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-

 Government 

-

 

    0.23

 

105.59

 

Legend: 

 

¨

 

the direction of arrows 

shows the movement 

of indicators. 

 

¨

 

the colour indicates 

the impact of savings 

on the environment: 

green is positive, red 

is negative, yellow is 

neutral.

 

The Savings Barometer continued its up-

ward movement by 2.09 index points to 

118.90 in Q1 2006, reflecting an improve-

ment in the overall saving environment in 

South Africa. The better overall saving 

environment in the first quarter of 2006  

was caused by  improved saving circum-

stances from the previous quarter for the 

household and corporate sectors in the 

economy although the government sec-

tor’s environment deteriorated marginally. 

 

 

The corporate sector’s saving environ-

ment improved over the quarter with its 

sub

-

barometer rising by 6.13 index points 

and the household sub

-

barometer in-

creased by 0.35 index points. The govern-

ment sector’s sub

-

barometer decreased 

by 0.23 index points. The increase in the 

overall index in Q1 2006 follows a 1.00 

index points rise in Q4 2005, a 0.33 index 

points decrease in Q3 2005 after a 0.40 

index points decrease in Q2 2005. The 

overall Saving Index increased by 2.99 

index points since Q1 2005.

 

The private savings environment continues to 

improve ...  yet  actual savings remain dismal.

 

 

National Treasury         

Retail Bonds                    

-

 launched in May 2004 

-

 

As at 31 July 2006,        

18 503South Africans had 

invested a total of R1.7 bn 

in 33 000 investments, 

with a maturity breakdown 

as follows:

 

    Maturity            Value

 

  2 year           R871m                         

3 year           R264m           

5 year           R562m  

 

Gross

 

saving as a percentage of gross 

domestic product (GDP) in South Africa 

decreased yet again from 13.5% in Q4 

2005 to 13% in Q1 2005 in spite of the 

improvement in the overall savings envi-

ronment as measured by the Savings 

Barometer. 

 

The slight improvement in the govern-

ment sector’s quarterly saving ratio 

partly neutralized the decrease in the 

saving ratio for the corporate sector with 

that of the household sector remaining 

largely unchanged for Q1 2006.  Gross 

corporate saving as a percentage of 

GDP dropped by 1½ percentage points 

to 10% in Q1 2006.

 

Gross saving by 

households remained unchanged at just 

above 1½ % of GDP from Q4 2005 to 

Q1 2006.  The ratio of gross govern-

ment saving to GDP improved to 1½% 

in Q1 2006 from less than ½ a percent-

age point  in Q4 2005,
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The saving environment for households improved in Q1 2006, according to the sub

-

barometer. There was an increase of 

0.35 index points to 121.079 over the quarter.  Higher household real disposable income and a lower real prime overdraft  

rate, as positive indicators, caused the sub

-

barometer to improve in spite of all the other indicators 

—

 a lower real yield on 

government bonds, higher consumer inflation, higher household

 

final consumption expenditure relative to GDP and an in-

crease in the ratio of household debt to disposable income 

—

 constraining the improvement in the household saving envi-

ronment.  

                                                                     

 

 

 

 

 

 

 

 

 

 

 

 

 

                           

 

The environment for corporate saving in South Africa improved in Q1 2006 with the sub

-

barometer increasing by 6.133 

index points to 130.02.

 

 Increased total real income, higher business confidence, the marginally lower real prime overdraft 

rate and lower unit labour costs all caused the improved saving environment for the corporate sector. Higher producer price 

inflation was the only negative indicator for the corporate saving environment. 

 

 

The environment for government saving deteriorated slightly in Q1 2006. The sub

-

barometer decreased by 0.226 index 

points over the quarter to 105.592. General government ‘s higher disposable income as a percentage of GDP and the de-

crease in government debt as a proportion of GDP as positive indicators, were not sufficient to completely offset the higher 

government spending as percentage of GDP and a worse ratio for government deficit as a percentage of GDP, causing a 

slight deterioration in government’s saving environment  in the first quarter of 2006. 
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Movement of key household indicators

 

Real disposable income

 

Real bond yield

 

Consumer price inflation

 

Final consumption exp. to GDP

 

Household debt as % of disp. Income

 

Real prime overdraft rate

 

Movement of key government indicators

 

Govt. expenditure as % of GDP

 

Govt. deficit as % of GDP

 

Govt. disposable income as % of GDP

 

Govt. debt as % of GDP

 

Movement of key corporate indicators

 

Total real income

 

Producer price inflation

 

Corporate tax

 

Business confidence

 

Real prime overdraft rate

 

Unit labour cost

 

 

 

Corporate Barometer
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Lumkile Monde: Chief Economist        

at the Industrial Development     

Corporation

 

PIC

 

 

 

 

Jac Laubcher                 

Group Economist         

Sanlam

 

 

 

 

I

n spite of an improving savings                               

environment as reflected in a steadily 

rising Savings Barometer, the savings performance of 

the South African economy continues to deteriorate. 

The ratio of gross saving to GDP declined to its lowest 

level since 1948 in Q1 2006, viz. 13%. Household sav-

ings turned negative in Q1 2006 for the first time since 

the first quarter of 1984, while household debt as a 

percentage of disposable income increased to its high-

est level ever.

 

Although it can be argued that the rising household 

debt burden and commensurate low savings are partly 

due to an ongoing process of financial deepening in 

the economy, it nevertheless points at the absence of 

a savings culture. It begs the question whether some 

form of compulsory personal savings, particularly in 

the context of retirement provision, needs to be con-

sidered.

 

Another notable feature of the economy’s savings per-

formance is the deteriorating corporate savings rate, 

which has declined from 7,4% of GDP in 1994 to 2,3% 

of GDP in 2005. This unfortunately cancelled out the 

positive impact of declining government dissaving on 

national savings. More recently the decline in corpo-

rate savings took place against a background of 

sharply improving corporate profits. Many corporates 

however chose to declare special dividends and/ or 

buy back their own shares, indicating that something 

is amiss with the investment climate in South Africa.

 

The decline in the national savings rate is most inop-

portune, bearing in mind government’s ambitious capi-

tal spending plans and the need to raise the invest-

ment ratio in the economy to achieve the stated objec-

tive of a 6% growth rate. The recent volatility in inter-

national financial markets has furthermore demon-

strated the risk of relying on foreign savings to finance 

the shortfall.

 

 

 

Ridle Markus

 

Senior Economist

 

ABSA

 

        

S

outh African savings remain dis-

appointing with gross saving to GDP 

falling further in the first quarter of 2006 to 13% com-

pared with 13,5% in the final quarter of 2005. Further-

more, 

one of the major drawbacks of the consumer 

spending boom over the past three years was the drop 

in household net saving. Household saving as a per-

centage of disposable income turned negative for the 

first time since 1984, falling from 1,6% at the end of 

2003 to 

-

0,1% in the first quarter of 2006. 

 

The South African saving situation becomes more 

critical if the widening current account deficit to GDP is 

taken into consideration. The current account deficit 

during the first quarter deteriorated to 6,4% of GDP on 

the back of, amongst other factors, strong household 

demand and the strong rand. The deficit on the current 

account is a reflection of the low level of national sav-

ings as the country needs to borrow to finance its in-

vestments. With the economy expanding at a solid 

pace, real gross fixed capital formation was in excess 

of 8% per annum on average over the past three 

years. While a low level of savings has a negative im-

pact on domestic productivity, continued high levels of 

borrowing from abroad to finance investments is un-

sustainable. 

 

Household savings, so far, were negatively impacted 

by low interest rates, high consumption and little in-

centive to save. Given current uncertainty and volatility 

in world oil markets and the softer rand, the near

-

term 

inflation outlook will remain cloudy. As a result, the 

SARB is likely to raise interest by at least another 100 

to 150 basis points over the next few months. This will 

affect affordability levels in the housing market and will 

raise borrowing costs, putting consumption under 

pressure. Nonetheless, although we expect the house-

hold savings ratio to remain negative over the next 

year, a slowdown in household spending and the 

housing market should prevent a further major deterio-

ration in saving.  

 















































