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•    Globally, Q1.23 is expected to see a weakening in economies, led by Europe, China 

and the US, with concerns over recession still prevalent, while the US has slowed, 

but not stopped, its rate hike trajectory, and other economies are expected to follow. 

•  Inflation drivers have weakened and inflation expectations are falling, or likely to fall, 

as economic growth slowed over Q4.22, which will likely lead to a moderation in 

inflation pressures over Q1.23 on lagged effects.  

•  However, the most recent readings still show inflation is typically high, well above 

target measures, and interest rate hikes are likely to continue over Q1.23, while risks 

to the inflation, and interest rate, outlooks persist as well.  

•  Fiscal, as well as monetary, tightening is expected globally this year, which will add 

to slowing global activity, although the eventual full reopening of China’s economy 

would have marked effects on commodity prices, global trade and growth. 



•  China is still expected to see activity contract in Q1.23, and overall it is expected to 

be a weaker quarter in SA too as higher interest rates bite into the middle income 

sector of the consumer base which are increasingly financially vulnerable.   

•  January is likely to see the MPC switch to a 50bp hike, instead of continuing the 

75bp lifts it followed the Fed with over much of H1.22. The FOMC shifted to a 0.5% 

hike in December (SA did not have December MPC meeting).  

•  The volatile rand, after briefly benefiting from the change in gear in US monetary 

policy, weakened  late yesterday on US data seen to show continued strength of its 

labour market, and the rand will see ongoing sensitivity to US data releases. 

•  The ANC conference is wrapping up, with the 8th January statement expected to 

reiterate support for the step-aside rule, while a cabinet reshuffle is anticipated this 

month. The SONA is due on the 9th February, and the Budget around 22nd.  

•  The ANC’s new Deputy President, Paul Mashatile, is expected to drive 

implementation  of structural repair to the country’s infrastructure when he becomes 

Deputy President of SA, and renewable energy build is also expected to raise the 

medium-term outlook. 
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•    Concerns over a substantial global recession, particularly as a result of overly 

restrictive US monetary tightening, persist, as do worries over high inflation, 

although inflation  is showing room to surprise on the downside as drivers weaken.   

•  Worries over China persist, particularly its response to the pandemic with the World 

bank recently cutting its forecast for China’s growth this year to 4.3% y/y from 8.1% 

y/y despite some easing in restrictions.  

•  South Africa’s economic activity will be affected by global trade, with the rand’s 

depreciation boosting export values of dollar based goods on the translation effect 

as export earnings are brought back into the country. 

•  While the trade data in SA showed largely similar figures calculated by both SARS 

and Stats SA in Q3.22, the deflator used by Stats SA (to remove the impact of 

inflation and render real figures), sharply suppressed imports.  

•  That is, South Africa’s resultant much lower real import figures, with a deflator of 

close to 15% y/y likely used,. pushed up overall GDP sharply. For exports, the 

deflator was close to 5% y/y boosting real exports massively in comparison.  

•  PPI inflation in Q3.22 was 17% y/y, and using a consistent deflator would have given 

a consistent outcome, i.e. deflating both imports and exports by 5% y/y, would have 

yielded a materially lower GDP outcome.    

•  2022 proved to be a turbulent year, with the Russian/Ukraine war a black swan event 

which pushed up inflation, and so interest rates, much higher than was anticipated 

at the start of 2022, and the rand was much weaker. 

•  2020’s black swan of the COVID-19 pandemic did the opposite for inflation and 

interest rates, but saw a weaker rand, as the domestic currency remains driven in 

the main by  international events, with global macro-economic uncertainties 

currently. 



•  For government finances, and so credit ratings, it should be noted that SA’s actual 

export (and import) figures for Q3.22 were much closer in value than Stats SA’s 

calculated real figures, and so would have had less of a nominal revenue effect. 
 

  

 

  

 

  



 

  

 

  



 

 

  
 

  

  

 

  

  

Regards 

  

Annabel Bishop 

annabel.bishop@investec.co.za  

Tel: +27 (11) 286 7188 

https://www.investec.com/en_za/focus/economy.html  
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