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Core Views

The South African economy will grow at a tepid rate over the medium term, with real

GDP expanding by just 1.5% in 2014 and 2.1% in 2015. Our view is predicated on

several factors, including weak investment sentiment and the ongoing retrenchment in

the gold and platinum mining sectors.

The appointment of Lesetja Kganyago as incoming governor of South Africa's central

bank means that monetary policy will continue in the same vein. Although inflation is

above-target, the South African Reserve Bank will hold off from hiking rates over the

coming 12 months in a bid to support ailing economic growth.

Our core scenario is for economic reforms to move at a slow pace owing to the different

political leanings in the tripartite alliance comprising the ruling African National

Congress, the South African Communist Party and the trade union Cosatu, which tend

to result in indecision and sclerotic implementation of policy.

Major Forecast Changes

We have changed our interest rate outlook and now expect rates to remain on hold over

the coming 12 months. Previously we expected small rate hikes. The change in our

view was precipitated by a deterioration in the outlook for economic growth, and a more

benign picture for inflation.
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