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Global economic developments have been very unpredictable, underpinned by 
considerable downside and upside risks, including the persistent COVID-19 pandemic 
which is in the third wave. Income inequality across and within countries is growing and 
uncertainty abounds, leading to high levels of despondency. Fiscal and monetary policy 
in advanced economies have entered uncharted territory with dire implications for 
exchange rates, inflation, debt levels, and economic growth. These dynamics do not 
augur well for developing countries including South Africa which is also struggling to 
contain government spending, deficits and debts relative to GDP.   
 
Additional prevailing risks include risk 
from the emergence of the Omicron 
variant of the COVID-19 pandemic, 
possible devastating pandemic effects 
on mainly developing countries with low 
vaccination rates, supply chain 
bottlenecks, poor supplier delivery 
timelines, excess capacity at ports, 
volatile commodity prices, and food 
insecurity. To achieve a stable economic 
environment and growth, policy makers 
must maintain progress in vaccination to 
open-up all economies, address 
vaccines deployment bottlenecks, 
pursue e-government initiatives to 
facilitate access to public services for 
their citizenry and businesses, ensure 
continuous and cheap electricity supply, 
boost productivity and facilitate cross-
border trade and investment.  
  
The existing plethora of risks are 
expected to dampen global economic 
activity in the near term, also reversing 
the gains made in 2021. The prognosis  
 
 
 

 
is for global economic activity to 
decelerate in 2022 amid the ongoing  
pandemic and reduced government 
policy support. Output in most emerging 
markets and developing economies 
(EMDEs) is expected to also trend lower 
than that of advanced economies where 
the gap is expected to close and remain 
significantly below the pre-pandemic 
levels in the medium term. Output in 
Sub-Saharan Africa (SSA) is expected 
to improve in the short-term but remain 
below long-term average rate in most 
cases, as countries continue to struggle 
with the ability to widely administer 
vaccines, with negative implications on 
recovery. However, despite the positive 
signals from SSA, concerns remain on 
the low levels of per capita income 
growth in 2022-23, which will be 
insufficient in many SSA countries to 
reverse the severe setbacks caused by 
the pandemic over the last two years.  
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The latest prognosis from the World 
Bank’s GEP (January 2022) is for the 
global economy to grow at 4.1% in 2022 
(a slowdown from the estimated 
impressive rebound of 5.5% in 2021), 
and at a slower rate of 3.2% in 2023. 
The relatively subdued global 
performance in 2022 will be 
underpinned by lower expansions in 
economic activity from the United States 
(3.7%), Euro Area (4.2%), and China 
(5.1%). Encouragingly, countries like 
Japan (2.9%), and India (8.7%) will 
provide some uptick in growth, when 
compared to 2021.  
 
Sub-Saharan Africa - including South 
Africa - will continue to grow from an 

estimated improvement of 3.5% in 2021 
and is projected to grow at 3.6% in 2022 
(3.8% in 2023). The performance will be 
supported by amplified growth 
expectations from Benin (6.5%), Cote 
D’Ivoire (6.5%), The Gambia (6.0 %), 
Guinea (6.1 %), Mauritius (6.6 %), Niger 
(6.2%), Rwanda (7.1%), Seychelles 
(7.7%), and Sierra Leone (6.0%). South 
Africa’s growth expectation is lower in 
2022 (2.1%) when compared to the 
estimated impressive rebound in 2021 
(4.6%). Conversely, growth expectations 
for KZN are marginally upwards, 
increasing by zero comma one 
percentage point to 16.4% in 2022 and 
2023, from 16.3% in 2021 as illustrated 
below. 

 
Source: World Bank (January 2022) and TIKZN (January 2022).  

 
Although 2021 was generally 
characterized by base effects, key 
trends emerged. According to the United 
Nation’s WESP (January 2022), global 
recovery in output in 2021 was largely 
driven by robust consumer spending  

 
and some uptake in investment. Trade 
in goods bounced back, surpassing the 
pre-pandemic level. But growth 
momentum slowed considerably by the 
end of 2021 including in big economies 
like China, the EU and the USA, as the 
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Global growth 2,6 -3,4 5,5 4,1 3,2

 Advanced  economies 1,7 -4,6 5,0 3,8 2,3

EMDEs 3,8 -1,7 6,3 4,6 4,4

Sub-Sahara Africa 2,5 -2,2 3,5 3,6 3,8

South Africa 0,1 -6,4 4,6 2,1 1,5
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effects of fiscal and monetary stimuli 
dissipated, and major supply-chain 
disruptions emerged. The World Bank 
expatiated on the transmission effects of 
these dynamics on world trade volume 
(goods/nonfactor services), and 
specifically on imports by advanced 
open economies, which are key South 
African and KwaZulu-Natal (KZN) 
trading partners. The expectation is for a 
lower growth rate of 5.5% in 2022, from 
a higher 9.5% in 2021. The volatility in 
non-energy commodity price index will 
continue, with the index moving from 
31.9 index points in 2021 to -2.0 index 
points in 2022.  
 
Summarily, prevailing risks to these 
projections range from the persistence 
pandemic, the effectiveness of vaccines 
in containing emerging new COVID-19 
strains and the slow progress in 
administering widescale vaccination in 
SSA. Also, the dearth in financial 
support to limit persistent economic 
damage from the pandemic, the 
continuous surge in energy prices 
(natural gas and coal prices) from the 
second half of 2021 and the uptick in 
most base metal prices due to increased 
demand, are factors that are key in 
influencing international trade and 
investment dynamics in 2022. 
 

Domestic real economic activity 
weakened in quarter three of 2021 
following four successive quarters of 
expansion. The general slowdown in 
real gross domestic product (GDP) was 
mainly attributed to the civil unrest and 
the cyber attack on Transnet in July 
2021 which restricted exports and trade 
in general, also compounding an already 
difficult economic environment 
characterised by rising materials and 
inputs costs, fuel and electricity price 

escalations, supply chain disruption, 
capacity underutilization and cashflow 
challenges due to the pandemic. Real 
GDP contracted by 1.5% in quarter 
three, after increasing by a revised 1.1% 
in quarter two. On an annualized basis, 
economic activity dipped by 5.8% in 
quarter three after increasing by 4.3% in 
quarter two.  
 
Provincial economic activity also 
decelerated in quarter three of 2021 - 
largely driven by the persistent COVID-
19 pandemic and the July civil unrest - 
when compared to the previous quarter. 
KwaZulu-Natal’s headline annualised 
quarter-on-quarter seasonally adjusted 
real GDP disconcertingly dipped in the 
third quarter of 2021, throwing a 
spanner in the works of the provincial 
government’s attempts to implement the 
provincial Economic Reconstruction and 
Transformation Plan. The province 
recorded a negative estimated growth 
rate of -8.0% q-o-q, a deterioration in 
economic activity notwithstanding the 
significant increase in GDP rand value 
following the recent rebasing of GDP 
calculations from 2010 to 2015. The 
performance in quarter three of 2021, 
was lower than the 3.7% q-o-q growth 
recorded in quarter two of 2021.  
 
Continuous improvement in economic 
activity in the province is needed to 
offset the devastating impact of the July 
civil unrest and the pandemic induced 
economic crisis. Growth and 
competitiveness are necessary to build 
on the comparative advantages of the 
province, also aligning with its 2030 
vision to be a prosperous province with  
a healthy, secure and skilled population, 
living with dignity and harmony, and 
acting as a gateway to Africa and the 
world. The slowdown in quarter three 
2021 economic activity and spill-over 
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effects from the July civil unrest, 
impacted negatively on key industrial 
sectors including transport and logistics, 
tourism, manufacturing and retail, 
wholesale and trade, as well as existing 
structural impediments heightened by 
the COVID-19 pandemic.  
 
The latest prognosis is for the South 
African economy to grow by 2.1% in 
2022 (a slowdown from the estimated 
rebound of 4.6% in 2021), and at a 
slower rate of 1.5 % in 2023. The 
forecast for the KZN economy is for it to 
marginally grow at 16.4% in 2022 from a 

lower 16.3% in 2021, and to maintain 
consistent growth of 16.4% in 2023.  
 
Encouragingly, the COVID-19 fourth 
wave did not seriously impact mobility 
over the festive period, and this bodes 
well for a broad-based rebound in real 
GDP during quarter four of 2021, from 
the notable contraction in quarter three 
2021. While country-wide daily new 
pandemic cases remain elevated, they 
are well off the peak reached in mid-
December as per the South African 
health department’s monitor. 

 
 

 
Real gross value added (GVA) by the 
primary sector contracted significantly 
by 5.6% in quarter three of 2021 
following contractions in real output and 
a corresponding rise in raw material 
costs in both the agricultural and mining 
sectors. The poor performance of the 
agricultural sector was underpinned by a 
dip in the production of field crops and 
animal products, with the civil unrest 
also restricting activity in this sector. 
Mining’s output declined across the 

board, with production decelerating in 
just over 66% of the subsectors, mainly 
due to less inspiring global commodity 
prices and rising domestic input costs 
(SARB, January 2022). 
 
Real GVA by the secondary sector 
dipped rapidly in the third quarter of 
2021 as output contracted further in the 
manufacturing and construction sectors. 
The deceleration in real economic 
activity in the manufacturing sector was 
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mainly caused by the July civil unrest, 
local and international supply chain 
disruptions, dearth of raw materials, 
nondescript domestic demand and 
electricity load shedding. The 
construction sector’s poor performance 
largely resulted from lower non-
residential building and civil construction 
activity. Disconcertingly, the sector’s 
average output for quarters one to three 
of 2021 was less than in that of the 
same period of 2020. Although the Real 
GVA by the electricity, gas and water 
sector grew further in the quarter three 
of 2021, the seasonally adjusted level 
trended below the 2019 average. 
 
Real GVA by the tertiary sector 
contracted in quarter three of 2021, due 
to lower output in the commerce, 
transport, storage and communication 
services sectors. The impact of the July 
civil unrest was mainly responsible for 
the rapid contraction in the output of the 
commerce sector. The unrest also 
affected the output of the transport 
sector, which was also impacted by 
reduced rail and land freight 
transportation activity, poor transport 
support services, the technical 
challenges at Transnet and the July civil 
unrest. However, encouragingly during 
the same period, sectors like the 
finance, insurance, real estate and 
business services all grew, underpinned  

by improved monetary intermediation, 
financial auxiliary services, increased 
banking fee and other income. The 
general government services also 
expanded providing more impetus to 
address socio-economic challenges. 
 
In terms of aggregate new investment at 
the macro level, there was an 
uninspiring performance in real gross 
fixed capital formation in the third 
quarter of 2021. It remained largely 
unchanged due to reduced capital 
outlays by private business enterprises 
and general government, although there 
was an increase in fixed investment by 
public corporations to offset the decline. 
Investment in transport declined the 
most from overall real gross fixed capital 
formation, whereas capital spending on 
machinery and other equipment 
increased (SARB, January 2022).  
 
With regard to South Africa’s trade 
position with the rest of the world, the 
rand value of trade surplus significantly 
narrowed in quarter three of 2021, 
although remaining sizable in a historical 
context. The poor performance was 
largely due to an increase in the price of 
merchandise imports increasing much 
more than that of exports, accompanied 
by a sharp decline in export volumes.

 
 

Employment also experienced a serious 
setback in quarter three 2021 - after the 
initial outbreak of the pandemic - and 
the deceleration was contemporaneous 
to the dip in economic activity. 
According to the South African Reserve 
Bank (SARB), total household-surveyed 
employment decreased significantly, 
with the number of people employed 

formally also decreasing markedly, 
along with broad-based job losses. The 
dire unemployment numbers are partly 
explained by the July civil unrest in 
Gauteng and KwaZulu-Natal, which also 
significantly impeded the number of 
participants in Statistics SA’s Quarterly 
Labour Force Survey (QLFS), resulting 
in a sharp increase in the economically 
inactive population and the number of 
discouraged work seekers. Effectively, 
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there was a decrease in the number of 
both employed and unemployed South 
Africans, leading to a notable decline in 
the total labour force, the labour force 
participation rate and the labour 
absorption rate. The seasonally adjusted 
unemployment rate increased from 
34.1% in the second quarter of 2021 to 
34.5% in the third quarter, while the 
expanded unemployment rate increased 
sharply to 46.6% over the same period. 
 
Internationally imported food price 
escalations in rand terms initially 
remained subdued but rebounded as the 
rand depreciated, from the third quarter 
of 2021. The rate of increase of the 
Food and Agricultural Organisation’s 
Food Price Index in rand terms 
significantly grew from 2.4% in April 
2021 to 27.0% in November, while the 
price index of cereals correspondingly 

accelerated from -1.8% to 23.0% over 
the same period. Despite elevated 
international food price inflation. The 
expectation is for an improved global 
and domestic harvest prospects, which 
will help in containing domestic 
consumer food price inflation in the near 
term. 
 
After receding to a multi-year low in 
February 2021, underlying inflationary 
pressures increased steadily in 
subsequent months but nevertheless 
remained well contained within an 
environment of subdued consumer 
demand. However, the headline 
consumer price index (CPI) is currently 
cause for concern in an environment 
characterized by increasing prices of 
food, electricity, fuel, non-alcoholic 
beverages and low economic growth.  

 

 
Source: Statistics South Africa (Stats SA)  
 
The headline CPI was 5.9% in 
December 2021 (the biggest increase in 
over 60 months), up from 5.5% in 
November 2021, warranting the need for 
a contractionary monetary policy to 
contain inflationary pressure, which is 

delicately edging closer to the upper 
band of the South African reserve 
bank’s 3 - 6% target range. 
 
Conclusion - The preceding global and 
domestic review generally highlights 
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existing risks for the KZN provincial 
economy. Although the current outlook 
for KZN looks marginally better than in 
2021, indications are that 2022 will still 
be difficult for businesses as the pace of 
increase in domestic and global output 
slows down. Trade and business cycles 
are still unpredictable, and the prognosis 
is for a strong yet uneven FDI inflows in 
2022, underpinned by energy transition, 
which will be robust in developed 
economies, but subdued in North Africa, 
South and Central Asia. 


