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What is the radar telling us?



Do you think your life 5 years from now will be better, the same, or worse than today?
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What is your view of the
Government of National Unity
(GNU)?
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Do you prefer the new GNU government to the previous ANC-only government?
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Source: CRA Oct 2024
*Numbers do not add up to 100% because undecided and uncertain responses have been left out for purposes of clearer data visualisation
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GNU divided will only last so long
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Leader favourability
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What are the two issues you think should be the top priorities for the government?
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What are the top two things your municipality must prioritise?
Improving water infrastructure ||| G 0.
Fixing roads || EGN 5 50
Improving electricity infrastructure _ 36.5%
Improving waste infrastructure _ 17.9%
By-laws and law enforcement _ 16.7%
Building and maintaining public facilities _ 16.4%
Reduce rates and taxes _ 13.8%

giling |G 8.8%
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Source: CRA Oct 2024
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GNU assessment — 8 months

ink back to your mindset in January 24 vs now: loadshedding at record-high level + upcoming
elections

Sentiment shift

o Formation of centrist, constitution-respecting government (by no means guaranteed heading into the
election)

o Positive local and international market sentiment & business confidence; Lower inflation and rate cuts

o Some ministers upping their game (backlogs at Home Affairs; visa reforms; SAPS + Pvt sector;
rhetorical foreign policy shift)

o Budget crossroads
Risk of a sugar high

o Ongoing tug-of-war (in GNU and within ANC)

o Easier to change rhetoric than reality
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Cost of Commuting (share of earnings)
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Gross Fixed Capital Formation has remained far below required levels
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95% of all personal income tax* is paid by just 30% of
taxpayers

100%

9%

75%
58%

50%

25%

0%
Number of taxpayers Share of personal income tax paid
M R0-250k ™ R250k-R750k R750k+

Source: SARS Tax Statistics 2024
*87.9% Assessed
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97% of all corporate income tax* is paid by just 3.5% of

companies
100%
75%
73%
50%
25%
0%
Number of companies Share of tax paid
B Loss or under R1m taxable income M R1 million - R100 million R100 million +

Source: SARS Tax Statistics 2024
*2022 [94.02% assessed]
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Government Effectiveness Rank (percentile)
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Quality vs Quantity
South African Government, 1996-2022
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Johannesburg Water OPEX vs CAPEX
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Source: Johannesburg Water
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SA-US trade

o The US is South Africa’s second-largest export market

o SA exports nearly three times more than it imports in a $21 billion annual exchange

o In 2024 China was SA’s largest trade partner with $29 billion in two-way trade

o These exports were mainly minerals (half of the volume is gold) and agricultural products

o SA imports largely manufactured products from China

o By contrast, the US market attracts greater diversity, including vehicle exports from SA.

o There are 600 American companies operating in South Africa, employing 150,000 South
Africans.




Exports from SA to US vs to BRICS
countries (excl. China), 2023

832 8.43

e All BRICS countries (excl. China) ® US

Source: Trading Economics; Inclusive Society Institute
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Key takeaways

o 3 D’s: Deals; Domestic; Debt

o US interest payments were $900bn (fiscal year 2024); interest projections exceeding $1-trillion in 2025 and $1.7-
trillion by 2034.

o “higher for longer” Fed interest rate policy = compounding interest payments on servicing US national debt

o In 2025 $9-trillion in treasury debt matures; refinancing at higher interest rates could exacerbate fiscal pressures &
lead to a negative feedback loop.

o Gap between income and expenditure

o Various tax credits, Social security, Medicare & Medicaid have fuelled personal consumption expenditures to
about 70% of US GDP.

o Post-Covid the two largest sources of job creation have been the government and health care.




"The strong do what they can and the weak suffer what they mu

o SA as global 'swing state'

o “l honestly don’t understand it. | agree with the position our government has taken that it should
directly engage the Trump administration. | think that is very correct may be in that engagement
will come to know what happened what has changed. It is a radical change completely out of
the blue with regard to behaviour of the Republican party in the US towards us. It’s a radical
change overnight.” - President Mbeki

o A new set of global rules
o It's not about right or wrong; It's about power

o Gangster diplomacy; There are people who are tough and powerful, and there are people who
are weak

o Yang Jiechiang, China’s top diplomat in 2010, declared: “China is a big country and other
countries are small countries, and that’s just a fact.”




SA’s options

1.Do nothing
2.Double down

3.Boxing smart
Move fast, forget the past, make the deal
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Pragmatism

A

Dunkirk Flotilla USS Ronald Reagan
GNU : : GNU
fragments consolidates
Titanic Achille Lauro
Revolution CRA







Key takeaways

Risks to the GNU

1. Budget 2025

2. Unbridgeable divides over policy (e.g. NHI, EWC)
3. 2026 LGE campaign and results

4. 2027 ANC elective conference

Growth inhibitors

1. Rift between policy and reality: legislation (NHI, Expropriation Act, Public Procurement Act, etc.)
informed by localisation, centralisation, favouritism, clientelism

2. Rule of law: lack of accountability, weak law enforcement, impunity

3. Infrastructure: continued decline through wear & tear, vandalism, theft



No one capable or strong enough (yet) in ANC to challenge or take over from CR

—> Brinkmanship & tensions within ANC and GNU partners as dominant ANC faction tries to retain
control and build

- ANC can'’t push DA too far; should DA leave ANC would need to bring in MK; MK would demand
CR step down

—> Policies & Legislation watered down or negotiated on
- Compromises reached and walkouts averted --> GNU lasts until 2027 ANC conference
Key players

Paul Mashatile

Fikile Mbalula

Senzo Mchunu

Ronald Lamola — Baptism of fire

Maropene Ramokgopa



Key takeaways — Domestic & Global

Domestic

O

O

Sugar high ending
Local government sand in the gears
Concentration risks

Businesses as anchors of stability — stand up when GNU falters

Global

O

Political uncertainty (S Korea, France, Germany, Canada, USA) — SA can be a positive outlier; Beggar-thy-
neighbour cycle — swing from free trade to protectionism; More volatility = negative for EMs

Global headwinds: Should current trend continue, world will be more chaotic (for good or ill in 4 years’ time);
security implications for SA’s region — Speed up reforms

Nuclear proliferation
For the US, if standing with allies seems costly, that is peanuts compared to the cost of abandoning or losing them

Agents of Action vs Agents of Talk: SA’s economic, trade, and geostrategic opportunities CRA %



South African population per gender and age group, 2024
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