate Forecast
Final household consumption 2.5 0.8 14 1.5 1.7
Gross fixed capital formation 4.8 6.2 3.6 4.6 3.4
Real GDP growth 1.9 0.8 1.0 1.6 1.8
GDP at current prices (R billion) 6,628.6 6,947.3 7,321.4 7,786.8 8,288.7
CPI Inflation 6.9 6.0 4.9 4.6 4.5
Current account deficit (% GDP) -0.5 -2.4 -3.0 -3.0 -3.1

Source: National Treasury, MTBPS November 2023

Figure 18: Main budget framework
2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27
R billion/percentage

of GDP Outcome Revised Medium-term estimates
Main budget revenue 1,2384 1,564.3 1,699.2 1,714.8 1,802.1 1,921.7 2,058.5

22.1% 24.8% 25.3% 24.5% 24.2% 24.3% 24.5%
Main budget

1,789.0 1,887.3 2,009.2 2,044.9 2,123.7 2,247.2 2,369.2
31.9% 29.9% 29.9% 29.2% 28.5% 28.5% 28.2%
1,556.4 1,619.2 1,700.7 1,6904 1,737.8 1,821.7 1,913.3
27.7% 25.7% 25.3% 24.1% 23.3% 23.1% 22.7%

expenditure

Non-interest
expenditure

Debt-service costs 232.6 268.1 308.5 354.5 385.9 425.5 455.9
4.1% 4.2% 4.6% 5.1% 5.2% 5.4% 5.4%
Main budget balance -550.6 -323.0 -309.9 -330.1 -321.6 -325.5 -310.7
-9.8% -5.1% -4.6% -4.7% -4.3% -4.1% -3.7%
Primary balance -318.1 -54.9 -1.5 244 64.2 100.0 145.2
-5.7% -0.9% 0.0% 0.3% 0.9% 1.3% 1.7%

Source: National Treasury, MTBPS November 2023

Figure 19: Main Budget Balance
%
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Source: National Treasury, MTBPS November 2023
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Figure 20: Government gross debt % GDP — SA’s BB- Fitch rated peers
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Source: IMF, Fiscal Monitor October 2023

With the SONA (State of the Nation address) still to occur on 8" February, and SA in a national election
year, updates on government plans for infrastructure, education, crime, economic growth, health care,
and the electricity crisis and freight blockages are forthcoming. In 2022, the SONA read “(w)e all know
that government does not create jobs. Business creates jobs. Around 80 per cent of all the people
employed in South Africa are employed in the private sector.” The speech showed growing openness
from the state in working with the private sector to overcome SA’s structural weaknesses in the economy,
given state capacity weaknesses in a number of areas. The president highlighted “(a) capable state is
not only about the quality of public servants and the efficiency of institutions. It is also, fundamentally,
about how citizens are empowered to participate.” While the SONA will signal the continuation of these
state private sector partnerships in electricity, freight and crime/corruption fighting, this year SONA’s is
likely to show more populism creeping in, particularly on the healthcare side. The impending NHI act
seeks to eradicate private sector healthcare, only allowing for the majority to be provided by the state,
which has been ranked amongst the worst healthcare providers in the world for many years in the World
Bank’s global competitiveness survey. With the most likely resultant emigration of most private sector
doctors and specialists under the implementation of the NHI, business leaders, skilled workers and
entrepreneurs will in the main likely emigrate too, while international tourism would collapse under state
healthcare being the only option. This would all negatively affect state revenue, resulting in a massive
widening in borrowing, while state expenditure would rocket, and the prospect of fiscal consolidation
disappear. Emigration has already been high in SA over the past decade, typically to OECD countries
which have both full state and private health care. However, the ANC led government is likely to use the
lure of incoming NHI healthcare to garner more votes, although over the long term it is likely to result in
less, and poorer quality, public healthcare as tax payers emigrate from SA in greatly increased numbers.

Figure 21: Expenditure continues to outpace revenue
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Source: National Treasury, MTBPS November 2023
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Figure 22: Fiscal Balances, 2014-28 Overall Balance (Percent of GDP)
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Advanced Economies

Canada 0.4 0.0 -10.9 —4.4 -08 -0.7 -06 -0.5 -0.4 -0.3 -0.2
Euro Area -0.4 -06 7.1 -5.3 -36 -34 -27 -2.3 -2.1 -2.1 -2.1
France -2.3 -3.1 -9.0 -6.5 48 -49 -45 —4.0 -36 35 -3.6
Germany 1.9 1.5 -4.3 -3.6 -25 =29 -17 -0.9 -06 -05 -0.5
Italy 2.2 -1.5 97 -9.0 -80 -50 40 -3.3 2.7 2.7 -2.5
Spain’ -25 -3.0 -9.1 -6.2 -69 -56 -37 -2.6 =27 29 -3.3
Japan -25 -3.0 -9.1 -6.2 -69 -56 -3.7 -2.6 =27 =29 -3.3
United Kingdom 2.6 04 2.2 0.0 -16 -12 -09 -0.3 -0.2 0.0 0.0
United States? -0.7 -04 -3.7 -5.4 -3.7 =37 -138 -2.0 -2.0 -1.1 -0.9
Emerging Market Economies

MENA -1.7 -25 -85 -2.2 3.1 -04 -13 -1.5 -1.5 -15 -1.8
Asia —4.2 -58 97 -6.5 -73 -69 -6.8 -6.8 -69 7.0 -71
China -4.3 —6.1 -9.7 -6.0 -75 71 -7.0 -7.3 -75 -76 -7.8
India 4.7 -35 -7.0 —7.1 -6.2 -35 -24 -2.6 2.4 2.2 -1.9
Europe 0.3 -06 -55 -1.9 -25 -48 -38 -3.0 -26 24 2.2
Russian Federation 29 1.9 —-4.0 0.8 -14 37 -26 -1.3 -0.6 —-0.1 0.3
Latin America -5.0 -3.8 -8.3 -3.9 -34 -46 -46 -3.3 -29 27 -2.6
Brazil -7.0 -50 -11.9 2.5 -31 -71 -6.0 -53 48 44 —4.4
Mexico 0.1 -1.0 -2.9 -2.8 -08 -28 -32 -3.6 -28 -28 -2.7
Saudi Arabia -1.5 2.7 -71 -7.5 1.4 -16 -1.3 -0.7 -0.3 0.2 0.2
South Africa -3.7 —4.7 -9.6 -5.5 47 -64 -65 -6.8 -6.5 -6.5 -6.7
Low-Income Developing Countries

Kenya -6.9 -7.4 -8.1 -7.2 -58 47 -41 -3.7 -36 -3.8 -3.8
Nigeria -0.6 -0.1 -3.1 -0.7 -03 -18 -33 -3.1 -3.2 -3.4 -3.6
Vietham 4.7 -3.3 -5.6 -1.3 -16 -34 -35 -3.4 -35 =30 -2.9

Source: IMF, Fiscal Monitor October 2023

Figure 23: Main budget primary balance
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Disclaimer

For the purposes of this disclaimer, Investec shall include Investec Bank Limited, its ultimate holding company, a subsidiary (or a subsidiary
of a subsidiary) of that entity, a holding company of that entity or any other subsidiary of that holding company, and any affiliated entity of
any such entities. “Investec Affiliates” shall mean any directors, officers, representatives, employees, advisers or agents of any part of
Investec.

The information and materials presented in this report are provided to you solely for general information and should not be considered as
an offer or solicitation of an offer to sell, buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto.

The information in this report has been compiled from sources believed to be reliable, but neither Investec nor any Investec Affiliates accept
liability for any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any opinions, forecasts
or estimates herein constitute a judgement as at the date of this report. There can be no assurance that future results or events will be
consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied is made regarding future performance. The information in this report
and the report itself is subject to change without notice. This report as well as any other related documents or information may be incomplete,
condensed and/or may not contain all material information concerning the subject of the report; its accuracy cannot be guaranteed. There
is no obligation of any kind on Investec or any Investec Affiliates to update this report or any of the information, opinions, forecasts or
estimates contained herein.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position or interest in the financial
instruments or services referred to herein, and may add to or dispose of any such position or may make a market or act as a principal in
any transaction in such financial instruments. Investec (or its directors, officers or employees) may, to the extent permitted by law, act upon
or use the information or opinions presented herein, or research or analysis on which they are based prior to the material being published.
Investec may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this
report. Those reports reflect the different assumptions, views and analytical methods of the analysts who prepared them. The value of any
securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency denominated securities and financial
instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such
securities or financial instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give
rise to substantial risk and are not suitable for all investors.

This report does not contain advice, except as defined by the Corporations Act 2001 (Australia). Specifically, it does not take into account
the objectives, financial situation or needs of any particular person. Investors should not do anything or forebear to do anything on the basis
of this report. Before entering into any arrangement or transaction, investors must consider whether it is appropriate to do so based on their
personal objectives, financial situation and needs and seek financial advice where needed.

No representation or warranty, express or implied, is or will be made in relation to, and no responsibility or liability is or will be accepted by
Investec or any Investec Affiliates as to, or in relation to, the accuracy, reliability, or completeness of the contents of this report and each
entity within Investec (for itself and on behalf of all Investec Affiliates) hereby expressly disclaims any and all responsibility or liability for the
accuracy, reliability and completeness of such information or this research report generally.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933, and may not
be offered or sold in the United States of America or to US persons unless they have been registered under such Act, or except in compliance
with an exemption from the registration requirements of such Act. US entities that are interested in trading securities listed in this report
should contact a US registered broker dealer.

For readers of this report in South Africa: this report is produced by Investec Bank Limited, an authorised financial services provider and a
member of the JSE Limited.

For readers of this report in United Kingdom and Europe: this report is produced by Investec Bank Plc (“IBP”) and was prepared by the
analyst named in this report. IBP is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and
the Prudential Regulation Authority and is a member of the London Stock Exchange. This report is not intended for retail clients and may
only be issued to professional clients and eligible counterparties, and investment professionals as described in S19 of the Financial Services
and Markets Act 2000 (Financial Promotions) Order 2005.

For readers of this report in Ireland: this report is produced by Investec Bank plc (Irish Branch) and was prepared by the analyst named in
this report. Investec Bank plc (Irish Branch) is authorised by the Prudential Regulation Authority in the United Kingdom and is regulated by
the Central Bank of Ireland for conduct of business rules.

For readers of this report in Australia: this report is issued by Investec Australia Limited, holder of Australian Financial Services License
No. 342737 only to ‘Wholesale Clients’ as defined by S761G of the Corporations Act 2001.
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For readers of this report in Hong Kong: this report is distributed in Hong Kong by Investec Capital Asia Limited, a Securities and Futures
Commission licensed corporation (Central Entity Number AFT069) and is intended for distribution to professional investors (as defined in
the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)) only. This report is personal to the recipient and any
unauthorised use, redistribution, retransmission or reprinting of this report (whether by digital, mechanical or other means) is strictly
prohibited.

For readers of this report in India: this report is issued by Investec Capital Services (India) Private Limited which is registered with the
Securities and Exchange Board of India.

For readers of this report in Singapore: this report is produced by IBP and issued and distributed in Singapore through Investec Singapore
Pte. Ltd. (“ISPL"), an exempt financial adviser which is regulated by the Monetary Authority of Singapore as a capital markets services
licence holder. This material is intended only for, and may be issued and distributed in Singapore only to, accredited investors and
institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (“SFA”). This material is not intended to be
issued or distributed to any retail or other investors. ISPL may distribute reports produced by its respective foreign entities, affiliates or other
foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Singapore recipients of
this document should contact ISPL at the above address in respect of any matters arising from, or in connection with, this report.

For readers of this report in Canada: this report is issued by IBP, and may only be issued to persons in Canada who are able to be
categorised as a “permitted client” under National Instrument 31-103 Registration Requirements and Exemptions or to any other person to
whom this report may be lawfully directed. This report may not be relied upon by any person other than the intended recipient.

The distribution of this document in other jurisdictions may be prohibited by rules, regulations and/or laws of such jurisdiction. Any failure
to comply with such restrictions may constitute a violation of United States securities laws or the laws of any such other jurisdiction.

This report may have been issued to you by one entity within Investec in the fulfilment of another Investec entity’s agreement to do so. In
doing so, the entity providing the research is in no way acting as agent of the entity with whom you have any such agreement and in no
way is standing as principal or a party to that arrangement.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated,
or disclosed to another party, without the prior written consent of an entity within Investec. Securities referred to in this report may not be
eligible for sale in those jurisdictions where an entity within Investec is not authorised or permitted by local law to do so. In the event that
you contact any representative of Investec in connection with receipt of this report, including any analyst, you should be advised that this
disclaimer applies to any conversation or correspondence that occurs as a result, which is also engaged in by Investec and any relevant
Investec Affiliate solely for the purposes of providing general information only. Any subsequent business you choose to transact shall be
subject to the relevant terms thereof. WWe may monitor e-mail traffic data and the content of email. Calls may be monitored and recorded.
Investec does not allow the redistribution of this report to non-professional investors or persons outside the jurisdictions referred to above
and Investec cannot be held responsible in any way for third parties who effect such redistribution or recipients thereof. © 2019.
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