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Highlights

FINANCE MINISTER TABLES BUDGET 3.0

On 21 May, the Minister of Finance tabled the third iteration of the National Budget, following
the 2%-VAT hike debacle. As such, National Treasury had the difficult task of balancing the books
without the previously proposed VAT hike and an economic backdrop that has deteriorated since
their first attempt in February. Net new expenditure for 2025/2026 has been halved — from
R142bn in March to R74.4bn now. Despite this revision, government expenditure as a ratio to
GDP, at 32.8% this fiscal year, is even higher than indicated in February (at 32.5%), and much
higher compared to the 31.3% pencilled into the October mini budget. To finance this increase,
taxpayers will receive no inflation adjustment to their tax brackets or medical tax credits for the
second year in a row, the fuel levy will now be raised after remaining unchanged for three years,
and above-inflation increases to sin taxes will remain in place.

CPI INFLATION EDGES LOWER IN MARCH

Annual consumer price inflation (CPI) rose marginally to 2.8% in April, from 2.7% in March. Core
inflation, which excludes food and energy, slowed by 0.1 percentage point to 3.0% in April, the
lowest in nearly four years. The headline increase was driven by an acceleration in price increases
of food and non-alcoholic beverages, driven by higher prices in cereal, meat, oils and vegetables.
Conversely, lower fuel prices placed downward pressure on transport costs. On a monthly basis,
headline CPl moderated to 0.3% in April from 0.4% in March.

MPC LOWERS REPO RATE AND SIGNALS 3%-CPI TARGET

On 29 May the Monetary Policy Committee (MPC) of the SA Reserve Bank decided to cut the repo
rate by 25bps to 7.25% (prime to 10.75%). The dovish tilt with all six members voting for a cut
(and one even preferring a 50bps cut) was surprising — but welcome. The governor announced a
lower inflation forecast with risks assessed to be balanced; the Bank also lowered its GDP growth
forecast, with risks also seen as balanced. The most interesting part of the statement (and Q&A)
were the details presented around the 3% inflation target. Modelling by the Bank shows that
even with a 3% target, there was scope for a 25bps rate cut this quarter. The lower inflation
target scenario comes with a ‘cost’ to growth in the short term but improved economic prospects
over the longer term. This scenario analysis is the clearest indication yet that the SARB will be
moving to a 3% target in due course, although there has been no detail on the timeline yet.
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Business environment
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Household consumption
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International trade
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Financial markets

JSE all share index

index
105 000

95 000
85 000
75 000
65 000
55000
45000
35000
25000

15000
2015 2017 2019 2021 2023

Source: DataStream

Economist all commodities index
index
170

160
150
140
130
120
110
100

90

80
2015 2017 2019 2021 2023

Source: Economist

Please refer to the glossary on the BER’s website for
explanations of technical terms.

Click here for more information about the BER’s services.

2025

2025

Yield curve comparisons

%
14

12

10

May-25
- o e o May-24
May-23
1 2 3 4 5 6 7 8 9 10 12 15

Source: DataStream Years to maturity

e International equity prices - S&P 500

6 400
5400
4400
3400
2 400

1400

400
2015 2017 2019 2021 2023 2025

Source: DataStream

BUREAU for
- ECONOMIC
RESEARCH


https://www.ber.ac.za/Glossary/
https://www.ber.ac.za/About-BER/Product-offering/

Money and prices
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Labour
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Government

Public sector borrowing requirement Gross government debt
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CONTACT US

Nicolaas vd Wath
Tel: +27 (21) 808 9779
Email: wnwath@sun.ac.za

Click here for previous editions of this publication.
Please refer to the glossary on the BER website for explanations of technical terms.
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This publication is confidential and only for the use of the intended recipient.
Copyright for this publication is held by Stellenbosch University.
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Although reasonable professional skill, care and diligence are exercised to record and interpret all information correctly, Sellenbosch University, its
division BER and the author(s)/editor do not accept any liability for any direct or indirect loss whatsoever that might result from unintentional inaccurate
data and interpretations provided by the BER as well as any interpretations by third parties. Stellenbosch University furtheraccepts no liability for the
consequences of any decisions or actions taken by any third party on the basis of information provided in this publication. The views, conclusions or
opinions contained in this publication are those of the BER and do not necessarily reflect those of Stellenbosch University.
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