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Debt to GDP and Debt Costs

Table 1.4 Projected state debt and debt costs

R billicr 2010514 201112 201213 201314
Mt loan debt g224 998.8 11997 13883
Percernfage of GOP 30. 8% 34.3% 37 5% 29 3%
Met domestic debt 7843 0.8 1148.0 13131
Foreign debt 38.1 28.2 5.7 5.2
State debt cost G6.6 76.6 0.8 104.0
Percernfage of GOF 2.5% 2.6% 28% 2.9%

Fiscal deficits by country, 2011

Gross government debt, 2011
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The key fiscal ratios

Table 1.2 Consolidated government fiscal framework

2010M11 | 2011112 201213 201314
Revised i Medium-term estimates
R million estim ate i
Revenue 755.0 | 824.5 208.7 10172
Percerfage of GDF 28.3% i 28.3% 28.4% 28 8%
Expenditure 89T .4 E a7a.3 1 061.6 11518
Percerfage of GDF J3.6% E 33.6% 33.2% 32.6%
Budget balance -142.4 i -154.8 -152.9 -134.6
Percerfage of GDF -5.39% | -5.3% -4.8% -3.8%
Grozs domestic product 266621 23143 3 2071.3 3 536.0
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Growth in GDP and revenues
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Growth In Revenue, expenditure, GDP

and Prices F_— -
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Growth In real revenue and expenditure
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The structure of taxes- little change

Figure 4.1 Structure of tax revenue, 1996/97 — 201314
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Table 4.2 presents consolidated government revenme outcomes from
2007/08 to the present, and the three-year projection.



Macro-assumptions

Table 2.1 Macroeconomic projections, 2007 — 2013

Calendar year 2007 2008 2004 2010 2011 22 2013
Actual Estim ate Forecast
Percemnfage change wnless ofherwize indicaled
Final household consumption 5.5 2.2 -2.0 4.8 4.2 4.3 45
Final government consunplion 4.1 4.7 4.4 4.6 4.4 4.1 3.8
Gross fived-capital formation 14.0 14.1 -2.2 -38 a8 55 B8.2
Gross domestic expendiure 0.3 3.4 -1.7 4.1 4.2 4.4 4.6
Ecports 0.6 1.8 -18.5 5.3 G0 0.4 7.3
mporis 8.0 1.5 -17.4 104 285 7.0 74
Real GDF growth 5.6 36 1.7 2.7 34 4.1 4.4
GOF inflation 8.1 248 7.2 6.3 53 54 58
GDF at current prices (R billion) 20162 22741 23360 26157 [ 28465 31220 34458
Headiine CFi inflaticn 8.1 o0 7.1 43 40 532 55
Current account balance (% of GO -7.0 -T.1 -4.1 -3.2 -4.2 -4.9 -5.0




Formal employment — down 400,000

Figure 2.9 Formal sector non-agricultural employment, 2006 — 2010 ﬂ
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Debt and debt service ratios

Figure 2.10 Debt-to-disposable-income and debt-service costs,
1994 - 2010
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Terms of Trade- in SA’s favour- until this week

Figure 2.4 Export and import prices, 2005 - 2010
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Major infrastructure projects

Table 4.4 Major infrastructure projects

Project name Total Implementation Project objective and com pletion target date
project agent
cost
R billion
Energy
Kusile pow er station 142 Eskom Construction of a 4 BODMN coalfired pow er
station (to be completed in 2012).
Medupi pow er station 125 Eskom Construction of 4 T88MW coal-fired pow er station
(to be completad in 2015).
Ingula pumped-storage 156 Eskom Construction of a 1 332MN hydroelectric power
scheme station (first unit to be completed in 2013).
Eskonis retum-to- 27 Eskom Demothbaling of three coal-fired pow er stations -
sarvice projects. Canmden, Grootvlel and Komati
{to be completed in 2012).
Transport
Gauteng freew ay 207 South African Mational Upgrade and lane additions to Gauteng's highw ay.
improvement scheme Roads Agency Limited Fhase 1({2012) and phase 2 (2020).
Mew multi-product 234 Transnet Construction of a 8.7 bilkon litres per year pipeline
pipeline phase 1 (to be conmissioned in 2011).
Fon-ore line 1168 Transnet Upgrade of the iron-ore ine to 80 million tons per
year {scheduled for completion in 2013).
Mggura container 10 Transnet Improving port capacity by an additional 800 000
terminal 20-foot equivalent units
{scheduled for conmpletion in 2013).
Water
Mokolo-Crocodie w ater 18 Trans-Caledon Tunnel Phaze 1 to deliver w ater (2012) and phase 2
augmentation project Authority {2015).
Ofifants River w ater 168.1 Trans-Caledon Tunnel Construction of a dam and bulk distribution
resource development Authority (to be conpleted in 2018).
project
Housing
Cornubia housing 51 The Housing Development Construction of 18 313 mixed-income, mixed-
development Agency and eThekw ini density houses
Metropolitan Municipality {scheduled to be conpleted 2016/17).
M2 Gatew ay 23 The Housing Development The creation of sustainable communities through
Agency the construction of 22 000 low -income houses
{scheduled for completion in 2013).
Hos pitals
Limpopo A cademic 4 Limpopo Department of Development of an academic hospital with tertiary
Hospital Health faciities and services
{scheduled for completion in 2013).
Melson Mandela 4 Eastern Cape Department  Improved health care through the upgrade and
Hospital of Health rehabilitation of the Melson Mandela Hospital
{scheduled for conpletion in 2013).
Chris Hani 4 Gauteng Department of Imrproved health care through the upgrade and
Baragw anath Hospital Health rehabilitation of the Sow eto hospital
{scheduled for completion in 2013).
Cr George Mukhari 4 Gauteng Department of Improved health care through the upgrade and
Hospital Health rehabilitation of the George Mukhari Hospital
{scheduled for completion in 2013).
King Edw ard VIl 4 KZM Department of Health Improved health care through the upgrade and
Hospital rehabilitation of the King Edw ard \VIll Hospital

{scheduled for completion in 2013).

Correctional
PFP Prisons 8 Departrment of Upgrading of accomodation and related services to
Correctional Services support the transformation process of correctional
services facilties
{scheduled for completion in 2013).




National health- up from R60 to R110 billion In
three years

Mational health insurance

Government expects that national health insurance (INHI) will be phased in
over 14 years. While initial allocations are made 1n the 2011 Budget, the
NHI system will require fonding over and above cument revenues
allocated to public health Prelimmnary amalysis indicates that the phasing
in of a payroll tax (payable by emplovers), an mcrease in the VAT rate and
a surcharge on individuals’ taxable income could be considered as funding
options. The feasibility and practicality of co-payments or user charges
will also be explored. Announcements about specific funding instruments
will be made in the 2012 Budget.



Retirement funds

e An employer's contribution on behalf of an employee will be deemed a
taxable fringe benefit in the hands of the employee. Individuals will be
allowed to deduct up to 22.5 percent of their taxable mcome for
contributions to pension. provident and retirement annuity funds.

e To ensure greater equity, two thresholds will be established — a
minimum annual deduction of R12 000 and an annual maximum of
R200 000.

e The base on which contributions to retirement funds and other social
security taxes 1s calculated will be streamlined.



Interventions in the labour market

Learnership tax incentive

The learmership tax mcentive, designed to support youth employment. will
expire m September 2011. The tax expenditure associated with this
mmcentive 15 estimated to have amounted to 324 mullion in 2007/08, but
its effectiveness 1s difficult to assess. Government proposes to extend the
mncentive for five years, subject to an analysis of its effectiveness by
businesses, sector and trammng authorities, and the Department of Higher
Education and Traiming. The review will take place durning 2011.

Youth employment subsidy

To support job creation, a youth employment subsidy in the form of a tax
credit costing RS billion over three years will be mtroduced. It will be
admimistered by the South African Revenue Service (SARS) through the
PAYE system to limit abuse, ensure maxinmm liquidity and ease business
comphiance.



The yield curve
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Implicit 1 year interest rates
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World and SA GDP growth 80- 95 — growth
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The S&P is a play on the global economy — as
Is the JSE — even more so

CHART 23
Globalization Of Corporate Profits
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Measuring risk in equity markets

SD of daily moves
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Risk and return
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The Libyan/oll problem
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Daily moves in risk and return
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Daily moves in JSE Alsi 2007-2011
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The EM Equity Index and JSE USD
(Jan 1 2010=100
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The markets this year
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The ZAR explained by the Aussie dollar

2.6

- 2.4

- 2.2
0.2 1

- 2.0

0.1-

MWWWW 18
0.0 h
-oa-J

-0.2 T T T T T T T T
12/31/07  10/06/08 = 7/3/09 41910  1P4/11

Residual Actual Fitted




ZAR from overvalued to undervalued
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JSE earnings per share (Real Rands
and USD)
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Growth in real and USD earnings
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Earnings growth to date (up 50% In
USD)

80

WNM !

-40

OO 01 02 03 04 05 06 07 08 09 10 11

—— Realrands — USD




Are earnings above or below trend?
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Price/earnings multiples
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The ‘fed” model of the S&P 500 to Feb 18
J@Rly undevalued
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The dividend model of the S&P- less
jiC predicted value 1500. (dividends
& ed better than bottom line earnings
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A model of the JSE- explained by earnings,
emerging markets and short term interest rates
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Shares Vs Property (Jan 1 2010=100)
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Thank You

Disclaimer Although information has been obtained from sources believed to be
reliable, Investec Securities Limited or its affiliates and/or subsidiaries (collectively
“ISL”) does not warrant its completeness or accuracy. Opinions and estimates
represent ISL's view at the time of going to print and are subject to change without
notice. Investments in general and, derivatives, in particular, involve numerous risks,
including, among others, market risk, counterparty default risk and liquidity risk. No
security, financial instrument or derivative is suitable for all investors. In some cases,
securities and other financial instruments may be difficult to value or sell. The price
or value of such securities and instruments may rise or fall and, in some cases,
investors may lose their entire principal investment. Past performance is not
indicative of future returns. The information contained herein is for information
purposes only and readers should not rely on such information as advice in relation
to a specific issue without taking financial, banking, investment or other professional
advice. ISL and/or its employees may hold a position in any securities or financial
instruments mentioned herein. The information contained in this document does not
constitute an offer or solicitation of investment, financial or banking services by ISL.
ISL accepts no liability for any loss or damage of whatsoever nature including, but
not limited to, loss of profits, goodwill or any type of financial or other pecuniary or
direct or special indirect or consequential loss howsoever arising whether in
negligence or for breach of contract or other duty as a result of use of the or reliance
on the information contained in this document, whether authorised or not. This
document may not be reproduced in whole or in part or copies circulated without the
prior written consent of ISL. Investec Securities Limited. 1972/008905/06. Member
of the JSE Limited South Africa. An authorised financial services provider. A
registered credit provider registration number NCRCP262. Past performance is not
nﬁcessarily a guide to future performance. Levels and basis for taxation may
change.
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