
ECONOMIC COMMENTARY - By Francois Stofberg

“Rustig, rustig, rustig”

In his address to the National Council of Provinces (NCOP), President Ramaphosa told South Africans “to relax”. Although this will very likely upset the average 
listener and was initially aimed at the issue of land expropriation, it appears he was trying to create context and address an underlying tone among South 
Africans — a tone that says South Africa will not be able to get itself back on track. He reiterated that land grabs would not be tolerated, which is a crucial 
point to raise and enforce. Even more important was his reassurance that expropriation would occur in such a manner as not to negatively affect our economy. 
President Ramaphosa also said that expropriation would protect the property rights of all South Africans, which is exactly what a government should do.

Although this is all still talk, and a lot of it, it’s been less than a year since President Ramaphosa was elected and since then he hasn’t done anything substantial 
to make us doubt his intentions. In fact, his smart reshuffl e of cabinet (placing Nene back at Finance, Gordhan at Public Enterprises, and Mantashe at Mineral 
Resources) was all a clever ploy to start shifting our economy’s gears. Unfortunately, this takes time. Even Zuma could only really start harming the economy 
in his second term in offi ce, after he had consolidated power and positioned his cronies to all the right positions. Also, President Ramaphosa must contend 
with the masses of politicians, bureaucrats and troubled businesses who would rather have things stay as they were. We all knew he would have to raise the 
tough issues his predecessors would rather not. Now, he also must contend with his party’s long-term failures. We also know that he must play along with silly 
political games because he is still a very weak president. We also understand that real change takes time. So we are willing to relax, for now.

So, why will it be different this time around? Maybe it won’t but we’ve long since explained that the most important element needed to turn this economy 
around is strong, accountable leadership. We still see this in President Ramaphosa but in the context of the issues explained above, understand that it will take 
time to implement.

What the president did very well during his address was to speak to a very real issue among South Africans. That is our desire to believe that the worst 
possible outcomes will occur instead of the much more likely, better outcomes. There are of course many reasons to worry about South Africa’s economy, but 
individuals tend to automatically assume the worst without applying logical reasoning or seeing current problems in any form of context. This is especially 
true if one considers sentiment-type surveys which ask South Africans about how they “see their fi nancial futures”, or “how they feel about their economic 
prospects”.

In the latest business confi dence survey the report showed that sentiment fell to only 38 points, its lowest level in 2018 and not much higher than the all-time 
low this index reached in 2017. Business confi dence is measured around the 50-level neutral rate. A mark below 50, therefore, implies that South African 
businesses are not very confi dent in the economic environment. In the latest report, businesses once again reiterated that they are concerned about the 
uncertain nature of government policies. A valid point. Political uncertainty, like whether President Ramaphosa will win the next election or be able to do 
something to turn South Africa around, leads to policy uncertainty. A good example of policy uncertainty, which even had President Trump tweeting about it, is 
how exactly land expropriation will work. Policy uncertainty leads to economic uncertainty when people don’t spend, and companies don’t invest.

To put our current and ongoing misfortunes in a global context: our debt is manageable (only 10% is held in foreign denominated currencies) unlike most 
other emerging economies; despite decades of low infrastructure growth we are still the most industrialised African country — and pressure from academics is 
mounting against bad infrastructure implementation; we still have the continent’s best universities (unfortunately not yet the best schools); and we have stable 
prices, also not something one sees in most other emerging economies.

The most important differential between ourselves and other emerging countries is that our fi nancial markets are opposing weak government policies. Every 
time politicians do something they shouldn’t, they harm their own pockets and that of their friends. But, unlike other emerging economies, our societal pillars 
are still standing strong. We have a full democracy, we have freedom of press, we have an independent central bank, and we have a healthy judiciary. All of 
which are growth positive. All we need now is good leadership which, as I’ve explained earlier, takes time. Understanding this context and our nature to assume 
the worst, we’ll heed the call of the president and relax.
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