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 1.   Selected Labour Market Statistics
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• The 

 (43,4 in previous release). The LMI is a measure of job and wage 
security in the South African labour market where 50,0 is the break-
even level between rising and falling security. 

• Although the index has been relatively stable since late 2013, it has 
stabilised below 50,0 (around 43 index points), indicating a prolonged 
slump in job and wage security with slow or no real wage growth and 
retrenchments in some sectors. The LMI has only been above 50,0 for 
3 out of 32 quarters since December 2007, reflecting the structural 
damage done to the job market in the previous business cycle.

• The  increased markedly 
in Q4 2015 to 48,8 from 39,2 in Q3, possibly reflective of some 
confidence returning due to lack of Eskom power load shedding and 
lack of large-scale disruptive industrial strike action. Of respondents 
surveyed, 18% said they felt less secure in their job compared to the previous quarter, considerably down from 32% in the previous quarter's 
survey.

• The  improved slightly in Q4 2015 to 38,3 from 36,6, but remained near its lowest level since 2009 with little 
evidence of a reversal of the negative trend in place since Q1 2014. As long as the economy struggles to grow and companies are beset by 
higher input costs due to rand weakness, labour affordability is unlikely to improve markedly.

• The  fell from 50,4 to 48,6 in Q4. The period above 50,0 which started in Q4 2014 was indeed short-lived. 
The collapse in the rand exchange rate in Q4 2015 and early Q1 2016 sets up major macroeconomic headwinds and 2016 recession risk is 
rising. This is likely to weigh heavily on the labour market index.

Solidarity-ETM South African Labour Market Index (LMI) 
increased to 45,2 in Q4 2015 from a downwardly revised 42,0 in Q3 
2015

 Solidarity Employee Confidence Index (ECI)

Labour Affordability Index (LAI)

ETM Business Cycle Index (BCI)

For a more detailed treatment of the composition of the index and its subindices, see the January–March 2014 edition of the South African 
Labour Market Report, or the background paper on the index. Both are obtainable on request from the Solidarity Research Institute.   
Note:  

 
  

3

2.   

 
  

Solidarity-ETM Labour Market Index: Q4 2015

Employee confidence recovered in Q4, but business conditions remained challenging.
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SA Labour Market Index summary (50,0 = neutral)
Q4 2015 Q3 2015 Q4 2014 Weight

LMI 45,2 42,0 46,2 100%

Employee Confidence 48,8 39,2 43,3 33,3%
Labour Affordability 38,3 36,6 41,2 33,3%

Business Cycle 48,6 50,4 53,9 33,3%



3.   

A political process for the introduction of a compulsory national minimum wage is currently under way 
in South Africa.  There are those who contend that a high minimum wage, in the order of about R5 000 
per month, will be conducive to economic growth and employment, or at least that it will be conducive 
to economic growth without any negative impact on employment.

Higher minimum wages are like mainstream 
monetary policy

By  Senior Researcher: Solidarity Research InstitutePaul Joubert,
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The first question to be asked in this regard is: If a minimum wage of 
R5 000 per month would not be detrimental, why not introduce a 
minimum wage of R10 000 or R20 000? Why not simply a million 
rand per month? By suggesting any specific level, one admits that 
there are trade-offs between the cost of labour and other factors 
such as the level of employment.

Be that as it may, the half-baked theory suggested by proponents of 
a substantially higher minimum wage to support their point of view 
is something like the following: If workers are paid more, the 
economy will be stimulated because the workers will spend the 
additional money, which will create a bigger market for employers 
to sell products and services. Because of the bigger market, these 
higher sales will increase the employers' income and will enable 
them to afford the higher minimum wages. So it continues in a 
virtuous cycle of higher wages and a growing economy!

This sounds like it is too good to be true, and indeed it is. The 
abovementioned idea ignores an important part of the picture. The 
higher remuneration paid to the workers will have to be sourced 
from somewhere. Possible sources are: 

1. from the wages of other workers; 
2. from the employer's budget for maintenance and/or 

expansion; 
3. from the pocket of the shareholder; or 
4. from the pocket of the consumer of the product via higher 

prices.

If the higher remuneration is recovered from the wages of other 
workers, and because it is very difficult to lower existing wages, it 
will mean that some workers will have to be dismissed so that other 
workers can be paid more. Even companies that do not dismiss any 
workers will scale down any plans for future expansion of 
employment – a company that planned to hire 20 new workers 
would now employ only 10 new workers. However it happens, 
total spending does not rise; it is merely shifted from one group of 
workers to another, smaller group. 

If the higher remuneration is recovered from a company's budget 
for maintenance and/or expansion, it will weaken the capital 
structure of the economy, quickly resulting in decreased or less 
suitable production. Lower production leads to lower supply, 
which, with higher demand leading to higher prices, cancels out the 
possibility of a better standard of living for those receiving the higher 
minimum wage. Similarly, even if production does not decrease, the 

Why not?

weakened capital structure will lead to lower quality or suitability of 
products and services, which will also lead to a lower standard of 
living than would otherwise have been the case.

If the money for the higher minimum wage is recovered from the 
pocket of the shareholder, it will obviously result in a shrinking 
demand for goods and services by the shareholder, or a decrease in 
the amount which the shareholder would have reinvested 
otherwise. This will cancel out any increase in demand for goods 
and services by the workers. 

Lastly, if the money is taken from the pocket of the consumer via 
higher prices, it will negate the possible improvement in living 
standards of employees, because the employees' higher wages will 
be neutralised by the higher prices.

For the above reasons, the argument that higher minimum wages 
will result in a virtuous cycle of rising wages and a growing economy 
and still higher wages, is completely devoid of truth.

However, there is another mechanism that could create the 
impression that something like this could indeed happen. If 
minimum wages are increased significantly without workers being 
dismissed (at least initially), spending on numerous kinds of goods 
and services will indeed increase. Suppliers of these goods and 
services would probably think they should expand their businesses 
to meet this growing demand. In such a situation, expansion of 
factories and other companies will indeed take place and a number 
of new companies will be started – to maintain or gain market 
share. What will go unnoticed initially, however, is the decrease in 
demand from shareholders, who will consume less of another set 
of goods and services because of their lower income. The 
companies who provide goods and services to the shareholders 
will not decrease their production or close their doors immediately 
– they will keep producing for some time and try to push through 
the hard times (lower demand and higher wage costs!).

Initially, therefore, the only visible effect is the results of the 
increased spending by the workers who now have higher wages to 
spend. The economic party is in full swing and everybody (apart 
from the shareholders, but they are ignored) is happy and expands 
to meet the needs of the workers with their pockets full of money. 
This carries on until those companies who have started to struggle 
because of lower spending by the shareholders begin to downscale 
or close down one by one, with their workers being unemployed 
and their spending dwindling. In due course, slowly at first and then 

Mirage of a virtuous cycle



ever quicker, it becomes clear that the expanded and newly 
established companies who wanted to meet the increased needs of 
the workers spent capital unwisely. They also start struggling to 
make money and start closing down as well. The house of cards 
created by the illusion of “more money in the economy” collapses 
and people shake their heads and blame the recession on “external 
factors” and “greedy capitalists”.

This danger of increased spending which is eventually exposed for 
the illusion that it really is only after costly investment mistakes have 
been made, is indeed recognised by most mainstream economists. 
It is ironic, however, that these same economists often do not have 
a problem with the monetary policy commonly followed by most 
central banks (government banks). This monetary policy entails the 
creation of money out of thin air, which is then pumped into the 
economy, creating a similar illusion of higher spending. This also 
results in costly investment mistakes being made because initially it 
appears as if the growing spending on goods and services comes 

Just like monetary policy

without any trade-offs. Only at a later stage everybody realises that 
the growing money supply has destroyed – through inflation – the 
savings of those who have saved. By the time this effect becomes 
obvious, the unsuitable factories and companies have been created 
but the demand for their products and services has dried up.

It is tragic that most economists realise that it is not true that 
minimum wages can be increased for everlasting economic 
progress, but they cannot arrive at the same conclusion with regard 
to modern monetary policy.

 

In due course, it becomes clear that the expanded and newly established 
companies who wanted to meet the increased needs of the workers spent 
capital unwisely. The house of cards created by the illusion of 
‘more money in the economy’ 
collapses
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4.   

When one does venture into the pages of the budget documents 
one is faced with a lot of technical jargon. Yet, in spite of this, it does 
not take long for one macroeconomic measurement to emerge as 
pivotal. This is the measure of gross domestic product (GDP): an 
indication of the financial value of all goods and services produced in 
an economy. Ratios based on GDP numbers serve as widely 
accepted benchmarks closely followed by local and international 
investors and observers of government finances such as credit 
ratings agencies. 

Debt levels, current account deficits, tax revenues and state 
expenditure are frequently expressed as a ratio or percentage of 
GDP. Debt-to-GDP is but one example of such a ratio. These ratios 
comment on the size of a government's budget items in relation to 
a country's GDP. This allows for comparisons to other countries as 
well as evaluations of changes over time. The health of 
government's future GDP ratios, such as debt-to-GDP, is highly 
dependent on favourable GDP growth. Generally, adequate GDP 
growth is a prerequisite for government budget expansion. 

To illustrate this point: South Africa's gross government debt levels 
were recorded at nearly 47% of GDP for FY2015 in the October 
2015 mini budget. The nominal debt is projected to grow from R2 
trillion in FY2016 to R2,6 trillion in FY2019. Year-on-year growth 
calculations suggest that gross debt will increase both nominally and 
in inflation adjusted (real) terms. In spite of this, the Treasury argues 
that gross debt as a percentage of GDP will “stabilise” over the 
medium term, never exceeding 49,4% of nominal GDP, thereby 
sustaining the debt-to-GDP levels below a cautionary psychological 
barrier of 50%.  Since gross government debt is projected to grow 
at a specified rate, the projected “stabilisation” relies on 
compounded nominal GDP growth nearing 8,6% over the 
medium-term forecast period.
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Two of the most important documents published by government are the February National Budget 
Review and the October Medium-Term Budget Policy Statement, known colloquially as the mini 
budget. Though rarely read in detail by non-financial, non-economic audiences, these documents are of 
considerable importance. In them government's spending plans and forecasts for the medium term 
are outlined at length. Even though few people read these documents, the far-reaching consequences 
of government actions outlined therein affect the lives of all people in South Africa.

Declining GDP growth will worsen this ratio. In the worst case, if 
GDP contracts significantly year on year, a sudden shock in the ratio 
of debt to GDP would be the result, leading to chaos in 
government finances. For example if an economy has a GDP of 
R1 000 in year one with R500 worth of government debt, the debt-
to-GDP ratio is 50%. Let's say in the following year government 
debt grows by 5% to R525 but GDP contracts sharply by an 
exaggerated 2% to R980. Now the debt-to-GDP measure worsens 
significantly to nearly 54% of GDP. 

Following on the 2008/2009 recession Greece faced exactly such a 
dilemma. Its GDP contracted significantly. Excessive government 
debt was revealed through significantly worsening debt-to-GDP 
ratios. This raised the eyebrows of international lenders and 
investors, setting off a debt crisis. From this it should be evident that 
governments with significant levels of debt, which includes the 
South African Government, would be greatly incentivised to bring 
about nominal GDP growth, even if that growth is attained in large 
part through inflation. 

If local GDP growth occurs according to the National Treasury's 
expectations nominally at 8,6% compounded per year, the present 
proportions of the South African government's gross debt to GDP 
should remain below 50% of GDP.  Yet, current economic 
headwinds in a weak economy suggests that real GDP growth 
targets mentioned in the latest 2015 mini budget are unlikely to 
materialise. This is supported by the Treasury's record of macro-
economic predictions, which were generally overoptimistic since 
2008 (see the following graph). 

Obfuscation through inflation: GDP ratios over time

By , Economic Researcher: Solidarity Research InstituteGerhard van Onselen

 

 

 
  

 
  

 
  

 
 

 
   

  

 

 

  



However, disappointing real GDP growth does not leave a 
government powerless in the face of a weakening economy. 
Governments still have an ace up their sleeves; the ace of inflation. 
In previous editions of this report we argued that most indebted 
governments would prefer an inflationary economic environment. 
Such an environment allows a government to settle or restructure 
older debts, incurred during a time when a currency was worth 
more, with watered down currency. 

Adding to the previous discussion on inflation, we contend that 

inflation can also obfuscate important GDP ratios, leading them to 
appear better than they actually are. To illustrate, let's assume a 
government plans to increase its gross debt by 10% year on year, 
but seeks to stabilise a level of debt-to-GDP at 50%. In this example 
GDP has to grow nominally by 10% per annum in order to absorb 
the growth of debt. Yet nominal GDP growth consists of both real 
economic growth and an adjustment for inflation. In the simplified 
example, the 50% debt-to-GDP target in year two can be attained 
by either growing the economy in real terms or by creating inflation, 
or a mix of the two, as the following table illustrates. 
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In all three of the year two scenarios outlined in the table above, 
nominal GDP increases by an adequate proportion to absorb the 
growth of government debt at 50% of GDP. Inflation in this 
example acts to allow state debt to increase without leading to an 
observed worsening of debt-to-GDP ratios. 

Unfortunately, someone has to pay for the government's 
inflationary obfuscation. Scenarios such as one and three – 
representing a figurative high and moderate inflation scenarios – will 
be damaging to the majority of people, because inflation effectively 
steals purchasing power out of their pockets. Scenario two – 
representing high actual growth – will be beneficial, increasing 
people's wealth in general. 

This means that relative changes in nominal GDP ratios over time 
are not telling the entire story. It also means that different countries 

with similar debt-to-GDP levels may have reached those levels in 
different ways, either through inflation or through real economic 
growth, or a mix between the two. Consequently, changes in the 
levels of debt-to-GDP over time need to be carefully scrutinised. 
 
Applied to the present situation in South Africa, the October 2015 
mini budget suggests that the medium term “stabilisation” of 
government debt will happen mainly through high inflation feeding 
into nominal GDP. CPI inflation is already projected to reach the 
upper band of the South African Reserve Bank's (SARB's) inflation 
targeting range of 3% to 6% soon. In the face of even weaker real 
growth forecasts, the incentive for government to contemplate 
further inflationary policies may be a likely consequence. We can 
expect to hear more talk about “exogenous shocks” and “escape 
clauses” in relation to the SARB's inflation targeting framework 
soon. 

Inflation, in this scenario, can lead to debt-to-GDP levels appearing 
stable. Unfortunately, government debt stabilised on the back of 

high inflation is not something that ordinary people who are 
significantly harmed by the effects of inflation should celebrate. 

Year 1

1. High
inflation

2. High growth
3. Mix: inflation
& real growth

Debt (growing a 10% p.a.) 500R 550R 550R 550R

Nominal GDP 1 000R 1 100R 1 100R 1 100R

Inflation 10% 0% 5%

Real growth 0% 10% 5%

Nominal GDP growth 10% 10% 10%

Increase in GDP owing to inflation 100R -R 50R

Increase in GDP owing to real growth -R 100R 50R

Nominal increase in GDP 100R 100R 100R

Debt as a proportion of GDP 50% 50% 50% 50%

Year 2

Scenarios

2015 (estimate) 2016 2017 2018

CPI inflation 4.8% 6.2% 5.9% 5.8%

Real GDP growth 1.5% 1.7% 2.6% 2.8%

Nominal GDP growth 6.3% 7.9% 8.5% 8.6%
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Under the Zuma administration, which – as fate would have it – 
commenced during this global economic slump, the term 
“developmental state” gained prominence. This began finding 
expression in waves of new policy documents, including the New 
Growth Path (NGP), the Industrial Policy Action Plans (IPAP), and 
the much-lauded National Development Plan (NDP). These 
documents, among numerous others, envision a grand, state-led 
economic central planning scheme to raise growth and eradicate 
poverty.

The architects certainly had high hopes for their plans. South 
Africans were promised high growth, mass job creation, a short-
lived budget deficit, and falling inequality. Instead growth was dismal, 
the narrow unemployment rate stayed at an eye-watering 25%, the 
national debt ballooned far beyond expectations (forcing credit 
downgrades), and the evidence suggests that income inequality 
remains high.

The rand recovered in 2009 and 2010, partly due to dollar 
weakness, cyclically low inflation, and a growth spurt related to the 
FIFA World Cup. But the currency peaked in 2011 and has lost 
around 60% of its value since then.

As we pointed out in the previous edition of the LMR, by numerous 
key measures South Africa's economy is performing miserably.

In short, the economic cluster's current policies are an emphatic 
failure. In response to criticism the ministers in charge have resorted 
to the same excuse. They claim the weak global economy since 
2009 is to blame, not their policies.

The major economies of the world have indeed experienced a 
tepid recovery since 2009. Europe in particular has been beset by 
lingering fiscal crises and its own policy dysfunction that scuppered 
any hopes of a meaningful recovery. The UK and the US took a 
number of years after 2009 to escape recession risk, and China's 
economy has been slowing for a number of years now. Two of the 
other BRICS, Brazil and Russia, are in recession. The global macro-
environment has also led to a commodity price slump, which has 
become particularly acute since 2014.

Inflation-adjusted GDP per capita has been falling since 2013 and has 
remained stagnant since 2007. This contrasts with the previous 8-year 
period from 1999–2007 in which per capita real GDP increased by 
26%.

Electricity production has fallen by 10% since the 2011 highs and is 
now at the same levels it was at in 2003. Manufacturing output is the 
same in 2015 as it was in 2005, as is construction activity. Road and rail 
freight tonnage has stagnated since 2011 and is down 6% since 2014.

Since the 2008/09 global financial crisis, ANC policy makers, most notably Trade and Industry  
Minister Rob Davies, have made a concerted effort to point out that the crisis demonstrated 
the failure of  “Western capitalism” and opened the way for a more state-led development 
path.

It would be unfair to expect South Africa's economy to grow at a 
fast pace in such a lacklustre global economy. Yet this cannot be the 
full story. South Africa has underperformed many of its global 
peers, peers that face the same global economic environment 
South Africa does.

According to the World Bank, South Africa's inflation-adjusted 
dollar-denominated GDP per capita increased 3% from 2007 to 
2014. Over that period the same measure for Botswana was up 
18%, Chile 19%, Malaysia 22%, Colombia 24%, and Mauritius 28%, 
to single out just a few. In fact, among major emerging markets, 
South Africa's performance is right near the bottom of the pile.

Deur , Hoof: Sentrum vir Billike Arbeidspraktyke  Dirk GroenewaldBy , Chief Strategist: ETM AnalyticsRussell Lamberti

The failed policies of the South African government's 
economic cluster
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It is argued that South Africa's high income inequality poses unique 
challenges and is a barrier to growth. This is also used as a 
justification for income and wealth transfer policies. Yet there is no 
discernibly negative effect of high inequality on growth, while 
similarly high inequality countries (countries with an estimated Gini 
coefficient greater than 0.5) have again strongly outperformed 
South Africa.

One might also point to the slump in metal prices as a cause of drag 
on SA growth. While this is undoubtedly true, other countries that 
also produce net metal exports of 10% of GDP or more have 
comfortably outperformed South Africa. Instead South Africa ranks 
among those countries that experienced war or civil conflict, coups, 
or major financial crises.

Every country has unique challenges and opportunities. However in 
South Africa's case neither high inequality nor commodity 
exposure is sufficient to explain the poor performance of the South 
African economy. And weak growth in the major global economies 
has not hampered many major emerging markets to remotely the 
same extent as is claimed it has South Africa.

South Africa's challenge seems to be overcoming anti-business 
policy, heavy state intervention and excessive regulation. What 
stands out in South Africa particularly is regulatory uncertainty, 
threats on property rights, escalating BEE rules, chronic 
mismanagement of large state-owned companies, and among the 
most restrictive labour laws in the world. All these problems flow 
from the developmental state ethos which governs economic 
policy.

The net result of poor economic growth resulting from bad policy is 
that tax revenue cannot keep up with government expenditure. As 
long as growth remains poor, government spending promises high, 
and policy dysfunctional, South Africa is likely to be downgraded to 
sub-investment grade or “junk” status by international credit rating 
agencies.

When assessing what happens to countries when they are 
downgraded to sub-investment grade, we find that they typically 
see sharp currency devaluation beforehand, and usually have to 
endure rapidly rising interest rates, not to mention recessions. Poor 
macroeconomic management has placed South Africa in a 
precarious and risky situation.

The global economy is weakening, but that will only expose more 
clearly how ill-conceived the plans of the South African 
government's economic cluster are.
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•  increased 2,8% in the three months to 
November, but was still 2,9% below its levels at the start 
of 2015.

•  ended the year at 45,5, well down from 49,9 
at the end of Q3 2015. The ended 
Q4 at 49,1, up from 47,9 three months earlier. 

fell 0,8% in the three months to 
November and remains stagnant since 2012.

•  was exactly flat on the quarter and has 
remained roughly stagnant since 2009.

•  completed according to Stats SA fell 6,3% 
y/y in October and have stagnated since 2012.

•  volumes fell 4,3% y/y in Q4 2015. 
Seasonally adjusted passenger car sales climbed 5,9% q/q, 
but were still down 7,6% y/y.

•  edged higher to 4,8% y/y in November from 
4,6% three months earlier.

•  increased by an annualised rate of 1,6% in the 
three months to October.

• was down 6,2% y/y in 
October.

• The  increased from 25,0% in 
Q2 2015 to 25,5% in Q3.

Standard & Poor's downgraded SA's credit rating outlook to 
negative in December, which means that its next ratings action will 
most likely be to classify SA as sub-investment grade. Economic 
growth is the major gripe for the agencies and in this regard the 
outlook remains bleak with limited budgetary space for 
government to provide support. Increasingly, attention turns 
towards the need for policy reform, which government has been 
loath to implement. 

Electricity output

Barclays PMI
Standard Bank PMI 

Official 
manufacturing output 

Mining output

Building plans

Total vehicle sales

CPI inflation

Retail sales

Road and rail freight tonnage 

official unemployment rate

Economic policy
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6.   

Graph of the quarter

Key macroeconomic developments: Q4 2015

The extent of the rand's depreciation in December and January has 
superseded even the most bearish short-term expectations of 
market analysts. The move is strongly reminiscent of previous 
blowouts and the top in the rand/dollar exchange rate is a now 
largely a guessing game. Putting the rand in a long-term context 
(chart below) suggests the current move is yet to match up to the 
early 80s and late 90s rand sell-offs. This should be cause for 
concern that perhaps worse is still to come. Also, such sharp rand 
depreciation is bad news for the SA economy and 
raises the odds of a recession in 2016.

Without a doubt Q4 2015 will be remembered for President 
Zuma's ill-advised sacking of finance minister Nhlanhla Nene in 
December only to backtrack on his decision three days later and 
appoint Nene's predecessor Pravin Gordhan. The political blunder 
did huge damage to investor, business and consumer confidence as 
the rand plummeted in value. This followed on the heels of a credit 
ratings downgrade, leaving South Africa facing near-certain 'junk' 
grade status unless a dramatic fiscal turnaround takes place. The 
overwhelming focus in Q4 and early 2016 is the rand exchange rate. 
Such volatility in the currency is not good news for investment and 
hiring activity as companies turn conservative to protect cash flows.

substantially 

Macroeconomic update 2016Q1: Weak rand has placed 
the economy in danger of recession 

By , Chief Strategist: ETM AnalyticsRussell Lamberti

The sharp rand depreciation is bad news for the SA economy 
and  raises the odds of a recession in 2016.substantially
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Sources: Bloomberg; ETM Analytics
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Consumer health

Slowing car sales foreshadow more difficult conditions in the broader 
retail sector. In the chart below, car sales growth leads overall retail 
sales growth by around six months (reflected in the lagged retail sales 
line). The implication is that retail sales volumes are going to level off 
and then possibly contract as 2016 unfolds.

Meanwhile, the present rate of rand depreciation is also consistent with 
retail slumps. Import costs escalate dramatically, business and credit 
conditions worsen and prices of imported goods inflate faster. Retail 
volumes inevitably tend to suffer. In the chart below retail sales also lag 
six months behind year-on-year changes in the trade-weighted rand 
exchange rate.

Business cycle and growth

The present rate of rand depreciation is consistent with business 
cycle downturns as determined by the SARB. A sharply weakening 
and volatile currency wreaks havoc with business and financial 
conditions. Import costs escalate dramatically, which encumbers a 
small open economy. Manufacturing rarely benefits on the whole 
since the imported component in manufacturing is so large. Interest 
rate risk escalates as the SARB is forced to contain rand 
depreciation and inflation risks by hiking interest rates.

Inflation and currency

Although nothing dictates that the present rand bear market has to 
conform to previous bear markets, it is nonetheless instructive that the 
current bear cycle is now becoming quite mature by historical 
standards in terms of both duration and the extent of depreciation. 
This does not, however, preclude another 25% depreciation and the 
bear cycle extending through 2016. A 70% fall from the late 2010 highs 
implies a USD-ZAR at ~R22/$. The rand is facing similar problems as it 
did in the previous bear cycles, and in large measure: A global dollar bull 
cycle, rising political risk perceptions, elevated fiscal risk perceptions, 
low/falling commodity prices, and capital expatriation. The SA 
economy has rarely, if ever, been more fragile, or commitment among 
capital allocators more brittle.
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Corporate and productive health

Manufacturing, on the whole, seldom benefits from rand 
depreciation. Local export competitiveness brought about by a 
weaker exchange rate is offset by numerous factors, including more 
expensive imported inputs, higher domestic goods and wage 
inflation, higher interest rates, weaker global demand growth and 
investment uncertainty due to higher currency volatility. We find 
that, if anything, manufacturing output responds positively to rand 
strength, and negatively to rand weakness, on a 6–12 month lag. In 
short, rand weakness is very unlikely to pull manufacturing out of its 
prolonged slump and is more likely to drag manufacturing weaker 
by the end of 2016.
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