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Third quarter GDP numbers point to an improvement in operating conditions 
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Key data at a glance: 

Indicator Rate % change (week-on-week) Date relevant 

USD/ZAR 14.16 3.66 Opening, 10-12-2018 

EUR/ZAR 16.12 3.92 Opening, 10-12-2018 

GBP/ZAR 18.02 3.52 Opening, 10-12-2018 

Gold (USD/oz) 1,248.40 1.44 Opening, 10-12-2018 

Platinum (USD/oz) 793.40 -1.78 Opening, 10-12-2018 

Brent crude (USD/barrel) 61.70 -0.03 Opening, 10-12-2018 

Copper (USD/ton) 6,079.50 -2.37 Opening, 10-12-2018 

White maize (R/ton) 2,576.00 2.63 Opening, 10-12-2018 

Source: RMB Global Markets 

Commentary: 
The US-China trade truce, announced last week, while affording both sides some breathing room, will do little to 
resolve the deep differences between the two nations. While both Trump and Xi Jinping hailed it as a domestic victory, 
they also took pains to detail areas in which they would not compromise. The need for some kind of truce has been 
growing as both countries have seen the adverse effects of the tensions. China’s economy has slowed more than 
expected, while American farmers and some manufacturers are starting to feel the bite. Experts have mixed views 
about the agreement with some expressing optimism while others have warned that this could turn out to be a hollow 
deal.    
 
Non-OPEC member Russia and Saudi Arabia have agreed to extend OPEC’s efforts to stabilise the oil market. But while 
most producers have made it clear that that they agree on a need to cut production, there is no consensus about how 
much. Market analysts are saying that Saudi Arabia’s suggestion of 1m barrels per day will likely not be enough. 
Compounding the problem is that for the first time since 1973, the US is now exporting more oil than it imports, and 
it is not party to any output deal. Together, the US, Russia and Saudi Arabia account for almost 60% of global 
consumption.    
 
The problems at Eskom continue to pose one of the greatest risks to SA’s economic recovery, while the recent load-
shedding will impact business and consumer confidence. The Minister of Public Enterprises Pravin Gordhan has 
emphasised that the power utility is now in crisis mode and that the immediate objective is to avoid power cuts. With 
this objective in mind, National Treasury has given Eskom the go-ahead to procure emergency diesel to limit the load 
shedding. The longer-term strategy is to stabilise the power utility to ensure that the lack of working capital does not 
become a problem.  
 
GDP growth for the third quarter rose by 2.2% quarter-on quarter. Sharp recoveries in manufacturing and transport 
helped to drive the growth momentum with manufacturing output rising by 7.5% and the transport sector rebounding 
by 5.7%, most likely reflecting a pick-up in freight services demand in the trade and manufacturing industries. 
Agricultural output also turned positive, rising by 6.5%, attributable to increased production of crops, horticultural and 
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animal products. The mining sector however, continued to struggle, contracting by 8.8% as the sector battled a decline 
in commodity prices.  
 

 
 
From a ratings perspective, the number is important as growth is what SA needs to concentrate on in order to avoid 
further downgrades. Institutional credibility is also a key pillar of SA’s strength and thus the appointment of Shamila 
Batohi as the new head of the NPA should be welcomed by all. 
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Disclaimer: 

 This research has been written by the economist at Santam Structured Insurance Limited (“the Insurer”). Whilst all care has 

been taken by the Insurer in the preparation of the opinions and forecasts and provision of the information contained in this 

report, the Insurer does not make any representations or give any warranties as to its correctness, accuracy or completeness, 

nor does the Insurer assume liability for any losses arising from errors or omissions in the opinions, forecasts or information 

irrespective of whether there has been any negligence by the Insurer, its affiliates or any officers or employees of the Insurer, 

and whether such losses be direct or consequential. Nothing contained in this document is to be construed as guidance, a 

proposal or a recommendation or advice to enter into, or refrain from entering into any transaction, or an offer to buy or sell 

any financial instrument. 

This communication is not intended nor should it be taken to create any legal relations or contractual relationships. 

Santam Structured Insurance Limited is an Authorised Financial Services Provider under South African law (FSP 1027). 

 


