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South Africa

MTBPS likely to leave fiscal policy on hold
 The upcoming MTBPS on 24 October is not likely to surprise the markets greatly, 

either for good or ill. The newly appointed finance minister, Tito Mboweni, has not 
had sufficient time to stamp his mark on fiscal policy and, anyway, the National 
Treasury has very little room to maneuver against a backdrop of weak growth and 
political constraints on necessary fiscal and structural reforms.

 Given that both inflation and real GDP growth are likely to undershoot the 2018 
Budget assumptions, tax collections could also disappoint, unless tax buoyancy 
proves more robust than the Treasury initially expected. However, so far in FY 
2018/19, tax collections are running ahead of target, so even if the pace of collections 
falters somewhat in the second half of the year, any slippage is likely to be relatively 
minor.  We expect slippage of 0.2% of GDP on the main budget balance.

 The MTBPS will likely report that overall expenditure growth remains contained, 
with the current run rate of 6.8% y/y below the Budget forecast of 7.7% y/y. However, 
there is pressure for more spending; for example, to bail out state-owned companies. 
Markets will be alert to any sign of the hitherto sacrosanct expenditure ceilings being 
revised upwards. 

 Of particular interest with regard to the expenditure targets will be the updated 
projections for public sector employee compensation, particularly since the three-
year wage agreement was slightly in excess of the 2018 Budget targets. The 
government has promised no mass retrenchments, so it will be interesting to see if 
the MTBPS reveals a strategy for curbing public sector pay through other means. 

 Investors will also be watching the 2018 MTBPS for more details on the ZAR50bn 
reallocation of existing expenditure as part of President Ramaphosa’s stimulus plan 
that was unveiled in September. 

 It is unclear if the MTBPS will detail a set of plans for dealing with the plethora of 
bailout requests from state-owned companies, such as South African Airways (SAA). 
We think if the government wants to send a bold and confidence-boosting signal to 
the market, it could conceivably surprise with an announcement to put SAA into 
business rescue, but this is not our base case scenario. 

 The MTBPS might also provide the government’s decision with regard to the 
recommendations of the Woolard panel that the list of items zero-rated for VAT be 
expanded at a cost of ZAR4bn as a means of poverty alleviation. However, any 
implementation is unlikely to come until the 2019 Budget.
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When newly appointed Finance Minister Tito Mboweni delivers the Medium-Term Budget Policy 
Statement (MTBPS) on 24 October, markets will be watching closely to see how the government’s 
fiscal plan has evolved against a backdrop of weaker-than-expected growth, rising spending 
pressures and looming general elections. The MTBPS is often described as a ‘mini budget’ but since 
it contains no tax policy changes, we prefer to think of it instead as a mid-year budget update, in 
which the National Treasury presents a revised fiscal framework for the current financial year and 
a proposed framework for the subsequent three years in the planning horizon. In particular, the 
MTBPS is notable for the Treasury’s updated GDP growth, revenue, expenditure and deficit 
forecasts. The MTBPS is also a useful opportunity for the finance minister and the National 
Treasury to communicate to the markets, policy makers and stakeholders more broadly on the big 
issues affecting the fiscus and the economy. In this regard, the market will be looking to the MTBPS 
for more details on the government’s stimulus plan, as promised by President Ramaphosa on 21 
September. It will also be interesting, given the significant risk that South Africa’s troubled state-
owned companies (SOCs) pose to the fiscus and the economy in general, to see what (if anything) 
Mboweni and the National Treasury have to say about various SOCs’ requests for bailouts. Finally, 
Mboweni has indicated he will have something to say on the VBS corruption scandal.

Although the markets seem to have high expectations of the new finance minister in two senses, 
there is little that Mboweni can actually do. Firstly, most of the fiscal programming was completed 
by the National Treasury staff well before Mboweni was appointed to replace Nhlanhla Nene a little 
over a week ago on 9 October. Secondly, and more importantly, Mboweni has very little fiscal space 
in which to maneuver, with a budget deficit that remains much too wide to cap the upward growth 
of public indebtedness. Solving South Africa’s fiscal imbalances requires some bold and politically 
challenging decisions regarding SOCs and public sector compensation that are simply unpalatable 
for the government, especially so close to general elections. Thus, in general, we expect this MTBPS 
to simply hold the fiscal fort, with no big negative shocks nor a few upside surprises either, leaving 
the fiscal trajectories of the 2018 Budget largely intact. It is unclear how the market will react to 
this. This analysis aims to present some of the things investors should pay attention to. 

Macroeconomic backdrop is less supportive

The MTBPS will clearly present a deteriorated macroeconomic backdrop compared to what was 
envisaged at the time of the 2018 Budget. In particular, investors should expect the National 
Treasury to lower its growth forecast materially, repeating a pattern of growth disappointments 
that has persisted since the global financial crisis. However, this time around, inflation is also lower 
than expected, which creates particular problems for a budget where revenues are broadly 
correlated with nominal GDP growth but expenditures are fixed in nominal rand terms. At the time 
of the 2018 Budget in February, the National Treasury forecast real GDP growth of 1.5% for FY 
2018/19 and CPI inflation of 5.5%, a touch higher than the 5.3% GDP inflation implied by its forecast 
of nominal GDP growth of 6.9%. Big revisions can be expected. In our latest model run for the 
Quarterly Perspectives Q4 18: Growth falters as elections loom, 4 October, Absa now forecasts just 
0.4% real GDP growth for FY 2018/19 and CPI inflation of just 4.9% over this period. Given a series 
of downside inflation surprises recently, we expect GDP inflation of 5.5%, which would deliver 
nominal GDP growth of 5.9%. In addition, with the big Q2 18 1.3% q/q saar decline in household 
consumption expenditure – and the sharp subsequent rise in petrol prices that has sapped 
household purchasing power, it will be interesting to see whether the Treasury materially lowers 
its forecast of 1.7% real household consumption expenditure growth in 2018 and 1.9% in 2019. 

Tax collections have held up surprisingly well thus far in FY2018/19

The 2018 Budget aimed to raise an additional ZAR36bn in tax receipts (0.7% of GDP) above baseline 
via a 1pp VAT hike, adjustments to a range of other indirect taxes and fiscal drag (i.e. adjustments 
to personal income tax brackets, which only partially offset the effect of inflation). Notably, even 
though real GDP growth is likely to be only about a third of what the National Treasury anticipated 
at the time of the Budget, tax revenue collections so far appear to be holding up surprisingly well. 
The main budget data in the first five months of this fiscal year (i.e. April to August) show that tax 
receipts were up 11.2% y/y. This run rate is ahead of the budgeted full-year growth of 10.6% (see 
Figure 2). Across the largest contributors to total tax revenues, personal income taxes, which 

When newly appointed Finance Minister Tito 
Mboweni delivers the MTBPS on 24 October…

… we see do not expect any big upside 
or downside surprises

Treasury will likely lower growth 
forecasts sharply

Tax collections so far are running ahead 
of the budgeted growth rate
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accounted for 38% of total tax receipts in FY 2017/18, were running exactly in line with the National 
Treasury target at 9.8% y/y. This is perhaps surprising, given muted job growth and a slowdown in 
the growth of nominal employee compensation to just 3.7% y/y in Q2 18 as revealed by the latest 
Quarterly Employment Statistics. VAT collections were running at 19.5% y/y in the first five months 
of the fiscal year versus the National Treasury’s full-year target of 16.8%, despite the sharp 
contraction in household consumption expenditure in Q2 18. (However, investors should 
remember that this strong growth of VAT receipts is actually net of refunds, which grew only very 
marginally in the first five months of the year by 2.4% y/y, possibly indicating some lethargy by 
SARS when it comes to processing refunds, and possibly raising the risks of accelerated pace of VAT 
refunds later in the fiscal year. Even so, gross VAT collections grew 12.4%y/y.) The only notable 
exception to robust collection is corporate income tax (CIT) receipts, which have underperformed 
significantly, with growth of 2.8% y/y in the first five months of the fiscal year, well below the 
National Treasury’s targeted growth rate of 6.3% y/y. This might owe something to slow progress 
at SARS in rebuilding its capacity to engage with large multinational corporates; however, a slew 
of negative earnings reports from South Africa’s corporates recently suggest that profitability is 
under pressure. It is therefore difficult to see how corporate income tax receipts are going to 
rebound meaningfully over the remainder of the fiscal year. 

Figure 1: The fiscal performance YTD has looked relatively strong…

Source: National Treasury, Absa Research

Figure 2:…in part due to surprising strength in tax revenue collections

Source: National Treasury, Absa Research

Earlier this year, before he resigned and was replaced by Tito Mboweni, Finance Minister Nene 
warned that slow growth might cause tax collections to undershoot their target. It will be 
interesting to see to what extent the MTBPS reflects Nene’s view. Forecasting tax receipts for the 
remainder of the fiscal year is of course difficult, especially given that there is still a full seven 
months of data for FY 2018/19 still to be published. However, it is worth noting that the National 
Treasury’s provisional financing data for September appear to show a fiscal surplus of just shy of 
ZAR15bn (see Figure 1), though until the detailed main budget revenue and expenditure data are 
released later this month (after the MTBPS), it is hard to know if this is because of strong tax 
collections, slumping expenditure, or perhaps just a quirk in the timing of payment flows at the end 
of the month. Ignoring the potentially good September print and simplistically extending the YTD 
running growth rate for all taxes collected relative to the outcomes in FY 2017/18, then total gross 
tax revenues would exceed the National Treasury’s target by just over ZAR8bn (see Figure 3). 

Assuming tax revenues continue to grow at 
the pace of the first five months of the fiscal 
year would lead to a revenue overshoot of 
about ZAR8bn 
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Figure 3: The current run rate on tax collections suggests a revenue overshoot

FY17/18 FY18/19

% of total 
tax 

revenue 
FY17/18

Annual 
growth, %

Difference 
from 

Budget 
target, 
ZARbn

Budgeted 
growth, % 

y/y
YTD avg. 

growth, %

Projected 
shortfall 

on YTD run 
rate, 

ZARbn
Personal income tax 37.9 8.5 -21.3 9.8 9.8 0.3

Corporate income tax 17.9 6.4 -1.2 6.3 2.8 -7.7

Value added tax 24.5 3.1 -14.8 16.8 19.5 8.1

General fuel levy 5.8 13.0 0.0 9.2 10.0 0.5

Taxes on int. trade 4.1 8.3 -3.7 8.3 14.2 2.9

Dividend withholding tax 2.3 -9.7 -6.5 11.1 13.2 0.6

Gross tax revenue 100.0 6.3 -49.0 10.6 11.2 8.2

Source: Absa Research, National Treasury

However, given that economic growth and inflation for the year as a whole are both likely to be a 
lot weaker than the National Treasury anticipated at the start of the year, we think that some 
slowdown in the pace of revenue collections is likely. Our forecast of nominal GDP for FY 2018/19 
is now 5.9%, and if we assume that tax buoyancy (defined as the percentage change in nominal 
gross tax collections divided by the percentage change in nominal GDP) is 1.51 (what the National 
Treasury assumed at the start of the year), then tax collections might undershoot the budget target 
by nearly ZAR21bn. Unsurprisingly, the degree of revenue undershooting or overshooting relative 
to the target is highly sensitive, not only to the projection of nominal GDP growth, but also to the 
tax buoyancy assumption. Perhaps, South Africa’s strong tax collections so far this year (running 
above budget despite below-budget growth and inflation) point to an upside surprise in tax 
buoyancy, possibly because institutional rehabilitation at SARS in the wake of Tom Moyane’s 
suspension is yielding early results. For example, if tax buoyancy were to come in at 1.7 in FY 
2018/19, then the under collection would only be a third as large - about ZAR6.5bn - given our 
forecast of nominal GDP. And a revenue overshoot would still be possible if our forecast for nominal 
GDP growth proves too pessimistic and tax buoyancy holds up. Investors should watch carefully 
the Treasury’s projections for these two key variables.    

Figure 4: The Treasury’s nominal GDP and tax buoyancy assumptions are key for revenue target

Nominal GDP growth scenarios

5.9 6.5 7.0

1.5 -20.9 -9.9 -0.8

1.6 -13.7 -2.0 7.7
Tax buoyancy 

scenarios
1.7 -6.5 5.9 16.2

Source: National Treasury, Absa Research

A key focus should be on the sanctity of the expenditure ceilings

Meanwhile, the main budget data so far this year suggest the expenditure growth is well contained, 
with a 6.8% y/y increase in April-August versus a full-year targeted growth rate of 7.7% y/y. Earlier 
in the fiscal year, expenditure outlays to higher education seemed to be lagging behind 
significantly, possibly due to delays in student aid disbursements. However, these appear to have 
caught up in the latest monthly data. Notably, expenditure disbursements by the Department of 
Transport appear to be lagging as of August, compared to last year’s run rate. Thus, this category 
of spending could pick up in the second half of the year. Alternatively, perhaps the slower pace of 
spending reflects a decision to slow the pace of spending on roads generally, especially since the 
government is having to fund SANRAL. Critical for market confidence in the Treasury’s fiscal 
promises is to see whether the expenditure ceilings are maintained in the MTBPS, especially since 
the contingency reserve in the 2018 Budget for the current year and again for FY 2019/20 was cut 
to a very modest ZAR8bn. In the 2018 Budget, there were also sharp cuts in spending over the 

So far, expenditures look to be growing 
below their budgeted run rate, but given 
various new spending pressures, markets 
will be alert to any sign in the MTBPS that 
previously announced expenditure ceilings 
are being revised

The degree of revenue overshooting or 
undershooting relative to the target is 
highly sensitive to nominal GDP growth 
and tax buoyancy   

 - Peter Worthington
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medium-term expenditure framework of ZAR85.7bn in total relative to baseline established in the 
previous MTBPS (of which ZAR53bn came from cuts by the national government). However, about 
two thirds of these expenditure reductions (ZAR56.9bn) were redeployed to fund former President 
Zuma’s promise of free university education for poor and working class students, such that the 
overall expenditure ceilings were only trimmed by ZAR27bn over the three-year planning horizon, 
with ZAR8.6bn in the current financial year and ZAR 18.8bn in FY 2019/20. While the stimulus 
package unveiled by President Ramaphosa on 21 September clearly promised a reprioritisation of 
existing spending rather than a lift in overall spending, the market will look carefully at the detail 
to see that the Treasury does not renege on its previous promises to leave the expenditure ceilings 
sacrosanct. It should be noted here, however, that the expenditure ceilings are not the same as 
total non-interest expenditure. Skills Development Levy is excluded, as are debt management 
transactions and transactions in the Gold and Foreign Exchange Contingency Reserve Account 
(GFECRA). Notably, in 2015/16, the government changed the definition of the expenditure ceiling 
so that the ZAR23bn equity injection into Eskom as well as the ZAR2bn capital contribution to the 
New Development Bank were also excluded as they were financed from the deficit neutral sale of 
Vodacom shares. To the extent that the MTBPS offers any hints about bailouts for other SOCs, such 
as SAA, the National Treasury will likely strive to make such payments appear deficit-neutral and 
exclude them from the expenditure ceiling. 

Figure 5: Expenditure ceilings should be watched closely

ZAR bn 2018/19 2019/20 2020/21 MTEF

Noninterest expenditure 1333.5 1438.7 1544.1 4313.6

Less: Skills development levy -16.9 -18.3 -19.8 -45.0

2017 Expenditure ceiling* 1323.6 1435.4 1523.5 4282.5

Reductions in baseline from MTBPS -26.4 -28.8 -30.5 -85.7

New spending allocations in 2018 Budget 14.0 23.2 30.2 67.3

Higher education 12.4 20.3 24.3 56.9

National Health Insurance 0.7 1.4 2.1 4.2

Increased social grants to offset VAT hike 0.3 0.2 2.1 2.6

2019 elections and 2021 Census 0.2 1.1 1.6 2.9

Other 0.4 0.1 0.1 0.5

Changes to contingency reserves and provisional 
allocations

-2.1 -13.1 0.5 -14.8

2018 provisional allocation for drought 6.0 - - -

2018 Expenditure ceiling 1315.0 1416.6 1523.8 4255.4

Changes from 2017 Budget -8.6 -18.8 0.3 -27.1

*Noninterest spending financed from the National Revenue Fund, excluding the Skills Development Levy, and 
debt management transactions and the GFECRA  Source: National Treasury, Absa Research

MTBPS projections about the employee compensation line are also key

It will also be interesting to see what the National Treasury pencils in for the employee 
compensation line, given the recent back and forth about whether or not the government aims to 
shrink the public sector payroll. As we have argued before, South Africa has a problem with its 
public sector wage bill, which chews up 14% of GDP for the three tiers of the government (12% if 
only national and provincial governments and their entities are included).  However, very recently, 
the government said, as part of its commitments for the Jobs Summit, that it would avoid public 
sector retrenchments. The public sector wage deal struck in June breached the 2018 Budget 
targets, albeit not greatly. The total breach over the three-year MTEF amounted to about ZAR30bn, 
but it nonetheless still implies a greater share of the fixed expenditure ceilings being devoted to 
public sector compensation, assuming no change in headcount. The government could square the 
circle on this by lowering the number of public sector workers but seems to have hobbled itself in 
this regard by promising at the recent Jobs Summit that there would be no forced retrenchments. 
However, this would still leave room for the government to massage its workforce slowly lower 
through a hiring freeze in the face of natural attrition. Additionally, it has mooted a programme of 

Public sector compensation bill is a key 
obstacle to fiscal consolidation, but the 
MTBPS is not likely to be able to provide 
much reassurance on this front 
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voluntary employee-initiated retrenchment and early retirement, which could prove a useful 
mechanism, although we note that such programmes tend to have an upfront cost. As the public 
sector wage bill is such a major stumbling block to fiscal consolidation, investors and rating 
agencies will be watching the MTBPS to see if the National Treasury has any interesting messages 
on this front. Having said that, we do not expect any bold announcements. Although the 2017 
MTBPS had an annexure detailing various worrying compensation data metrics and trends, any 
programme to overhaul the public sector is likely only after the general elections next year, and 
only if President Ramaphosa is able to secure a strong mandate for reform from the electorate. 

Figure 6: Public sector wage deal projected to cost ZAR30bn more than budgeted over MTEF

2018/19 2019/20 2020/21 MTEF

Wage settlement, % as noted

CPI assumption 5.5 5.3 5.5 -

Increase for levels: 1-7 7.0 CPI + 1% CPI + 1% -

Increase for levels: 8-10 6.5 CPI + 0.5% CPI + 0.5% -

Increase for levels: 11-12 6.0 CPI CPI -

Costs of wage deal, ZARbn

2018 Budget targets for compensation of civil 
servant, levels 1-12

486.7 523.4 564.6 1574.7

Increase from previous year 32.6 36.8 41.2 110.6

Cumulative increase 32.6 69.4 110.6 202.5

Wage agreement cost 39.6 79.6 123.5 242.7

Cost of living adjustment 38.8 77.2 119.7 235.7

Equalisation of progression 0.4 1.3 2.6 4.4

Extension of housing allowance 0.4 1.1 1.2 2.7

Extra cost vs original 2018 Budget target 7.0 10.3 12.9 30.2

2018 Budget for employee compensation 587.1 630.5 677.3 1307.8

Possible new compensation ceilings 594.1 640.8 690.2 1338.0

Source: National Treasury, Absa Research

MTBPS likely to provide welcome detail on government’s stimulus plan

One of the key planks of the stimulus plan announced by President Ramaphosa on 21 September  
was a ZAR50bn reprioritisation of public spending away from underperforming government 
departments towards a variety of spending programmes that would be “high impact”, such as 
more spending on health and education, support for black  commercial farmers and programmes 
to boost township and rural economies (for example, through the establishment of a township and 
rural entrepreneurship fund and the revitalisation of state industrial parks). Another key plank of 
the stimulus plan was the establishment within the Presidency of a ZAR400bn infrastructure fund, 
which would bring together the government, DFIs and financial institutions to ramp up spending 
on water, transport, energy, telecoms and social infrastructure. When he announced the plan, 
Ramaphosa said that more details would be provided in the MTBPS. Finance Minister Nene later 
remarked casually that roughly half of the ZAR50bn would come from the budget, with the other 
half coming from ‘internal DFIs’, by which he presumably meant institutions like the Industrial 
Development Corporation, the Land Bank and the Development Bank of Southern Africa. It now 
falls to Mboweni to unveil the details, although some of them may only be revealed at the 
government’s Investment Summit, which commences the day after. As we wrote in Stimulus 
package positive, more clarity needed on funding on 21 September, it is hard to tell if the measures 
outlined by Ramaphosa will ‘stimulate’ sufficiently to materially lift South Africa’s near-term 
growth prospects. It seems doubtful, though ultimately, the answer will partly depend on how the 
business environment responds to these initiatives once it sees more of the detail in the upcoming 
MTBPS. In general, we think businesses will probably want to see concrete action before ramping 
up capex, given that South Africa’s microeconomic and structural reform efforts have often proved 
long on talk, but critically short on action, and the announced Infrastructure Fund will take time to 
get going. Moreover, some of the proposed microeconomic reforms announced in the programme 

Some new spending allocations will be 
announced as part of President 
Ramaphosa’s stimulus plan, funded by 
cuts elsewhere within existing 
expenditure envelopes
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will take time to implement, even with the strongest political will and bureaucratic capacity. For 
example, on 12 October, Business Day reported that the communications regulator ICASA would 
only sell batches of broadband spectrum for 4G services by April 2019, and the ultimate growth 
boost will only materialize in full well afterwards, once telecommunications and IT firms have 
completed their investments. Overall, with regard to the stimulus programme, it remains to be 
seen if the MTBPS can deliver a sense of action, rather than talk. 

Stance on state-owned companies’ bailout requests is critical 

This year, the MTBPS is likely to again include an annexure with a fiscal risk statement. The 2017 
fiscal risk statement contained some very interesting and pertinent analyses of the government’s 
contingent fiscal risks, stemming largely from Treasury guarantees on the borrowings of various 
financially challenged SOCs such as Eskom, SAA, the South African National Roads Agency Limited 
(SANRAL) and Denel, the arms manufacturer. Positively, Public Enterprises Minister Pravin 
Gordhan recently said that Eskom would not need any further government support this fiscal year, 
but the question for next year would seem highly dependent on how the National Energy Regulator 
of South Africa (NERSA) rules on Eskom’s application for a 15% standard tariff hike. The National 
Treasury has no influence over NERSA’s decision. Unfortunately, other SOCs have already asked 
for more money or seem on the verge of doing so. For example, earlier this year, SAA said that it 
required an additional ZAR21.7bn in funding over the next three years (including a ZAR12.1bn 
additional government bailout) to implement a turnaround plan that would deliver it into 
profitability only by 2020/21. Gordhan in September said that the finances of SAA and Denel were 
in such chaos that they were unable to submit their annual reports within a six-month deadline 
after year-end. And SANRAL has critical difficulties too, with less than 30% of commuters paying 
their Gauteng Freeway Improvement Project tolls. Consequently, SANRAL is funding itself by 
drawing on the non-toll portfolio. In general, we do not think it is possible for the government to 
present a firm solution to the various SOCs’ financial challenges. However, there is an outside 
possibility that if the government really wants to deliver a positive confidence-boosting surprise in 
the MTBPS, it would put SAA into formal business rescue. This would entail it assuming the 
ZAR12bn in its guaranteed debt, but it would be a positive message that the government is no 
longer willing in this case to throw good money after bad. 

Figure 7: Government guarantees are a big source of fiscal risk but MTBPS will not present a comprehensive solution.

Government guarantee 2017/2018*
Total borrowings 

(ZARbn)
Profit 

(ZARbn)
Profit 

(ZARbn)
Entity Guarantee (ZARbn) Exposure (ZARbn) Year end FY18 FY17 FY18
Denel SOC Limited 2.4 2.3 31-Mar-17 N/A 0.3 N/A

Development Bank of Southern Africa 12.3 4.2 31-Mar-18 53.5 2.8 2.3

Eskom SOC Holdings Limited 350.0 220.8 31-Mar-18 388.7 0.9 -2.3

Land and Agricultural Bank of South Africa 9.6 6.6 31-Mar-18 41.6 0.4 0.3

South African National Roads Agency Limited 38.9 30.1 31-Mar-18 50.1 -5.0 -0.3

Trans-Caledon Tunnel Authority 25.7 18.7 31-Mar-18 27.1 2.3 2.1

Transnet SOC Limited 3.5 3.8 31-Mar-18 122.6 2.8 4.9

South African Airways 19.1 11.8 31-Mar-17 N/A -5.4 N/A

South African Post Office 0.4 0.4 31-Mar-18 0.4 -1.0 -1.0

South African Express 0.8 0.8 N/A N/A N/A N/A

* As at 2018 Budget   Source: Companies listed above, National Treasury, Absa Research

South Africa’s financially troubled SOCs 
remain a major source of fiscal risk. We 
doubt, however, that the MTBPS will 
present a comprehensive solution for the 
various and diverse SOC challenges
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and do not represent current market levels, prices or spreads, some or all of which may have changed since the publication of this document. The 
Absa Research Department within Absa Bank Limited operates independently Eligible clients may receive research reports from Absa, its affiliates 
or third party service providers approved by Absa. 

 - Peter Worthington
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Disclaimer:
This publication has been produced and distributed by Absa Bank Limited (Registration No.: 1986/004794/06.) acting through its Corporate and 
Investment Bank division, a member of Absa Group Limited (“Absa”). Absa is an authorised financial services provider, a registered credit provider 
Reg No NCRCP7. Absa is regulated by the South African Reserve Bank.  Absa distributes this material in South Africa. This publication is not, nor is it 
intended to be, advice as defined and/or contemplated in the (South African) Financial Advisory and Intermediary Services Act, 37 of 2002, or any 
other financial, investment, trading, tax, legal, accounting, retirement, actuarial or other professional advice or service whatsoever. 

Where this publication states on the front page that it is intended for institutional investors, distribution to retail investors is strictly prohibited. Any 
other persons who receive this communication should not rely on or act upon it.  Absa accepts no liability for use of the contents of this report by 
unauthorized recipients. 

The information contained in this publication has been obtained from sources that Absa believes to be reliable, however, Absa does not represent 
or warrant that it is accurate or complete. Prices shown are indicative and Absa is not offering to buy or sell or soliciting offers to buy or sell any 
financial instrument. Absa is not responsible for, and makes no warranties as to the information or opinions contained in any written, electronic, 
audio or video presentations of third parties that are accessible via a direct hyperlink in this publication or via a hyperlink to a third-party web site 
(‘Third-Party Content’). Any such Third-Party Content has not been adopted or endorsed by Absa, does not represent the views or opinions of Absa, 
and is not incorporated by reference into this publication. Third-Party Content is provided for information purposes only and Absa has not 
independently verified its accuracy or completeness.

The views in this publication are those of the author(s) and are subject to change, and Absa has no obligation to update its opinions or the 
information in this publication. If this publication contains recommendations, those recommendations reflect solely and exclusively those of the 
authoring analyst(s), and such opinions were prepared independently of any other interests, including those of Absa and/or its affiliates. This 
publication does not constitute personal investment advice nor does take into account the individual financial circumstances or objectives of the 
clients who receive it. The securities discussed herein may not be suitable for all investors. Investors must independently evaluate each issuer, 
security or instrument discussed herein and consult any independent advisors they deem necessary. Any South African person or entity wishing to 
effect a transaction in any security discussed herein should do so only by contacting a representative of Absa Bank Limited acting through its 
Corporate and Investment Bank division in South Africa,15 Alice Lane, Sandton, 2196. Person or entities which are domiciled outside of South Africa 
wishing to effect a transaction in any security discussed herein must ensure that such transaction complies with the local regulations of its home 
jurisdiction. The value of and income from any investment may fluctuate from day to day as a result of changes in relevant economic markets 
(including changes in market liquidity). The information herein is not intended to predict actual results, which may differ substantially from those 
reflected. Past performance is not necessarily indicative of future results. 

Absa or its employees may, from time to time, maintain a long or short position in securities referred to in this publication or in related futures or 
options; purchase or sell, make a market in, or engage in any other transactions involving such securities or issuers, earn brokerage or other 
compensation in respect of the foregoing; and provide investment banking, credit or other services to any party referred to in this publication. Absa 
may have acted as manager or co-manager of a public offering of securities discussed in this publication in the past three years.

We disclaim any liability for any direct, indirect or consequential damage or losses that you may suffer from using or relying on the information on 
contained in this publication even if notified of the possibility of such damage or loss and irrespective of whether or not you have obtained 
independent advice.  

Absa Research reports are distributed in the U.S. by Enclave Capital LLC, a U.S. registered broker dealer, on behalf of Absa, only to major U.S. institutional 
investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any 
transaction effected by a U.S. customer in the securities described in this report must be effected through Enclave Capital LLC (19 West 44th Street, suite 
1700, New York, NY 10036, 646-454-8600). All orders emanating from persons in the U.S should be effected through, Enclave, Absa’s U.S. registered broker-
dealer.

© Copyright Absa Bank Limited (2017). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the 
prior written permission of Absa. Additional information regarding this publication will be furnished upon request.

 - Peter Worthington


