
May 2018

Repairing SA’s Finances
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Debt has grown dramatically over the last decade
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How did we get here?
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Public sector spending is high and sticky
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Higher debt means higher interest payments
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MTBS was a wake up call (no stabilisation)
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ESKOM is the biggest off balance sheet risk

• Many SOE’s will be needing funding from 
treasury as reforms will take time

• Cut in forecasts for guarantees on SOE is 
very optimistic. These guarantees will 
have to be extended, and even increased

• Eg SAA where guarantees reduced, but 
due to recapitalisation



8

Foreigners have funded this rise in government debt
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Tax rates will continue to move higher
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“Things are never as good or as bad as they seem”

• VAT hike signals willingness to reduce deficit and make tough choices. Another 1% next 
year is possible if the money is needed and economy manages.

• R85bn in spending cuts, but R57bn to free higher education, so almost neutral
• Lip service to SOE funding and no consideration as to how the bailouts will happen
• South Africa’s social structure will continue put pressure on the fiscus. Health, Education, 

Land Reform, Social Transfers etc.
• South Africa needs a “Ramaphoria” growth recovery, otherwise fiscal deterioration will 

continue, albeit in a slower manner than under Zuma



Thank you
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Disclaimer

Nedgroup Collective Investments (RF) Proprietary Limited administers the Nedgroup Investments unit trust portfolios and is authorised to do so as a manager in terms of the Collective
Investment Schemes Control Act. Collective Investment Schemes (unit trusts) are generally medium to long-term investments. The value of participatory interests (units) or the
investment may go down as well as up and past performance is not necessarily a guide to future performance. Nedgroup Investments does not guarantee the performance of your
investment and the investor will carry the investment and market risk, which includes the possibility of losing capital. Collective Investment Schemes are traded at ruling prices and can
engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions is available on request from Nedgroup Investments. Certain Nedgroup
Investments unit trust portfolios apply a performance fee. For the Nedgroup Investments Flexible Income Fund and Nedgroup Investments Stable Fund, it is calculated daily as a
percentage (the sharing rate) of total positive performance, with the high watermark principle applying. For the Nedgroup Investments Bravata World Wide Flexible Fund it is calculated
monthly as a percentage (the sharing rate) of outperformance relative to the fund’s benchmark, with the high watermark principle applying. All performance fees are capped per
portfolio over a rolling 12-month period. Certain Nedgroup Investments unit trust portfolios include international assets, whereby a change in the exchange rates may cause the value
of those investments to rise and fall. The Nedgroup Investments money market portfolios aims to maintain a constant price (e.g. R1.00) per unit. A money market portfolio is not a bank
deposit. The total return to the investor is made up of interest received and any gain or loss made on any particular instrument and that in most cases the return will merely have the
effect of increasing or decreasing the daily yield, but in an extreme case it can have the effect of reducing the capital value of the portfolio. The yield is calculated using an annualised
seven day rolling average as at the relevant dates provided for in the fund fact sheet. Excessive withdrawals from the portfolio may place the portfolio under liquidity pressures and that
in such circumstances a process of ring-fencing of withdrawal instructions and managed pay-outs over time may be followed. A fund of funds is a portfolio that invests in portfolios of
collective investment schemes, which levy their own charges, which could result in a higher fee structure for the fund of funds. A feeder fund is a portfolio that invests in a single
portfolio of a collective investment scheme, which levy its own charges, which could result in a higher fee structure for the feeder fund.

Please note that Nedgroup Collective Investments (RF) Proprietary Limited is not authorised to and does not provide financial advice. This presentation is of a general nature and
intended for information purposes only. It is not intended to address the circumstances of any investor and cannot be relied on as legal, tax or financial advice, either express or
implied. Whilst we have taken all reasonable steps to ensure that the information in this document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no
responsibility or liability for any inaccuracies, errors or omissions relating to the information and topics covered in this presentation. Nedgroup Collective Investments (RF) Proprietary
Limited is a member of the Association for Savings & Investment SA (ASISA).
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