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How to survive this awful budget

By Dawie Roodt, Chief Economist
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World Macro Outlook

- Global Inflation
- Wage pressure
- Commodity Prices
- Monetary Tightening
- Debt
- Short Rates
. QT
- Yield Curve
- Major Threat
- Roaring Markets
- Recession on horizon
- Yield Curve
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SONA

Good Leader; Bad Policies

The Budget Context -+ Labour Policy

« Jobs Summit

- Zuma's Budget - "Create" millions of interships
- Zuma's Budget, Zuma's Minister - More BEE
- Changes after budget - Use competition policy to
open market
- Economic Policy  National Minimum Wage
- Presidential Economic Advisory
Council

- Social Assistance

. Re-llndUSt_“a“SG - Free Higher Education
- Incentives  Process NHI Bill
+ Localise

« Support black industrialists
- Infrastructure drive
- Mining charter engagements
- Land expropriation w/o
compensation

- Corruption
« Commission of inquiry into
State Capture
- Address leadership issues
at NPA

- SOEs
« Review funding models
- Change board appointment process
- Remove board members from procurement
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SA Politics

How to fix this Mess

- Political Allies
- COSATU
- Civil Service Focus
- Becoming lrrelevant
- SACP
- Still far too influential
- "From everyone what he
can afford, to everyone
what he needs", Marx

- Consolidate Power

- New Cabinet

- SOEs

- Local Authorities, Provinces,
National Departments...

- Policy Clarity
- Dire need for a "New
Economic Vision" (NEV)

- From re-distribution, debt &
consumption
to
- Savings, Investment & Wealth
Creation...

The Results



The Results

GDP by Country GDP per capita
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GDP by Country
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Unemployment
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SA Politics

How to fix this Mess

- Political Allies
- COSATU
- Civil Service Focus
- Becoming lrrelevant
- SACP
- Still far too influential
- "From everyone what he
can afford, to everyone
what he needs", Marx

- Consolidate Power

- New Cabinet

- SOEs

- Local Authorities, Provinces,
National Departments...

- Policy Clarity
- Dire need for a "New
Economic Vision" (NEV)

- From re-distribution, debt &
consumption
to
- Savings, Investment & Wealth
Creation...

The Results
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Historic R/USD Undervaluation
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Current Account Deficit

0.5%
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Efficient Group Vvs

- GDP
- 2017, 0.8%
- 2018, 1.6%
- Budget Deficit
- 2018/19, - 4.2%
- CAD
- 2018, - 3.0%
- Debt
- 2018/19, 55.1%

They're finally catching up

Treasury

- GDP

- 2017, 1.0%
- 2018, 1.5%

- Budget Deficit

- 2018/19, - 3.8%

- CAD

- 2018, - 2.2%

- Debt

- 2018/19, 55.8%

NT, EFG



Special Announcements

General

- No changes to FOREX exchange
regulations

- Lower data prices

- Postbank to get banking license

- Regulation for Crypto Currencies
& Fintech

- Minister worried about downgrade
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State Revenue

Taxes, Taxes, Taxes, and some more, Taxes

Revenue by Category

Main Budget {2018/15), Total R 1 321 145

Main Budgel Revenue
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Revenue by Category

Main Budget (2018/19), Total R 1 321 146
- R48 bn

R 506 bn

R 232 bn
R 348 bn

B PIT EMVAT BCIT ®Customs M Fuellevy ' Other BMSACU M Non-TaxR
NT, EFG



Main Budget Revenue

(R'bn)

2018/19 Budget ('18) EFG Difference
PIT R 506 R 505 R1
CIT R232 R231 R1

VAT R 348 R 345 R3
Fuel Levy R78 R78 RO
Customs R 58 R 58 RO

Other R 99 R 95 R4
Total R 1,321 R1,312 R9

NT, EFG



The "VAT"

INcrease

Higher Petrol Prices

Pre-Tax Post-Tax
Petrol Price R 13.90 R 14.42
Basic Fuel R 6.07 R 6.07
Service Cost R 0.35 R 0.35
Storage R 0.19 R 0.19
Distribution R 0.16 R 0.16
Dealer R 187 R 1.87
Zoning R 0.45 R 0.45
Market Price R 9.08 R 9.08
Fuel Levy R 3.15 R 3.37
Customs R 0.04 R 0.04
RAF R 163 R 1.93
Taxes R 482 R 5.34

Tax Increases

Petrol Levies | New Increases | Adj Increase
Fuel Levy R 0.22

Customs R 0.04

RAF R 0.30

Taxes R 0.56 4.0%

The "VAT" Increase

Fuel Levy R'bn
63% 2017/18 R 71 340

2018/19 R 77 509

Increase R 6169

37%
NT, Shell, EFG



63%

Tax Increases

Petrol Levies

New Increases

Adj Increase

Fuel Levy R 0.22
Customs R 0.04
RAF R 0.30
Taxes R 0.56 4.0%

The "VAT" Increase

Fuel Levy R'bn

2017/18 R 71 340
2018/19 R 77 509
Increase R 6169
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Individual Taxes
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Personal Income Tax
(2017/18)

109 783 161 014
0.8% ] 1.1% " 1
. 14.4
1.7 mil
26%
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6.6 mil
Number of Taxpayers Tax Paid
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Corporate Taxes
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’s Company Income Tax
4

ky 0.05%
25 100 } 4.95% e

114 000

221 000 4a% e

145 000 20%

B Loss R nil B RltoR1l million MW R1millionto R100 million B R100 million +
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VAT (2018/19)
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Special Announcements
Revenue

- RAF to be replaced

- Additional guarantees of R 35 bn
- HUGE “increase” in PIT by stealth

- SANRAL committed to road tolling

- Increase in VAT +1%

- Increase In estate duty

- Fuel levy up 0.52c

- Sin taxes up

- New SEZ’s — reduced CIT tax

- Carbon tax from 1 Jan 2019

The coming tax revolt !?



State Revenue

Taxes, Taxes, Taxes, and some more, Taxes
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State Expenditure

Functional Expenditure (2018/19)

Total =R 1512 bn Government Spending (% of GDP)

Erucallon [ 48 bn Defence
R 343 bn
Order &
Safety
Social R 145bn
Assistance
R 187 bn
Health
Interest R 200 bn

R 180 bn
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Functional Expenditure (2018/19)
Total =R 1512 bn

Education R 48 bn Defence
R 343 bn

Order &
Safety

Social R 145bn

Assistance

Health

Interest R 200 bn
R 180 bn
u Defence ® Public Services ® Housing & Community
» Order & Safety ® Health Economic Affairs

= Debt Servicing = Social Assistance = Education NT, EFG
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"Radical Economic Transformation"

Nothing but, Social Engineering

Social Upliftment vs Economic Upliftment

- Grants - World class skills

- Cadre Deployment development program
- Zombie SOEs - GDP Growth = Jobs

- More Intervention - Privitisation

- Shady nuclear deals - Better implementation

« Infrastructure Drive

Not about spending more,
but spending what you have more effectively



PIRLS - Reading

Our
National
Disaster

Points Achieved 2011 2016
South Africa 323 320
All Country Avg 510 516
Emerging Avg 475 489
SA Rank LAST | LAST
Below AC Avg 58% 61%
Below EC Avg 48% 53%
TIMS - Science
Points Achieved 2011 2016
South Africa 332 358
All Country Avg 488 489
Emerging Avg 459 458
SA Rank LAST LAST
Below AC Avg 47% 37%
Below EC Avg 38% 28%

TIMS - Maths
Points Achieved | 2011 2016
South Africa 352 372
All Country Avg 474 479
Emerging Avg 442 443
SA Rank LAST | 2nd LAST
Below AC Avg 35% 29%
Below EC Avg 26% 19%




Historic Expenditure by Group
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Millions of Individuals

Social Dependency in South Africa
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Gov. Salary > PS Salary
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Government Employment & Earnings

Formal (Non-Agricultural) Employees

On average, Civil Servants are
38% better remunerated

e Gov Salary > PS Salary (LH)

e Employment (RH)

2,400,000
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2,200,000

2,100,000
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Special Announcements
Expenditure

- Davis Tax Commission draft legislation
- Denel guarantees extended

- Eskom guarantees extended (+R15 bn)
- Strengthen “balance sheet” of Eskom
- Part privatisation (Transnet)

- Convert debt into equity

- Municipalities owe R17.4 bn, mostly to
Eskom and waterboards

- No to nuclear!

- Reduce in Medical tax deductions

- NHI

- Reduce Capex



State Expenditure

Functional Expenditure (2018/19)

Total =R 1512 bn Government Spending (% of GDP)

Erucallon [ 48 bn Defence
R 343 bn
Order &
Safety
Social R 145bn
Assistance
R 187 bn
Health
Interest R 200 bn

R 180 bn
" Dutemte o Publie Sarviesm * Hausing & Cammunity
* Ordar i Satety = Heaih Ecanamic Aftairs
= Oeht Servicing = Soisl Avsistance = Education HT, EFG
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Woaorld Macro Outlook
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= \Wage pressure

The final countdown
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- Recession on horizon

How to survive this awful budget

By Dawie Roodt, Chief Economist
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State Deficit & Debt

S&P and Gov. Debt (% of GDP)

Debt Expectations

Year

Figure

Budget '18

EFG

2017/18

GDP

1.3%

1.1%

Deficit/GDP

-4.6%

-4.6%

Debt/GDP

53.3%

53.7%

GDP

1.5%

1.6%

2018/19 | Deficit/GDP -3.8% -4,2%
Debt/GDP 55.1% 55.8%
NT, EFG
Deficit as % of GDP
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What is debt?

2015/16

Treazury Rills R M8457
Bords R L572576
other R 37,785
Foreign Debl R 194,607
StateNebE(SARR) R 3,ME035
- €ath Ralances L
Frayin's Dbt R Lm07bba
Foracitals Gusrantze: K 400000
- Used (TR
Unused R M sss
hetual et Frposure R 2,374,661

Lineal Mathorities 722
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Why capture
SARB?
- Stabllsavon account, R0 b

= Forex, R100 bn
« Paper-profit, R240 bn



Debt Expectations

Year Figure Budget '18 EFG
GDP 1.3% 1.1%
2017/18 | Deficit/GDP -4.6% -4.6%
Debt/GDP 53.3% 53.7%
GDP 1.5% 1.6%
2018/19 | Deficit/GDP -3.8% -4.2%
Debt/GDP 55.1% 55.8%

NT, EFG




Deficit as % of GDP
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S&P and Gov. Debt (% of GDP)
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Why capture
SARB?

. Stabilisation account, R70 bn
- Forex, R100 bn
- Paper-profit, R240 bn



State Deficit & Debt

S&P and Gov. Debt (% of GDP)

Debt Expectations

Year

Figure

Budget '18

EFG

2017/18

GDP

1.3%

1.1%

Deficit/GDP

-4.6%

-4.6%

Debt/GDP

53.3%

53.7%

GDP

1.5%

1.6%

2018/19 | Deficit/GDP -3.8% -4,2%
Debt/GDP 55.1% 55.8%
NT, EFG
Deficit as % of GDP
= Where's the "consolidation"? i
A e

N1 EFG

o T oo

FFsasNEEd

e
e
E
an

']
8

i

Bl
4

Ied Lo olea L IMe DM MG WD INE IOOL NS MR DN DN NN 30 20E

What is debt?

2015/16

Treazury Rills R M8457
Bords R L572576
other R 37,785
Foreign Debl R 194,607
StateNebE(SARR) R 3,ME035
- €ath Ralances L
Frayin's Dbt R Lm07bba
Foracitals Gusrantze: K 400000
- Used (TR
Unused R M sss
hetual et Frposure R 2,374,661

Lineal Mathorities 722

HEL wOp 2003 IN4 I MME 20 2R a6

Why capture
SARB?
- Stabllsavon account, R0 b

= Forex, R100 bn
« Paper-profit, R240 bn



Woaorld Macro Outlook

llllllllllllllll
= \Wage pressure

The final countdown

uuuuuuuuuuuuuu
- Recession on horizon

How to survive this awful budget

By Dawie Roodt, Chief Economist

ailbi
I o i

Haw 1 Tl;rvi'veihzs ''''''''' State Deficit & Debt
awfu ot et ol

= e W S

State Revenue



How to survive this
awful budget

- Prudential limits to
offshore investments
Increased

- Take your money off-shore CﬁIEM

- Pay as little tax as possible RIS =

- Convert iIncome from PIT to
CIT
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Think Efficient. Realise Potential.
dawieroodt@efgroup.co.za

www.efgroup.co.za




