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1. EXECUTIVE SUMMARY
2022 has already proven to be a busy year. The energy sector continues to demonstrate its
vitality on the economy while remaining under pressure. Also, the current momentum is
expected to continue given the 2022 eventful calendar. The upcoming ANC’s policy
conference is likewise expected to play a crucial role in the country’s quest to renewable energy
adoption. It is worth noting however, that South Africa’s energy crisis is not limited to
electricity but goes beyond to include fuel hurdles which continue to evoke havoc in the
economy as petrol prices reach a record high. Fuel prices remained relatively volatile with the
threat of Omicron and geopolitics which include the Russia-Ukraine conflict.
Globally, there was a fade in economic recovery in the fourth quarter of 2021 owing to concerns
about the inflation rate trajectory, coupled with the intensification of Omicron variant.
Domestically, South Africa experienced consecutive month-to-month increases in inflation rate
(i.e., from 5.0% in October to 5.5% in November and to 5.9% in December 2021). On average,
the inflation rate increased from 3.3% in 2020 to 4.5% in 2021. These dynamics can be
attributed to lower interest rates implemented by the South African Reserve Bank, which led
to ease of access to credit. Also, the economic activities in 2021 have been more vibrant
compared with 2020 since lockdown restrictions have been eased. The inflation rate in
advanced economies and emerging markets soured to some record-high levels. For instance,
headline inflation in the US rose from 6.2% in October to 6.8% in November, while in the UK
it has surged up from 4.2% in October to 5.1% in November and maintained an upward
trajectory in December, reporting a 5.4% rise.
South Africa’s improvement in revenue collection in the first half of 2021/22 fiscal year
contributed to the decrease in cash book deficit by R104 billion to R202 billion. There was a
41.4% year on year increase in national government revenue in the first half of fiscal year
2021/22. The main contributors to this increase in revenue are personal income tax (PIT) with
collections amounting to R259 billion as well as corporate income tax (CIT) with collections
of R154 billion. CIT’s astonishing increase can be attributed to the remarkable increase in
provisional tax payments resulting from the mining sector’s strong performance. Taxes on
goods and services revenue also increased significantly by 36.4% year on year. This can be
attributed to the robust growth in net value added tax (VAT), fuel levy and other excise duties
which increased by R239.3 billion, R11.5 billion and R13.5 billion, respectively. However,
these increases were offset by higher VAT refunds amounting to R124 billion.
The year 2021 has also been a strenuous one for most businesses particularly in the alcoholic
beverage industry due to temporary alcohol bans. The global semiconductor chip shortage has
likewise had an impact on the motor vehicle industry as manufacturers failed to meet their
production targets. In line with this, the business confidence remained below 50 in the fourth
quarter of 2021. The lingering effects of the riots, continued loadshedding, and global shortages
continue to add uncertainty to business sentiments.
In the education and health sectors, the impact of the Covid-19 pandemic was quite severe.
School learners had to engage in rotational learning for the past two years and that interfered
with the amount of work that could be covered. Despite this, the 2021 national matric pass rate
1 | Page
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was an improvement compared to 2020. The 2021 pass rate was 76.2%, this is a 0.2 percentage
point increase from 2020. However, this pass rate is still well below the pre-pandemic pass rate
of 81.3%. In time of writing (6 February 2022), the South African vaccination rate was 28.2%.
This is well below the 53.8% vaccination rate worldwide. However, despite the disappointing
vaccination rate, the government has relaxed lockdown level 1 rules as of 31 January 2022.
Recent trade reports (e.g., UNCTAD, 2022) have also indicated an improvement in global trade
volumes. The value of global trade stood at a record high of approximately US$28.5 trillion,
which is 25 percent above 2020 values and 13 percent above 2019 pre pandemic values. For
the fourth quarter of 2021, trade in services sat at about US$1.6 trillion while trade in goods
sat at a record high of about US$5,8 trillion. All regions recorded an increase in trade of goods.
In 2021, the rand reached a strong point of R13.40 against the US dollar, R16.32 against the
euro and R18.96 British pound in June as the commodity cycle peaked, but weakened to
R16.37 against the dollar, R19.02 against the euro and R21.77 against in December as markets
panicked over a likely rapid quickening in tapering and early interest rate hikes. The rand is
likely to remain volatile, at high risk of further substantial moves, but is also weakened by SA’s
inflation rates remaining well above those of its key trading partners, the EU, US, UK and
China on a long-term basis, despite short-term dislocation of this relationship in some areas.
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2. EDUCATION AND HEALTH
2.1.

Lebo Siboyi

Introduction

The impact of the Covid-19 pandemic was severe on the education and health sector. School
learners had to engage in rotational learning for the past two years and that interfered with the
amount of work that could be covered. Furthermore, the health sector was severely strained as
the country witnessed severe infection rates at different times during the last two years. As we
have reached the peak of the omicron variant, school learners are now back to full-time
attendance and the health system burden has been eased with the reduction in the number of
severe cases.
2.2.

Education – Summary of the 2021 year and the impact of Covid-19

The 2021 national matric pass rate was an improvement compared to 2020. The 2021 pass rate
was 76.2%, this is a 0.2 percentage point increase from 2020. However, this pass rate is still
well below the pre-pandemic pass rate of 81.3%. In more welcoming Covid-19 news, rules
have been relaxed for schools and now learners from primary, secondary and special schools
are able to attend school every day, allowing them to catch up on lost work during the
pandemic. Furthermore, the pandemic has had a severe impact on parents and with the rising
unemployment rate, some parents with children in private schools are struggling to pay
children’s school fees while they prioritise other categories.
As we begin the year 2022, it is important for the Department of Basic Education to address
the structural problems that exists within the educational system. This is particularly important
given the fact that South Africa is spending more on education when compared to the
Organisation for Economic Co-operation and Development (OECD) and Sub-Saharan African
economies. However, the quality of education remains poor. There is still continuous dropout
rate that was estimated to include up to 750 000 learners aged 7 to 17 years during the
pandemic, according to National Income Dynamics Study - Coronavirus Rapid Mobile Survey
(2021). This was an increase of approximately 400 000 to 500 000 compared to pre-pandemic
levels. Therefore, the Department of Basic Education is expected to tackle these issues and
others that include violence in schools and absenteeism.
2.3.

Health

At the time of writing (6 February 2022), the South African vaccination rate was 28.2%. This
is well below the 53.8% vaccination rate worldwide. However, despite the disappointing
vaccination rate, the government has relaxed lockdown level 1 rules as of 31 January 2022. It
is no longer a requirement for those with no symptoms to isolate even if they test positive for
Covid-19. Furthermore, the isolation period has been reduced from 10 days to 7 days. Even
though the omicron variant was highly transmittable, it did not lead to severe infections.
Assuming that a new Covid-19 variant won’t emerge, it is expected that the number of new
cases reported will remain stable and less deaths will be reported.
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2.4.

Conclusion

Overall, there are expectations that the pass rate will improve as students are allowed to go
back to school fulltime. The resilience of the health sector during the pandemic has also been
commendable. The government should focus on reforming the educational sector in 2022 so it
is aligned with 4th industrial revolution and the demands of the labour market.
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3. FISCAL POLICY AND GOVERNANCE
-

Katlego Mphahlele

3.1. Introduction
The year 2020/21 has without a doubt left a mark globally. The persistent economic challenges
in South Africa were further aggravated by the measures put in place to combat the COVID 19
pandemic. Two years later South Africa is slowly reverting to its pre pandemic levels. At least
47.46% of the adult population of South Africa is vaccinated and this is expected to support
the road to recovery in sectors such as tourism. A fourth and hopefully last wave of the Covid
19 virus, driven by the Omicron variant was detected in the fourth quarter of 2021 in South
Africa, and the infections died out as fast as they increased. This gave the government
confidence to lift the night-time curfew with immediate effect just a day before the new year
2022, with the surge of the fourth wave considered “over”.
Economic recovery following the disastrous impacts of the Coronavirus pandemic, is a prime
concern in South Africa. The 2021 Medium Term Budget policy priorities structural reforms
and short-term spending measures to support economic recovery in the coming three years.
This confirmed the validity of the 2021 Budget Review strategy of attaining fiscal sustainability
by reducing the budget deficit and stabilizing debt, at the same time contributing to economic
recovery as well as supporting low-income households.
3.2.

Government revenue and expenditure

In order to encourage long-term all-inclusive development, it is important to ensure domestic
financing through a fair and stable, broad- based tax system (Levin, 2022). South Africa’s
improvement in revenue collection in the first half of 2021/22 fiscal year contributed to the
decrease in cash book deficit by R104 billion to R202 billion. There was a 41.4% year on year
increase in national government revenue in the first half of fiscal year 2021/22. The main
contributors to this increase in revenue are personal income tax (PIT) with collections
amounting to R259 billion as well as corporate income tax (CIT) with collections of R154
billion. CIT astonishing increase could be attributed to the remarkable increase in provisional
tax payments resulting from the mining sector’s strong performance.
Taxes on goods and services revenue also considerably increased by 36.4% year on year to
R248 billion in the first half of fiscal year 2021/22. This can be attributed to the robust growth
in net value added tax (VAT), fuel levy, other excise duties which increased year on year by
R239.3 billion, R11.5 billion and R13.5 billion, respectively, over the period. However, higher
VAT refunds amounting to R124 billion offset these collections. The Revenue to GDP ratio
increased from 19.5% to 23.2% in the same period.
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Figure 1: National government revenue and expenditure as a share of GDP
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National government expenditure also increased but not at the same rate as national
government revenue. In the first half of fiscal year 2021/22 national government expenditure
increased by 5.4% year on year to R924 billion largely due to an increase in interest payments
and higher voted expenditure by national government departments. Payments for financial
assets including South African Airways (R4.1 billion), Eskom (31.7 billion) and Denel (R2.7
billion) increased by a marked 93.9%. It is crucial for the government to ensure that state owned
companies are stabilized, exercise stringent oversight to ensure that these institutions are in a
position to contribute fiscally and financially to government’s developmental objectives.
Positive scenario
More people getting vaccinated has improved collective immunity in South Africa, and this
has the potential to stimulate the country to pre-pandemic levels. Hospitals are less
overwhelmed, and the lifting of curfew allows for alcohol establishments to operate for longer
hours.
Negative scenario
Because South Africa has not reached herd immunity yet, any possible new mutations of the
Covid-19 virus may delay economic recovery.
Worst case scenario
Rising government debt in South Africa heightens the risk of decreased government spending.
The National Treasury revised debt projection for the current fiscal year to 69.9% of GDP.
Debt service costs are the fastest growing expenditures and pose risks to South Africa’s fiscal
sustainability.
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4. BUSINESS AND FINANCE
- Zaziwe Maluleke
4.1. Introduction
The year 2021 has been a strenuous one for most businesses particularly in the alcoholic
beverage industry due to temporary alcohol bans. The global semiconductor chip shortage has
had an impact on the motor vehicle industry as manufacturers have had to slow down their
production. Business confidence has remained unchanged in the fourth quarter of 2021, below
50.
4.2.

The business confidence index (BCI)

The RMB/BER BCI1 has remained unchanged at 43 in the fourth quarter of 2021 (BER, 2021).
The lingering effects of the riots, continued loadshedding, and global shortages continue to add
to uncertainty to business sentiments. Five out of the six indicators fell, which was offset by a
rise in the building contractors indicator, which rose from 18 to 30 index points in the fourth
quarter of 2021. This comes after businesses rebuild, following the riots that took place in July
2021. Retail and wholesale indicators still remain above 50, at 52 and 53 respectively as there
is always a demand for products sold by these businesses.
Figure 2: RMB/BER BCI2
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4.3.

The impact of semi-conductor chip shortages

2021 saw excess demand in the market for semi-conductor chips3. This led to limited supply
in most manufacturing companies (phones and computers). The chips are used in the
manufacturing of phones, computers, and gaming consoles. These manufacturers are facing
high production costs which will have a ripple effect on other sectors that rely on computers.
The motor vehicle industry was one of the sectors being affected. These chips help car
manufacturers in regulating the driving behaviour in its control units (Mercedes-Benz, 2021).
1

BER. (2021). Business Confidence Index. Available at:
https://www.ber.ac.za/BER%20Documents/RMB/BER-Business-Confidence-Index/?doctypeid=1050
2
An index less than 50 is said to indicate a loss of confidence, while an index more than 50 shows increased
confidence
3
Mercedes-Benz. (2021). Semiconductor. Available at: https://www.mercedesbenz.co.za/passengercars/mercedes-benz-cars/semiconductor/consequence.module.html
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This has led to the second-hand car sales accelerate significantly. This means that the used cars
may become expensive, due to the high demand. Tech companies, and automotive companies
will continue to experience the impacts first-hand as other businesses that rely on the affected
companies will also experience a slowdown in operations.
4.4.

Forward-Looking Statements: Economic Outlook

Positive scenario – For most of 2021, increasing vaccinations were prominent to limit
lockdowns and the spread of the virus, to support economic recovery. The continuation of the
social relief of distress (SRD) grant, will help boost consumer spending, which will help
businesses supplying basic goods and services.
Negative scenario – Loadshedding, strikes, and lockdowns disrupted business activity in 2021.
The threat going into 2022 may be lower than expected economic recovery, higher interest
rates, higher unemployment rates which may limit the demand for some businesses.
Worst-case scenario – Tighter restrictions was the worst for businesses as it affected
performance and revenue collected. This may no longer a threat in 2022, as the corona virus
strains are no longer as strong as previously.
4.5.

Conclusion

There have been numerous factors that have kept businesses performing below potential.
Business confidence has been low in the second half of 2022, due to increased uncertainties
that face businesses. The sectors that still face risks is the automotive sector which is faced
with semi-conductor chip shortages. Businesses need to remain proactive in their strategy and
ensure minimal disruption to operations. The growing trend in e-commerce sales still
continues, thus businesses need to increase their online presence.
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5. MONETARY FRAMEWORK
- Marius Masoga
5.1. Overview
Globally, there was a fade in economic recovery in the fourth quarter of 2021 owing to concerns
about the inflation rate trajectory, coupled with the intensification of Omicron variant.
International Monetary Fund (IMF) stipulated in the Global Financial Stability Report
(released in January 2022) that, households have reaped the benefits of lower interest rates
(thanks to eased financial conditions) since the outbreak of Covid-19. However, the emergence
of Omicron variant since mid-October 2021 induced volatility in the financial market.
Therefore, investors experienced uncertainties, meanwhile it was believed that the period of
low inflation has ended. Domestically, South Africa experienced consecutive month-to-month
increases in inflation rate (i.e., from 5.0% in October to 5.5% in November and to 5.9% in
December 2021). On average, inflation rate increased from 3.3% in 2020 to 4.5% in 2021.
Those dynamics can be attributed to lower interest rates implemented by the South African
Reserve Bank, which led to ease of access to credit. Also, the economic activities in 2021 have
been more vibrant compared with 2020 since lockdown restrictions have been eased.
Internationally, the inflation rate in advanced economies and emerging markets soured to some
record-high levels. For instance, headline inflation in the US rose from 6.2% in October to
6.8% in November, while in the UK it has surged up from 4.2% in October to 5.1% in
November and maintained an upward trajectory in December, reporting 5.4% rise. Moreover,
increased costs of energy explain the Eurozone high inflation rate of 5% in December.
Amongst the emerging markets, Brazil recorded annual inflation rate of 10.74% (the highest in
18 years) for November, before moderating to of 10.06% in December. India reported an
increased year on year inflation to 4.91% in November from 4.48% in October.
Against this background, the global community of central banks is prompted to implement
contractionary monetary policy as this possibility was envisioned in the previous quarterly
economic chronicles (2021Q3) of Vindilac Analytics (see the “worst-case scenario” in the
Monetary Framework). Also, the European Central Bank (2022) stated that there have been
anticipations in the fourth quarter of 2021 to tighten monetary policy globally. Kickstarting
with tight monetary policy (i.e., increasing interest rates), South African Reserve Bank hiked
repo rate by 25 basis points in November 2021 and by another 25 basis points in January 2022
(that is 50 basis points increase with three months). On the international front, the tone of major
central banks sounds common in terms of signalling an increase in interest rates, though not at
the same time. For instance, the US Federal reserve and Bank of Japan kept their policy interest
rates unchanged. Surprisingly, the people’s bank of China reduced the policy rate from 3.8%
to 3.7% in January 2022. The overall economic prospect of each country serves as a guide at
the back of implementing the relevant policy measures and stabilise the macroeconomy.
As you would have realised throughout the content of this section on monetary framework, the
main emphasis has been on the rate of inflation and the monetary policy implementation. While
other macroeconomic variables are important to analyse from time-to-time to gauge economic
performance, inflation rate is amongst the key macroeconomic objective. It has greater
influence on socio-economic status noting the impact of higher prices on the standard of living.
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Hence, it dominates the discussion as the main theme in this section. Nevertheless, the way a
change in interest rates transmit to a change inflation rate and more other macroeconomic
variables is important to understand. Therefore, look forward to the upcoming report in which
more variables (such as updated unemployment rate, trade balance, exchange rate, economic
growth) will be featured for South Africa, other emerging markets, and advanced economies.
5.2.

Forward-Looking Statements: Economic Outlook

The forward-looking statements are made to envisage the short to medium term outlook of the
economy, based on the current economic prospects.
Positive scenario – Despite the need to reverse some of the policy measures that were
implemented to safeguard the economy against Covid-19 (such as, lowered interest rates, social
relief of distress grant, mild adjustments in taxation), South Africa’s economic prospects seems
somewhat under control. The GDP growth should be boosted by reasonably high consumer
expenditure and investment expenditure at the back of favourable economic environment at
least in the short to medium term (thanks to the extension of social relief of distress grant and
lower interest rates, though SARB has started to increase the repo rate).
Negative scenario – while the consumer spending is expected to remain the largest contributor
to the expenditure on South Africa’s GDP growth, some of the benefits are prone to be offset
by high prices of electricity and fuel among other goods and service. Thus, inducing inflation.
Worst case scenario – Inflation rate remains high in most countries, as anticipated previously.
While the central banks attempt to keep general prices under control via contractionary
monetary policy (i.e., increase in interest rates), aggressive actions would make consumers
suffer. In the past two years, most consumers might have already secured more credit, bought
houses and cars etc, taking advantage of lower interest rates. Therefore, aggressive tightness of
monetary policy may result in unexpected levels of defaults by households on their repayments.
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6. FINANCIAL MARKETS
-

Bekithemba Qeqe

6.1. Introduction
For the most part of 2021, financial stability concerns were kept under control as the world
continued to navigate the global pandemic. This was largely due to the global economy's
recovery and continuing monetary and fiscal policy support. The mood of optimism that fuelled
markets in the first half of the year faded slightly towards the third quarter as investors started
becoming concerned about the economic prospects, particularly in emerging nations, due to
mounting viral infections and increased uncertainty about the strength of the recovery. 4 In
South Africa, the broader equity market was only marginally negative (in rand terms) over the
third quarter of 2021. Good gains in retail and property stocks helped to largely offset losses in
some resource’s shares, as well as Naspers and Prosus. In currency markets, the rand lost
ground against major currencies, losing 0.76% against the dollar, 0.59% against the euro and
2.40% against the British pound5. South African bonds on the other hand defied the global
trend with positive returns. This section provides an overview of recent trends in financial
markets.
6.2.

Equities

While South Africa’s economy has been battered by Covid-19, the local stock market
performed reasonably well in 2021, with an annual advance of around 24% in the FTSE/JSE
Africa All Share Index. 6 Mining giants Anglo American and BHP Group were major
contributors to the gains, along with Sasol, whose fortune is linked to oil prices, which are also
rising the most since 2009. Richemont, the luxury retailer controlled by Johann Rupert, was
the biggest single driver for the South African stock market performance in 2021 in terms of
index points.7 The JSE shares of the luxury retailer increase by a record 84% as the sector was
supported by resilient pandemic sales.8
The dominance of European-listed stocks like Richemont, BHP and Anglo American means
the Johannesburg benchmark’s performance this year more closely resembled major developed

IMF,
2021,
“Global
Financial
Stability
Report”,
Available:
https://www.imf.org//media/Files/Publications/GFSR/2021/October/English/text.ashx . [Accessed 22 February 2022]
5
Haldane, M, 2021, “October 2021 economic Update”, Available: https://www.moneyweb.co.za/financialadvisor-views/october-2021-economic-update/ .[Accessed 22 February 2022]
6
Viljoen, J, 2021, “2021 the best year for SA stock in more than a decade as Richemont rallies 84%”, Available:
https://www.news24.com/fin24/markets/jse/2021-the-best-year-for-sa-stocks-in-over-a-decade-as-johannruperts-richemont-soars-20211231 .[Accessed 22 February 2022]
7
Viljoen, J, 2021, “2021 the best year for SA stock in more than a decade as Richemont rallies 84%”, Available:
https://www.news24.com/fin24/markets/jse/2021-the-best-year-for-sa-stocks-in-over-a-decade-as-johannruperts-richemont-soars-20211231 .[Accessed 22 February 2022]
8
Viljoen, J, 2021, “2021 the best year for SA stock in more than a decade as Richemont rallies 84%”, Available:
https://www.news24.com/fin24/markets/jse/2021-the-best-year-for-sa-stocks-in-over-a-decade-as-johannruperts-richemont-soars-20211231 .[Accessed 22 February 2022]
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markets than its emerging country peers, with the MSCI EM Index down 4.5%.9 ArcelorMittal
South Africa was the biggest local gainer, surging almost ninefold in 2021.10
6.3.

Currency movements

In 2021, the rand reached a strong point of R13.40 against the US dollar, R16.32 against the
euro and R18.96 British pound in June as the commodity cycle peaked, but weakened to
R16.37 against the dollar, R19.02 against the euro and R21.77 against in December as markets
panicked over a likely rapid quickening in tapering and early interest rate hikes.11 The rand is
likely to remain volatile, at high risk of further substantial moves, but is also weakened by SA’s
inflation rates remaining well above those of its key trading partners, the EU, US, UK and
China on a long-term basis, despite short-term dislocation of this relationship in some areas.12
6.4.

Bond marker

Despite being the first to identify the omicron version of the coronavirus in November, South
African bonds have been the global leaders this year, with a total return of 8.7%.13 Chinese
bonds gained 5.6% in 2021, Indonesia’s climbed 5.2%, India’s rose 2.7%, and Croatia’s
increased 1%. Emerging-market bonds as a whole have dropped 1.3% in 2021.14 Hungary,
Peru, and Chile, three nations whose central banks boosted interest rates in 2021, suffered the
most losses.
6.5.

Commodity prices

In 2021, some commodity prices rose to or exceeded levels not seen since the spike of 2011.
For example, natural gas and coal prices reached record highs amid supply constraints and
rebounding demand for electricity.15 The prices of brent crude oil prices averaged, $70.4 per
barrel in 2021, while the West Texas Intermediate (WTI) was sitting at $68 per barrel. 16 The
Viljoen, J, 2021, “2021 the best year for SA stock in more than a decade as Richemont rallies 84%”, Available:
https://www.news24.com/fin24/markets/jse/2021-the-best-year-for-sa-stocks-in-over-a-decade-as-johannruperts-richemont-soars-20211231. [Accessed 22 February 2022]
10
Viljoen, J, 2021, “2021 the best year for SA stock in more than a decade as Richemont rallies 84%”, Available:
https://www.news24.com/fin24/markets/jse/2021-the-best-year-for-sa-stocks-in-over-a-decade-as-johannruperts-richemont-soars-20211231 .[Accessed 22 February 2022]
11
Bishop, A, 2022, “Rand Note: high bond yields and improving fiscal metrics drive investor interest”, Available:
https://www.investec.com/en_za/focus/economy/rand-note.html. [Accessed 22 February 2022].
12
“Rand Note: high bond yields and improving fiscal metrics drive investor interest”, Available:
https://www.investec.com/en_za/focus/economy/rand-note.html . [Accessed 22 February 2022].
13
Karunungan, L &
Kondo, M, 2021, “SA bonds top global ranking in 2021”, Available:
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use of crude oil as a substitute for natural gas presents a major upside risk to the demand
outlook, although higher energy prices may start to weigh on global growth.17 The natural gas
index averaged 130.7 from January to December 2021.18 The price of non-energy commodities
also increased during 2021 with the price of products like cocoa and coffee averaging $2.34
and $4.51 per kg respectively between January and December 2021. 19 The price of gold
average $1 800, platinum $1 091 and silver R25.2 per troy ounce between January and
December 2021. 20 The price of minerals such Aluminium, Copper and Iron ore averaged
$2 473, $9 317 and $161.7 respectively between January and December 202121
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7. INTERNATIONAL TRADE
7.1.

Chwayita Mkrola

Overview

Global trade and relations:
(UNCTAD, 2022) reports the value of global trade at a record high of approximately US$28.5
trillion, which is 25 percent above 2020 values and 13 percent above 2019 pre pandemic values.
For the fourth quarter of 2021, trade in services sat at US$1.6 trillion while trade in goods sat
at a record high of US$5,8 trillion. All regions recorded an increase in trade of goods. Figure
3 below illustrates regional trade in goods for the fourth quarter of 2021 relative to the fourth
quarter of 2020 and 2019.
Figure 3: regional trade performance

Source: extracted directly from (UNCTAD, 2022)

The figure shows that for the fourth quarter of 2021, Africa’s imports of goods were 25 percent
higher than Q4/2020 and 2019, while exports sat at 42 and 33 percent above the Q4/2020 and
Q4/2019 values, respectively. North America’s imports sat at 20 and 26 percent above Q4/2020
and 2019 values while exports sat at 20 percent higher than Q4/2020 values and 16 percent
higher than Q4/2019.
(UNCTAD, 2022) documents that 2021 trade performance can be attributable to a surge in
commodity prices, stimulus package induced demand, and eased pandemic restriction. This
means trade for the year 2022 remains vulnerable to changes in these factors. The discussion
below briefly looks into trends in factors alleged to have stimulated trade performance and the
potential impact on trade along with possible regional distribution of the impact.
Commodity prices:
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Figure 4 below shows the commodity price index from 2019 to 2022 forecast. Commodity
prices are projected to stabilize in 2022 after an upsurge in 2022, this may reduce trade
performance commodity dependent countries.
Figure 4: Commodity prices

Source: (The World Bank, 2022)

The United Nations ( 2021) state of commodity dependence, reports that in the year 2018/2019,
44.6 percent of commodity dependent countries were in Africa. This suggest trade performance
reducing effect of moderating commodity prices may be more pronounced in Africa. Table 1
below summarises commodity dependence by region as at 2018/2019.
Table1. Commodity dependence by region
Region
Percentage
of
commodity Commodity exports as a share of
dependent countries
merchandise exports
Africa

83

73

America

42,9

37

Asia

54,1

24,7

Europe

12,2

24,3

Source: (United Nations, 2021)

According to the table above, 83 percent of African countries remain commodity dependent,
with commodities accounting for 70 percent share in merchandise exports. The negative
developmental effect of commodity dependence prompts the need for Africa to diversify
exports.
Covid19 Restrictions and vaccination:
Data from World Health Organisation (WHO) (2019) showed increased covid19 cases in recent
months. Despite the resurgence and the Omicron variant, imposing covid19 restriction proved
unappealing as per negative economic impact hence the reliance on vaccination (The World
Bank, 2022). Figure 5 below shows the number of fully vaccinated individuals per 100 people
across the globe as reported by the World Health Organization on 23 February 2022.
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Figurer 5. Number of fully vaccinated persons per 100 population

As shown in the figure, Africa performs poorly in terms of achieving herd Immunity.
Continued failure to accelerate vaccination rollout and uptake may evoke the need for stringent
measures despite the known unfavourable economic consequences. However, global efforts to
endure equitable distribution of vaccines, such as donations and building capacity to produce
vaccinations in least developing countries may help avoid imposition of stricter regulations and
its unintended effect
Economic growth and trade performance:
While economic growth in both emerging and advanced economies showed strong rebound in
2021, 2022 growth is forecasted at lower than 2021 estimates. The world growth estimate sat
at 5.5 percent in 2021 from a decline of 3.4 percent in 2020. The 2022 forecast is at a moderated
rate of 4.1 percent. Contributing global risk factors include possible resurgence of covid19,
continued supply disruptions, and inflation resulting from increased cost of energy (World
Bank, 2022). These trends may have negative implication for trade. The 2021 estimated growth
was accompanied by a 9.5 percent growth in world trade, rebounding from a decline of 8.2
percent in 2019.
7.2.

Conclusion

Global risk factors and economic vulnerability resulting from commodity dependence call for
diversification of trade for all markets. Countries must commit to reducing trade concentration
and volatility. Commodity dependent countries need to use commodity rents to diversify
export, strengthen global relations to attract more foreign direct investment. Furthermore,
maintaining good governance at domestic level may help ensure development programs from
the international community result in intended economic outcomes.
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8. ENERGY & TECH
8.1.

Thabang Serobe

Electricity

2022 has already proven to be a busy year. The energy sector continues to demonstrate its
vitality on the economy while remaining under pressure. Also, the current momentum is
expected to continue given the 2022 eventful calendar. The upcoming ANC’s policy
conference is likewise expected to play a crucial role in the country’s quest to renewable energy
adoption. Meanwhile, Minister of Mineral Resource and Energy’s advocacy for non-renewable
resources have been widely criticized and seen as a major drag towards adopting renewable
energy. However, much attention is on the Presidential Climate Commission, which is expected
to spearhead the journey towards renewable energy and lead the Just Energy Transition.
Eskom remains a major encumbrance towards economic recovery with its never ending
financial and generation turmoil. This is despite talks at COP26 to offer South Africa a funding
package of $8,5 Billion (R128 billion) to transition away from coal reliance. The European
Union, France, Germany, UK and the U.S agreed on a funding package to assist South Africa
move away from its 87% coal generation to renewable energy. Part of the package includes
$500 million from the Accelerating Coal Transition (ACT) initiative launched by the Climate
Investment Funds (CIFs)22.
Eskom’s “Just Energy Transition” aims at achieving “Net Zero” carbon emission by 205023.
Therefore, the $8,5 Billion should boost the decarbonization process. ‘Transition’ describes
the gradual movement towards lower carbon technologies, while ‘Just’ qualifies that this will
not negatively impact society, jobs and livelihoods, Eskom24
Figure 6: Eskom’s Energy Availability Factor
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Source: Author’s computations using Eskom data

Above all, Eskom has applied for a 20,5% hike in tariffs. Business and other stakeholders
believe it is a steep hike. Nonetheless, this will not emancipate Eskom from its financial crisis.
Even with this, Eskom’s generation capacity is expected to continue to decline with Koeberg’s
planned maintenance/upgrade outage expected to last 10 months. Unit 2 of Koeberg Nuclear
22

https://www.climatechangenews.com/2021/11/04/south-africa-8-5bn-finance-package-offers-model-endingreliance-coal/
23
https://www.eskom.co.za/about-eskom/just-energy-transition-jet/
24
https://www.eskom.co.za/about-eskom/just-energy-transition-jet/
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Power Station went offline in January 2022 and is expected to last 5 months. Once Unit 2 is
restored to operation, Unit 1 will follow the process for the same duration. Each of this units
generates an equivalent of 920 megawatts25. Therefore, electricity generation is expected to
remain under strain throughout 2022 due these outages.
Renewable Energy Independent Power Producer Procurement Program (REIPPPP) was
undoubtedly a success and the President’s decision to increase generation capacity to 100 MW
was also an important step towards clean renewable energy adoption. However, since then
there has been little progress in IPPs which have maximized this opportunity. Analysts do
suggest there is bottleneck in registration for generation at this capacity.
Overall, we expect the electricity crisis to continue. Rolling blackout (load shedding) said to
intensify this year while load reduction in high density areas continues. Moreover, Eskom’s
troubles will remain for the foreseeable future.
Fuel
South Africa’s energy crisis is not limited to electricity but goes beyond to include fuel hurdles
which continues to evoke havoc in the economy with petrol prices reaching a record high. Fuel
prices remained relatively volatile with the threat of Omicron and geopolitics which includes
the Russia-Ukraine conflict. Oil prices are likely to remain high throughout the year. Though
fluctuations are expected, prices will still remain high. This outlook comes at the backdrop of
underperformance of global refining industry which is likely to continue underperforming
throughout 2022. Moreover, some OPEC+ members struggle with production amid growing
demand pose a risk of missing output targets. This will consequently push prices higher.
Furthermore, the Rand’s value will play a pivotal role to fuel prices in the country given the
Fed’s likelihood to hike interest rates.
Technology
Fintech innovations continue to make the headlines in the technology space. This is mainly due
to the role fintech plays in the economy especially in the financial sector. In the Financial
System Stability Assessment (FSSA) report, International Monetary Fund (IMF) together with
the World Bank recommend “promotion of fintech while balancing the risk it may pose to
financial stability26. The threat FinTech’s pose onto financial stability grows, however, the
benefits are proportional. Meanwhile in South Africa, Tech giant “Huawei”, has come under
the fire over issue of foreign employee quota. Government sued Huawei Technologies for
exceeding the number of employees of foreigners it is allowed to employ in the country. With
this, South Africa should tread carefully to ensure the relationship with Huawei is intact. The
Tech giant offers more than just Cellphone products. Huawei has cloud services with latest 5G
technologies which, in turn, benefit local citizens and companies.

25

https://www.dailymaverick.co.za/article/2022-01-18-koebergs-once-in-a-lifetime-outage-likely-to -put--extrastress-on-south-African-electricity-grid/
26
National Treasury, Media statement (Financial Sector Assessment Program: South Africa’s financial system
stability Assessment report.)
18 | Page
©Vindilac Analytics|2022

19 | Page
©Vindilac Analytics|2022

