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Because of information lags and changes in expectations, the dynamics of the business mood, 
may, at times, be at variance with the economic environment. As a result, always read the 
BCI with other economic data and the accompanying economic commentary. For notes on 
the BCI, see the SACCI website at www.sacci.org.za. 
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The SACCI Business Confidence Index (BCI) 
2015=100 

 

Month 2013 2014 2015 2016 2017 2018 2019 2020 

January 108.8 104.5 103.4 92.6 97.7 99.7 95.1 92.2 

February 107.7 106.4 107.4 92.7 95.5 98.9 93.4 92.7 

March 104.7 107.3 103.2 94.0 93.8 97.6 91.8 89.9 

April 106.9 107.2 104.1 95.5 94.9 96.0 93.7 77.8 

May 104.7 102.9 100.6 91.8 93.2 94.0 93.0 70.1 

June 104.4 103.8 97.9 95.1 94.9 93.7 93.3 81.4 

July 105.0 101.8 101.8 96.0 95.3 94.7 92.0 82.8 

August 104.8 103.0 97.6 92.9 89.6 90.5 89.1 85.8 

September 105.8 103.3 94.5 90.3 93.0 93.3 92.4 85.7 

October 
November 

105.5 102.8 102.3 93.0 92.9 95.8 91.7 92.0 

105.1 105.1 95.1 93.9 95.1 96.1 92.7 93.4 
December 106.4 102.2 92.2 93.8 96.4 95.2 93.1  
         

Average 105.8 104.2 100.0 93.5 94.4 95.5 92.6  
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This month’s BCI results 

Since the beginning of 2011, when the SACCI Business Confidence Index (BCI) measured 

around 120 with 2015 being 100, a downward trend has evolved up to the end of 2016. 

Since then the BCI was bumping along between 100 and 90 until March 2020 when the 

Covid-19 pandemic struck and a strict economic lockdown process saw the business climate 

plummeting with serious consequences for output, employment and an already dire fiscal 

situation impacting adversely on the index.  

The business restrictions following the lockdown led to the BCI slumping to about 70 in May 

2020 before bouncing back in June 2020 and then gradually regaining some lost ground to 

reach 93.4 in November 2020. Although 0.7 index points better than the 92.7 in November 

2019, the BCI still reflects a business climate that is plagued by poor economic 

performance, recessionary conditions, high unemployment and fiscal unsustainability. In 

November 2020 the BCI had nevertheless progressed by 23.3 index points above the trough 

of 70.1 of May 2020 – signifying the impact of the severity of the lockdown process on the 

business climate.    

The SACCI BCI is currently back at a level that prevailed before the lockdown process was 

initiated  when radical intervention in the economy completely disrupted the functioning of 

the economy and distorted the business climate. To lift the BCI to appropriate levels calls for 

decisive and bold steps to beat the challenges of the fiscal cliff, regain investor confidence, 

move beyond the junk investment status of credit rating agencies, and create and improve 

an economic growth momentum led by the private sector.  

The present short-term month-on-month recovery of 1.4 index points in the BCI is primarily 

the result of the low base of activity from where the recovery is gradually gaining traction. 

Low inflation, the recovery in certain trade categories, and the reset of international trade 

and commodity prices, are the major developments that contributed to an improved 

business climate at present. The continuing easier and positive financial conditions, 

however, appear to be waning somewhat in relation to real economic activity that is 

gradually being restored to pre covid-19 levels.  

 

The medium-term annualised recovery in the business climate needs to be strengthened. It 

must build on policy decisions that restore foreign and local investor confidence, economic 

growth and employment creation that takes the country on a trajectory pre covid-19. There 

are signs that merchandise export and global commodity prices should benefit the business 

climate in 2021. It remains important to highlight South Africa as a prime tourist destination 

to attract exchange earnings. The weaker rand exchange rate, loss of disposable household 

income and the high import propensity of durable spending, remain medium term 

challenging areas. Easier financial conditions than a year ago due to lower inflation and 

interest rates contributed to the more positive medium-term business climate at this stage. 
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Business Climate Indicators 

 
 

 

Energy supply o + + o

Manufacturing + + - -
Exports + + + +

Imports + + - -
Vehicle sales + o - -
Retail sales - + - -
Construction - buildings o + - -
Inflation¹  - o + +

Share prices + - - -
Real private sector borrowing o o - -
Real financing cost + o + +

Precious metal prices o - + +

Rand exchange rate + + - -
* See notes on BCI on www.sacci.org.za

1. Excludes petrol, food and non-alcoholic beverages. 

Business climate indicators *

m/m changes y/y changes
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This month’s economic review 

Emerging from the Covid-19 doldrums 

Since the publication of the September SACCI BCI in October 2020, a number of important 

economic developments took place that had an effect on the business climate and caused 

the BCI to improve to levels experienced before the covid-19 economic lockdown struck. 

Although the easing of the lockdown to level 1 – has placed the emphasis on personal 

responsibility, by adhering to wearing masks in public, frequently washing hands, practicing 

social distancing and avoiding crowded areas – the public’s conduct has contributed to 

some return of normality to the business environment. Nevertheless, the collateral damage 

is evident in slow economic growth, huge unemployment, junk investment status, and fiscal 

unsustainability. 

Various institutions like international credit rating agencies, the IMF, the World Bank as well 

as the South African Treasury and the SA Reserve Bank have expressed their concern 

about the economic effect of not only the Covid-19 pandemic and the local and global 

radical economic intervention it caused, but also the necessity of rectifying economic policy 

matters to place the economy in a better structural position.  

It has become clear that structural economic adjustments are necessary in South Africa. 

Finding solutions to the health and economic effect of Covid-19 call for expedited credible 

economic policy changes to enhance economic performance and place economic growth on 

a new trajectory.    

The Medium Term Budget Policy Statement - MTBPS 

The MTBPS delivered in October 2020 by the Minister of Finance again underlined the 

economic challenges facing South Africa that were intensified by the Covid-19 pandemic 

and the lockdown process. It is important to sense the urgency by all role players in the 

economy. It is also necessary for government to put action plans in place that adhere to time 

limits with reference to the public sector’s institutional capacity to successfully implement the 

Economic Recovery and Reconstruction Plan that was delivered by the President and 

supported by the Minister’s budget. 

 

It remains important that the public sector recognise and distinguish its role in the economy 

compared to the private sector’s participation. The private sector could play a role in 

supplying the public sector with the necessary goods and services and by committing its 

own capital resources without depending on government financing. Whilst government must 

play a transformational role in setting an economic policy environment for development and 

infrastructure investment, likewise the private sector should be relied upon as supplier to 

government  of goods and services whilst at the same time experience certainty ,and 

security of its fixed capital investment.  

 

It was inevitable that the MTBPS would be judged by the markets on its adherence to targets 

set in the February 2020 Budget Speech. The MTBPS did not meet expectations and it has 

since become clear that budget cuts to control debt will in all probability be practically 

impossible. In February 2020 the aim was for debt to peak at 87.4 percent of GDP in the 
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2023/24 fiscal year. In the MTBPS debt-to-GDP was to peak at 95 percent of GDP by 2025/26 

– the goal was also extended to 5 years and increased in size. This had a negative effect on 

the rand whilst the South African government bond prices fell and their yields rose.  

The fiscal consolidation process had been expected to cover employee remuneration and 

the MTBPS action plan is conditional on a much slower increase in remuneration – most 

probably below the inflation rate- given that remuneration ballooned above consumer 

inflation for the past number of years. The average civil servant earns well in excess of the 

average remuneration in the private sector. Government’s continuing dilemma to salvage 

failing SOEs with public funds exacerbates the burden on the fiscus. 

South Africa will have to prove that it will adhere to sustainable fiscal policy options and the 

Minister of Finance has raised dire warnings before. The decisions and objectives of the 

MTBPS have to be followed by all role players in the economy or the economic impact may 

be worse than anticipated. Scepticism by the credit rating agencies of whether the fiscal 

goals will be achieved recently found their way into further investment downgrades thereby 

deepening South Africa’s sovereign rating into junk status by two major credit rating 

agencies whilst a third did not adjust its junk status. 

SA Reserve Bank Cautious on Financial Stability 

Recently the governor of the SA Reserve Bank indicated that a second wave of the 

coronavirus pandemic with accompanying severe restrictions will see bad debt increase to 

such an extent that the financial sector might find itself in a crisis. Households will simply not 

be able to carry their debt burden any further.  

These are conclusions drawn from the Reserve Bank's stress test of the financial sector in 

its second report on financial stability this year. Although profit margins have fallen, the six 

large important banks in South Africa remain viable. This implies that banks have sufficient 

reserves to hold loans. 

The Reserve Bank and the Prudential Authority have taken various steps to support banks 

and in particular keep their capital levels adequate. The steps also assisted banks to use 

their capital for loans to stimulate the economy. Capital levels are of key importance to the 

Reserve Bank for banks to provide credit to ensure a smooth functioning economy.  

President’s Investment Conference 

The success of SA’s third annual investment conference recently held in Sandton relied on 

action and implementation. Success will also be measured by how this translates into 

macro-economic numbers, employment and economic growth. President Ramaphosa has 

set a five-year target of R1 200 billion in 2018 to attract new domestic and foreign 

investments over five years. Fifty businesses made new investment pledges to bring the 

total investment commitment since 2018 to about R770 billion. In 2019 fixed capital 

investment amounted to R909 billion while the consumption of capital (depreciation) was 

R713 billion. 
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The New Development Bank (known as the Brics bank) and the Industrial Development 

Corporation (IDC) are expected to provide some financing for private investment. 

Implementation remains the key to success. At the same time, business would like see 

aggressive time frames and realistic targets within which projects must be delivered.  

The President and various Ministers regarded the role of the private sector as important in 

the government's economic recovery plan that will be driven by infrastructure investments. 

The President and the Minister of Finance has done much to improve businesses’ 

confidence in government, but the problem is rather at lower levels of government where all 

businesses operate - notably local government.  

Export Led Competitive Performance  

It has become critically important that South Africa takes advantage of positive global trade 

developments and investment flows. It has become a vital part of the recovery process to 

convince global investors of South Africa as a credible investment destination and trading 

partner. It appears that the most recent improvement of the business climate in South Africa, 

apart from the easing of financial monetary policy and containment of inflation, was driven 

by higher global commodity prices and trade normalisation ex Covid-19.  The tables below 

suggest that economic growth and export volumes by emerging market economies like 

South Africa should improve off the low base of 2020. 

 

% % % % % %

World 3.3 3.8 3.5 2.8 -4.4 5.2

United States 1.7 2.3 3.0 2.2 -4.3 3.1

Euro Area 1.9 2.6 1.8 1.3 -8.3 5.2

Germany 2.2 2.6 1.3 0.6 -6.0 4.2

United Kingdom 1.9 1.9 1.3 1.5 -9.8 5.9

Japan 0.5 2.2 0.3 0.7 -5.3 2.3

Emerging & Developing Europe: 1.9 4.1 3.3 2.1 -4.6 3.9

Emerging & Developing Asia: 6.8 6.7 6.3 5.5 -1.7 8.0

China 6.8 6.9 6.7 6.1 1.9 8.2

India 8.3 7.0 6.1 4.2 -10.3 8.8

Sub-Sahara Africa: 1.5 3.1 3.3 3.2 -3.0 3.1

South Africa 0.4 1.4 0.8 0.2 -8.0 3.0

Source: IMF, WEO October 2020.  f = forecast.

Economic Growth
2016 2017 2018 2019 2020f 2021f
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A weaker rand and high global commodity prices should not be seen as the end game for 

South Africa. It should rather be regarded as a bonus from being globally competitive and 

being favoured as reliant trading partner. 

 

Conclusion 

The sharp initial decline in the SACCI BCI due to the Covid-19 pandemic and the radical 

lockdown intervention that resulted was followed by a bounce back in June as restrictions 

were gradually eased – albeit a gradual recovery at a slow rate. A further improvement in 

business confidence will depend on a number of factors for more substantial economic 

performance to take place. This will rely on the restoration of the economy emanating from 

the recalibrated structural reforms targeted at economic growth.    

World Trade 2016 2017 2018 2019 2020f 2021f

Goods and Services Trade Volumes

     World - %Δ 2.2 5.6 3.9 1.0 -10.4 8.3

     Imports by advanced economies - %Δ 2.6 4.8 3.6 1.7 -11.5 7.3

     Exports by advanced economies - %Δ 2.0 4.8 3.5 1.3 -11.6 7.0

     Imports by emerging economies - %Δ 1.7 7.4 5.0 -0.6 -9.4 11.0

     Exports by emerging economies - %Δ 2.7 6.6 4.1 0.9 -7.7 9.5

World Trade Prices in US$ 

     Oil - %Δ -15.7 23.3 29.4 -10.2 -32.1 12.0

     Average oil spot price in US$ per barrel 42.8 52.8 68.3 61.4 41.7 46.7

     Non-fuel primary commodities -  

          Food - %Δ 1.5 3.8 -1.2 -3.1 0.4 4.3

          Raw agricultural materials - %Δ 0.0 5.2 2.0 -5.4 -4.2 1.7

          Metals - %Δ -5.3 22.2 6.6 3.7 0.8 3.0

Source: IMF, WEO October 2020.  f = forecast. Percentage change =  %Δ.
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Annexure 1 

General Economic Indicators 

 
     

  

 Indicator Period Direction Latest Previous 2019 2014

   

  Consumer inflation headline urban (%) Oct-20 3.3 3.0 4.1 6.1

  Consumer inflation urban - excl. food, bev. & fuel (%) Oct-20 3.5 3.5 4.4 5.7

  Money supply M3 eop (% Δ Y-o-Y) Oct-20 9.8 9.5 6.1 7.2

  Private sector credit eop (% Δ Y-o-Y) Oct-20 3.1 3.2 6.1 8.5

  Real prime overdraft rate eop (%)* Oct-20 3.4 3.4 5.5 2.9

  Prime overdraft rate eop (%) Nov-20 7.00 7.00 10.00 9.25

  Liquidations number sa Oct-20 212 211 2042 2064

  Bond yield 5-10y govt eop (%) Nov-20 8.90 9.28 8.17 7.39

  R / US$ average Nov-20 15.53 16.44 14.44 10.84

  R / Euro average Nov-20 18.38 19.35 16.17 14.40

 Indicator Date Direction Latest Previous 2019 2014

   

  Income & wealth tax / GDP (%) 2q-20 15.6 16.9 15.5 14.7

  Total tax / GDP (%) 2q-20 26.1 31.9 28.7 27.2

  Public sector borrowing requirement / GDP (%)  2q-20 14.8 5.6 5.1 4.3

  Public sector expenditure / GDP (%) 2q-20 5.0 4.9 5.4 6.9

  Budget balance / GDP (%) 2q-20 -11.7 -7.6 -6.3 -4.7

 

  Imports / GDE (%) 2q-20 26.2 27.5 29.5 32.5

  Exports / GDP (%) 2q-20 27.5 29.7 29.8 31.5

  Net foreign financial inflows excl. loans / GDP (%) 2q-20 3.4 1.2 2.9 3.8

  Current account balance / GDP (%) 2q-20 -0.8 -0.6 -3.1 -5.1

  Gross domestic saving / GDP (%)  2q-20 12.6 13.2 14.5 15.4

  Gross capital formation / GDP (%)  2q-20 13.4 13.8 17.6 20.5

  Net fixed capital formation / GDP (%)  2019 - - 3.9 6.6

  GDP growth (% Δ Y-o-Y)  2q-20 -17.1 0.1 0.2 2.5

 

Δ=change; eop=end of period; Y-o-Y=year-on-year; q=quarter; sa = seasonally adjusted;

GDP=Gross Domestic Product; GDE=Gross Domestic Expenditure. *Deflated by inflation excl.food, bev. & fuel. 


