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Covid-19 relief: R500bn in phase II  

• President Ramaphosa announced a R500bn package to curb the economic impact of the 

COVID-19 pandemic. Government regards this as the second of three phases of its economic 

response to the crisis: the initial phase included the tax relief, release of disaster relief funds, 

UIF wage support and SMME funding announced when a national disaster was declared; this 

(second) phase includes a significant increase in the health budget, hunger and social disaster 

relief, support for companies and workers, and a phased opening up of the economy to 

stabilise the economy, address lower demand and supply and protect jobs; and the third 

phase will be the economic recovery strategy, which will include stimulating demand and 

supply through interventions such as an infrastructure build programme and “speedy” 

implementation of economic reforms.  

• We interpret the R500bn as comprising: R130bn of reprioritised fiscal spending, a R200bn 

loan guarantee scheme, R70bn of tax relief measures, and R100bn to protect and create 

jobs (see detail overleaf). Furthermore, government estimates that the SARB’s rate cuts 

unlock at least R80bn in the real economy. While the entire R500bn of announced 

interventions are geared towards alleviating the economic impact of the pandemic, it isn’t all 

additional stimulus: R130bn is redirected spending, and a large part of the R70bn of tax 

relief are deferred tax payments rather than permanent savings. We assume that the R100bn 

to protect and create jobs will be funded from the Unemployment Insurance Fund (UIF). The 

immediate fiscal impact thus appears to be small relative to the total package, though the 

ultimate total cost will partly depend on the performance of the guaranteed loans. While the 

R500bn total package is larger than we expected at this stage, the modest fiscal impact is in 

line with our expectations given the dismal fiscal prognosis even before the crisis.  

• Treasury is working with the World Bank, IMF, New Development Bank and African 

Development Bank on various funding transactions. As we’ve indicated before (see From the 

crisis, a rare opportunity for reform), we expect SA to utilise the IMF’s rapid financing 

instrument, from which SA can get up to about R70bn this year, with very little conditionality 

and at a very low interest rate. It is thus not surprising that the ANC government and Cosatu 

endorsed such a loan, notwithstanding their usual IMF aversion. The bond market will be 

relieved about the immediate funding relief provided by such loans and also that government 

mobilised such large resources to curb the economic impact of the crisis with relatively little 

additional fiscal impact. However, ultimately, the crux for the currency and bond prognoses 

is whether the next announcements will ease fears about the lack of debt stabilisation in the 

medium term. Announcements on the post-lockdown easing of economic restrictions (due 

on Thursday) and government’s final wage settlement (with arbitration for the FY20/21 

wage increase reportedly scheduled for 28-30 April, and the next multi-year negotiations 

likely much later) will obviously have a material bearing on the fiscal trajectory (see some 

simulations in Fiscal scenarios highlight need for reform). However, the crux will be whether 

the third phase economic recovery interventions convincingly lift trend growth adequately to 

support debt stabilisation. President Ramaphosa said that he will outline the growth 

interventions “in the coming days”, indicating that this will “accelerate the structural reforms 

required to reduce the cost of doing business, to promote localisation and industrialisation, 

to overhaul SOEs and to strengthen the informal sector”. This is consistent with the core 

view in our recent report From the crisis, a rare opportunity for reform that the crisis will 

finally compel government to accelerate key reforms (even if select reforms will be delayed 

as a result of the crisis). This is a critical assumption underpinning our forecast for material 

rand and bond gains in the medium term (see Lockdown hits growth, prevents bigger crisis 

and Bonds: weak basics, punishing premium). 
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• Government’s new package includes the following spending measures: R20bn 

to fund the health response to coronavirus (including personal protective 

equipment for health workers, community screening, an increase in testing 

capacity, additional beds in field hospitals, ventilators, medicine and staffing); 

R20bn for municipalities to provide emergency water supply, increased 

sanitisation of public transport and facilities, and food and shelter for the 

homeless; and a R50bn increase in social grant payments for the next six 

months, including temporary increases in all the existing grants and a special 

COVID-19 social relief of distress grant of R350 per month for six months to 

individuals who are currently unemployed and don’t receive any other form of 

social grant or UIF payment; and food assistance through vouchers and cash 

transfers. 

• The new R200bn loan guarantee scheme will be in partnership with the major 

banks, the Treasury and the SARB, to assist enterprises with operational costs 

(such as salaries), rent and the payment of suppliers. Initially, companies with 

a turnover of less than R300mn per year will be eligible; government expects 

the scheme to support 700 000 firms and 3 million employees.  

• Tax relief includes a 4-month holiday for skills development levies, fast-

tracking VAT refunds, a 3-month delay for filing and first payment of the 

carbon tax, an increase in the turnover threshold for tax deferrals to R100mn 

a year with the portion of PAYE payments that can be deferred increased to 

35%, and tax deductibility of donations to the Solidarity Fund. Government 

expects these changes to provide around R70bn of relief. Most of these 

measures are deferrals and should thus have only a modest permanent fiscal 

impact. We have included this in our fiscal forecasts. 

• We currently foresee a 5% real GDP contraction in 2020, followed by a 

sizeable rebound in 2021 (see Lockdown hits growth, prevents bigger crisis ). 

The relief measures announced by government temper the downside risk to 

our 2020 forecast somewhat, with growth also supported by elevated terms 

of trade (see charts overleaf), particularly in light of the collapse in oil prices 

(though the benefit will ultimately depend on the sustainability of this 

retreat). The GDP rebound that we foresee in 2021 is supported by the 

bounce forecast for SA’s export destinations (see charts overleaf), although 

this assumption, like the sustainability of favourable terms of trade, is subject 

to exceedingly high forecast risk. Growth should also in 2021 benefit from 

the lagged impact of easier monetary policy. 

• We foresee a fiscal deficit around 11% of GDP in 2020. The sizeable 

spending that was reprioritised in FY20/21 (as discussed above) is probably a 

combination of permanent savings and some delays. The permanent savings 

should support quicker medium-term fiscal consolidation than what we 

expected prior to the announcement. Our forecasts don’t at this stage 

incorporate any tax hikes next year, though this would presumably to a large 

extent depend on the strength of the economy at the time.  
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Figure 1: Strong rebound in SA’s (weighted) export 

destinations in 2021 should support local growth 

 

Source: IMF, Standard Bank Research 

Figure 2: Elevated terms of trade currently growth 

supportive 

 

Source: Bloomberg, Standard Bank Research 

Figure 3:   OECD expects SA growth impact from lockdowns to be relatively small vs peers, though this partly reflects 

OECD assumptions 

 

Source: OECD 
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Figure 4:  IMF expects SA to be middle of the pack in terms 

of growth amid coronavirus pandemic (which appears more 

reasonable to us than OECD optimism above) 

 

Source: IMF 

Figure 5: We foresee the worst SA GDP contraction on 

record (data starts in 1946) 

 

 

Source: SARB, Standard Bank Research 

Figure 6: We concur with the money market that the SARB 

will cut interest rates further 

 

Source: Bloomberg, Standard Bank Research 

Figure 7: Rand undervalued, but rebound requires credible 

policy reform 

 

Source: Bloomberg, Standard Bank Research 
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Standard Bank Group, its subsidiaries and associate business units (including Standard Bank Research) have committed to treat the personal 
information that it collects as private and confidential and has published a comprehensive privacy statement accessible on this link. Should you 
wish to withdraw your consent to the processing of your personal information kindly email ResearchCompliance@standardbank.co.za  

 

Client:   means, for the purpose of this section, any natural or juristic person acting through their duly 
authorise representative(s), who has subscribed to or consented to being subscribed to 
receiving research Services  

Personal Information: means information relating to an identifiable, natural or juristic person, including information 
relating to race, gender, sex, marital status, nationality, ethnic or social origin, colour, sexual 
orientation, age, physical or mental health, religion, belief, disability, language, birth, 
education, identity number, telephone number, email, postal or street address, biometric 
information and financial, criminal or employment history as well as correspondence sent by 
the person that is implicitly or explicitly of a private or confidential nature or further 
correspondence that would reveal the contents of the original correspondence. 

Process: means any operation or activity, whether automated or not, concerning Personal Information, 
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modification, retrieval, alteration, consultation, use, dissemination (whether by means of 
transmission, distribution or making available in any form), merging, linking, blocking, 
degradation, erasure or destruction 
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research analyst, non-independent research analyst or strategist who is part of an investment 
research team in a stock brokerage, global markets desk or corporate and investment bank 
environment. 

Services: means, inter alia, the provision of the Research Reports   and other communications and 
events with respect to equities, market strategy, companies, industries, commodities and 
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2 Personal Information may be collected from public sources; 

3 SBR may be unable to fulfil its regulatory obligations and provide Services to the Client without Processing the Client’s Personal 
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4 All Personal Information which the Client provides to SBR is voluntarily provided; 

5 SBR shall determine the Services and means of Processing any Personal Information that is provided by the Client; 

6 Personal Information may be processed by SBR and/ or, The Standard Bank of South Africa Limited and/or its associated 
 entities or duly authorised third party service providers. 

7 The Client consents to SBR processing its Personal Information in order to: 

7.1                  create and administer the Client’s profile as contemplated by regulation; 

7.2                  carry out statistical and other analysis to identify potential markets and trends; 

7.3                  develop new products and services; and/or 

7.4                  any other purpose SBR reasonably believe is required to fulfil its obligations in accordance with regulation or this                       
                  agreement. 

8 The Client has consented to the Processing of its Personal Information for the purpose of clause 1. 7 above. 

9 The Client hereby expressly consents that SBR may disclose to or share its Personal Information with duly authorised third 
 parties, which may be located in the Republic of South Africa or other jurisdictions, where it is necessary in order for SBR to fulfil 
 its obligations in accordance with the regulation and/or this agreement. 

10 SBR will require any third-party service providers to whom the Client’s Personal Information is provided to agree to SBR' 
 data privacy principles policy and practices in accordance with the prevailing regulations including data privacy laws. 
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Disclaimer 

This material is non-independent research. Non-independent research is a "marketing communication" 

This material is "non-independent research". Non-independent research is a "marketing communication" as defined in the UK FCA 

Handbook. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and 

is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

Additional information with respect to any security referred to herein may be made available on request. This material is for the general 

information of institutional and market professionals’ clients of Standard Bank Group (SBG) only. Recipients who are not market 

professionals or institutional investor customers of SBG should seek advice of their independent financial advisor prior to taking any 

investment decision based on this communication or for any necessary explanation of its content. It does not take into account the 

particular investment objectives, financial situation or needs of individual clients. Before acting on any advice or recommendations in 

this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. 

The information, tools and material presented in this marketing communication are provided to you for information purposes only and 

are not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial 

instruments, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to 

such action. This material is based on information that we consider reliable, but SBG does not warrant or represent (expressly or 

impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as 

such. The information and opinions contained in this document were produced by SBG as per the date stated and may be subject to 

change without prior notification Opinions expressed are our current opinions as of the date appearing on this material only. We 

endeavour to update the material in this report on a timely basis, but regulatory compliance or other reasons may prevent us from 

doing so. 

SBG or its employees may from time to time have long or short positions in securities, warrants, futures, options, derivatives or other 

financial instruments referred to in this material. Where SBG designates NON- INDEPENDENT Research to be a “marketing 

communication”, that term is used in SBG’s Research Policy. This policy is available from the Research Compliance Office at SBG. SBG 

does and seeks to do business with companies covered in its non-independent research reports including Marketing Communications. 

As a result, investors should be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. 

Investors should consider this report as only a single factor in making their investment decision. 

SBG has published a Conflicts of Interest Policy that is available upon request which describes the organisational and administrative 

arrangements for the prevention and avoidance of conflicts of interest. Further disclosures required under the FCA Conduct of Business 

Sourcebook and other regulatory bodies are available on request from the Research Compliance Department and or Global Conflicts 

Control Room, unless otherwise stated, share prices provided within this material are as at the close of business on the day prior to the 

date of the material. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 

distributed to any other party, without the prior express written permission of SBG. All trademarks, service marks and logos used in this 

report are trademarks or service marks or registered trademarks or service marks of SBG or its affiliates. 

SBG believes the information and opinions in the Disclosure Appendix of this report are accurate and complete. Information and 

opinions presented in the other sections of this communication were obtained or derived from sources SBG believes are reliable, but 

SBG makes no representations as to their accuracy or completeness. Additional information is available upon request. SBG accepts no 

liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the 

extent that liability arises under specific statutes or regulations applicable to SBG. 

The services, securities and investments discussed in this material may not be available to nor suitable for all investors. Investors should 

make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 

investment involves risk, including the risk of capital loss. Past performance is no guide to future performance. In relation to securities 

denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

Some investments discussed in this marketing communication have a high level of volatility. High volatility investments may experience 

sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. 

Indeed, in the case of some investments the potential losses may exceed the amount of initial investment, in such circumstances you 

may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial 

capital paid to make them investment may be used as part of that income yield. Some investments may not be readily realisable and it 
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may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable information about the 

value, or risks, to which such an investment is exposed. 
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