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COVID-19: South Africa sees the third wave building, while its economy remains
highly sensitive to lockdown restrictions – likely seeing faster than anticipated Q1.21
GDP growth, as it did in H2.20, as restriction proved lighter than anticipated
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•

South Africa’s seven-day rolling average in new COVID-19 cases has doubled, to 2 822,
from close to 2 149 a week ago, as the third wave gains hold in SA, leading to concerns
on tighter lockdown restrictions with economic activity highly sensitive to changing
lockdowns levels.

•

The economy contracted by an unprecedented -17.8% y/y, or by -16.6% q/q (seasonally
adjusted or sa) on the largely unexpected extent and severity of the lockdown restrictions
in Q2.20. In early March 2020 the full year was only expected to contract by -0.5% y/y.

•

However, by April 2020 a harsher collapse in GDP was expected for the year after a month
had been assessed on the severity of the lockdown restrictions to economic activity.
However, in April only a light lift, of 6.1% q/q for Q3.20, was expected versus the actual of
13.7% y/y.

•

The very high sensitivity of businesses, and consumers, to lockdown restrictions has
exceeded expectations in both directions, with a GDP contraction of around -9.0% y/y for
2020 expected by consensus even as late as October last year, with many forecasting
worse.

•

Imposing further, harsh lockdown restrictions now would severely exacerbate the high
fragility of the recovery, and we do not expect anything radical and so destructive. That is,
levels 4 and 5 are likely to be avoided in future, and even level 3 is likely only in a light
version.

•

In the second wave, SA moved to level 3 around 12 000 cases a day on a 7 day rolling
average, and as this was much later than anticipated, it contributed to a less severe Q4.20
GDP outcome than anticipated, and a lessor contraction of -7.0% y/y for 2020.

•

SA is below 3 000 cases a day on a 7-day rolling average currently, at 2 822, and is not
showing a steep climb either in this average. Increasing restrictions severely in the near
future would be very pre-emptive, choking off promising economic and employment
recovery.
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•

SA has administered 597 406 vaccinations so far and has not completed its phase 1 of
covering 1.25 million frontline healthcare workers, but has embarked on a portion of phase
2, beginning vaccination of those over 60 (5 million) and of healthcare workers more
broadly.

•

South Africa has almost vaccinated 1% of its population, which is still a very slow outcome,
exceeded by most EM countries and many African countries, and so is a threat to
economic and employment recovery, as it exposes SA to further waves and lockdown
restrictions.

Please scroll down to the second section below
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•

The estimated number of months to immunise 75% of the global population is today seen
at twelve, a three month improvement on last week, with 26.8 million vaccine doses being
administered globally a day (all Bloomberg compiled data). The EU is seen at 4 months.

•

Additionally, the UK is expected to have vaccinated 75% of its population in 3 months
time, along with Chile, Hungary, Luxembourg and Canada, and the US by 4 months along
with China, Poland and Singapore. The overall average is around 18 months.

•

Immunity has been seen as requiring about a 75% vaccination rate, with “Anthony Fauci,
the top infectious-disease official in the U.S., has said that vaccinating 70% to 85% of the
U.S. population would enable a return to normalcy” - Bloomberg.

•

Besides speeding up its vaccination programme substantially, SA can also benefit from
quickening the implementation of structural reforms, particularly the IRP 2019 where selfgeneration of electricity should increase the cap from 10MW for example to 50MW.

•

SA continues to seek growth via fixed investment, but inadequate supply of electricity is a
constraint to this for infrastructure investors, and bolstering SA’s renewable energy sector
through legislation supporting full private sector participation is key.

•

Expectations of stronger economic growth, and so a pronounced lift in the demand for
goods and services is a key stimulator of private sector fixed investment, and the state
can aid its infrastructure drive by improving the ease of doing business, and so SA’s
growth outlook.

•

A holistic approach to achieving stronger economic growth in SA is needed, with the
slowest structural reforms impeding economic growth and recovery, and the recovery in
the labour market, and then erosion of SA’s already high unemployment rate pre Covid19.

•

While factionalism in the ruling party has translated through into factionalism in
government and the impeding of necessary structural reforms to stimulate economic
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growth, this is being worked down, with strong attempts also being made to eradicate the
corrupt.
•

The rand has largely settled under R14.00/USD after the SARB took a sensible approach
at its May MPC meeting, looking through the hike in inflation in April and keeping interest
rates unchanged to support the economy, which is still fragile, although rebounding.
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