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Lurching forward to recovery

RACE TO ECONOMIC GROWTH

The global economy is still trying to recover from the fallout of

I
the 2008/09 financial crisis and the 2010/2011 European 5.0% A 6 %
sovereign debt crises, which is mainly as a result of unresolved . 2
fragilities and a lack of confidence in the global financial system g

5 o
Global growth is expected to remain under some pressure in 4.9% 9
2014, mainly due to a slow increase in demand
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Source: IMF and KPMG.
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Will the global economic superpowers really change that much?

TOP 10

GLOBAL ECONOMIC SUPERPOWERS

United States
Projected GDP 2013: 16.2 trillion
Projected GDP 2017: 19.3 trillion

China
Projected GDP 2013: 13.9 trillion
Projected GDP 2017: 20 trillion

India
Projected GDP 2013: 5.2 trillion
Projected GDP 2017: 7.5 trillion

Japan

Projected GDP 2013: 4.7 trillion Russia 4 Brazil France United

Mexico
Projected GDP 2017: 5.3 trillion 7 9

~ingdom #10

Germany Projected GDP Projected GDP Projected GDP Projected GDP
Projected GDP 2013: 3.4 trillion 2013: 2.6 trillion 2013: 2.4 trillion 2013: 2.3 trillion

; : : 2013: 2.3 trillion
Projected GDP 2017: 3.9 trillion Projected GDP Projected GDP Projected GDP

Projected GDP
2013: 2.1 trillion

Projected GDP Projected GDP

2017: 3.3 trillion 2017: 3.1 trillion 2017: 2.7 trillion 2017: 2.6 trillion 2017: 2.7 trillion

Source: Economic intelligence Unit
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The Africa opportunity

Sub-Saharan Africa average annual GDP growth 2000 - 2012
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Smrce: International Monetary Fund
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Trade trends

Africa’s new trade frontier

Imports from BRICs Exports from BRICs

Top 10 bilateral traders with Africa
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South Africa and BRICS

ECONOMIC POWER (2012)

® Brazil
China
m India
» Russia
m South Africa

BRICS facts

*  BRICS will represent 32% of global economic
output by 2017

«  Total GDP of US$ 22.3 billion
*  Representing 27% of total global economy

*  Population about 40% of global population

2017

2012

2001

0% 20% 40% 60% 80% 100%

m South Africa  ®Russia ®Brazil m®mindia China
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Overview of the South African economy

Estimate Forecasts
Percentage

Final household consumption

3.5 2.5 2.9 3.2 3.4
Gross fixed capital formation 57 a1 5.0 55 63
Current account balance as % of GDP 63 65 6.4 6.2 6.1
Real GDP growth 2.5 21 3.0 3.2 3.5
Headline CPI inflation 5.7 5.9 5.6 5.4 5.4

2013 Medium Term Budget Statement

GDP growth rate 2000 - 2012
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Percentage change

Unemployment (Q2) 24.9% 25.6%
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Doing business in South Africa

39" out of Highest ranked

African country
185

Doing Business 2013 Doing Business 2012 Improvement in DTF**

DTF** (% points) DTF** (% points) (% points)
Starting a Business 53 43 ‘ -10
Dealing with
Construction Permits 39 38 .' -1
Getting Electricity 150 148 ‘ -2 b I g g est
improvements to
Registering Property 79 78 ‘ -1 ease of trade
across borders in
st Getting Credit 1 1 pwe No change 2012
1t place
Ease of granting |Protecting Investors 10 10 == No change
credit (with
Malaysia & UK)  |paying Taxes 32 34 * B
Trading Across Borders 115 145 ‘.‘
Enforcing Contracts 82 83 f 4
Resolving Insolvency 84 81 ‘
Improved

customs administration
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Confidence in the marketplace

_C(()jnsumer confidence Business confidence index
index

*RMB/BER consumer confidence index

*FNB/BER consumer confidence index (quarterly) (quarterly)
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Consumer rating ‘ to a 9 year low of - 8 index points in 2013Q2 Respondents rated business conditions as unsatisfactory as the
index declined to 42 in 201303.
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South Africa: the risks

Labour market Global Competitiveness Index rankings (from 144 countries)

Cooperation in labour employer practices @@

2013 GDP growth forecast revised downward

Forecasts revised downwards
mainly due to global conditions
and domestic factors such as:

Labour unrest

Maintenance stoppage in major

industries
Electricity production constraints

Hiring and firing practices

Pay and productivit o . .
y P y Declining business confidence
2012 2013
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South Africa: the upside

Not all doom and gloom... / \

The Medium Term Budget has proposed

austerity Mmeasures to cut
government spending on cars, travel
and entertainment to ensure that
taxpayers money is used efficiently and
effectively.

Gross fixed capital formation to increase by 4 percentage
points

Employment and tax incentives to support young work
seekers in special economic zones

Review of the current tax system — tax relief for small business

This could result in savings of

Support for the motor industry through grant-based incentives approximately R2bn a year

and tax offsets

2013 strike season has
not been as disruptive

ar desttrqli:tlve G 150 wage agreements
previous strike seasons | ~\vere reached in a

number of sectors
without industrial

2 mn man days vs.

i action
previous 3.5 mn man
days previously
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Overview of the NDP process

SIS EEL] Rural
113% economy

SA in the
== . region
B= " and world

Continuous feedback

Economy
and
employme
nt

Transform
ing
human
settlement

Diagnostic report

13 action areas _
identified Edut_:a_tlon
Fighting , training,
corruption innovatio
n

The government is acting on key NDP proposals including:

+ Making sustainable investments in competitive economic infrastructure

Nation

i i i ; ; building Healthcar
+ Increasing the pace of job creation, particularly for young job seekers ) e for all

cohesion
* Encouraging the expansion of businesses and the development of new

enterprises, including small and medium-sized companies Building a
capable
. .. . L . . State
* Increasing economic integration within sub-Saharan Africa in areas such
as energy production, finance, tourism, communications, infrastructure
building and customs administration.
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http://www.npconline.co.za/pebble.asp?relid=25
http://www.npconline.co.za/pebble.asp?relid=25

Infrastructure in the NDP: what are we targeting?

5.4% GDP growth

11 million additional
jobs

* Security of * Environmental
supply impacts
* Logistics * Larger share
* Fiber optic
network * Renewable
* Pricing and energy
regulation Economic * Independent
infrastructur suppliers
e:
Key actions
* Freight * Upgrade

corridor refineries

‘

- Management < New refinery -
strategy 2017
* Lesotho 2 million jobs from
Highlands expanded public
* Urban and works
industrial suppl
10% of GDP from
public sector fixed
investment

90% access to grid, with the rest using
non-grid options

Increased generation capacity

50% of new capacity from renewable
resources

Access to clean, potable water

Enough water for industry and
agriculture

Reduce water demand by 15% in urban
areas

Improved utilisation and quality for
public transport

Increased port capacity

Comparatively priced and widely
available broadband

Social infrastructure? Integrated in other
sections, but the funding should be
considered.
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Mind the Gap

Additional jobs if we were
able to achieve NDP target
now

GDP growth rate

Jobs lost due to

Targeted share of GDP spend .
g P under-spending

on infrastructure

R12 trn

27 X 2010 Soccer World Cup Funding shortfall

Approx. PICC/
What we SIPS spending

plan, but
don’t «
Approx. annual spend
spending
R827 Current requirement to
Planned MTEF bn reach NDP target
Funding requirement to reach NDP spending
target
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