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Important note about this publication

« The information in this presentation is reflective of our interpretation of the situation as on 17 April 2020.

* Itis not possible for PwC to assess with any certainty the implications of COVID-19 on the local and global
economy, both generally in terms of how long the current crisis may last and more specifically in terms of
its impact on specific organisations. From the supply side of the economy, businesses are likely to face
significant operational challenges due to authorities implementing measures to contain and/or prevent the
spread of COVID-19. From the demand side, purchasing activity of goods and services may be significantly
iImpacted. To the extent that PwC has attempted to form a view of the economic situation and the potential
impact of COVID-19 thereon, the potential variation between the current view and actual results are likely
to be materially greater than it might historically have been.

« During this crisis that was caused by a “Black Swan” event, i.e. an event we have not seen before, time
series forecasts based on historic business cycles will not be able to capture the full impact of COVID-19.

« PwC applied an Input/Output modelling approach, capturing the loss in GDP from the shock through the
interdependencies of the different sectors of the economy.

« Our analysis is driven by a set of informed assumptions but uncertainty is very high and, as a result, these
should not be taken as precise estimates. Rather they give broad indications of the order of magnitude of
the potential impacts in different scenarios based on information available at the time of writing.

« This content is for general information purposes only, and should not be used as a substitute for
consultation with professional advisors.
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Framing the crisis:
first humanitarian,
then economic




South Africa’s economy was already weak at the start of 2020

South Africa started the year in a technical recession after a 0.8% g-0-qg decline during 2019Q3 and
a 1.4% g-o-qg decline during 20190Q4. Budget 2020 presented an expected fiscal deficit of 6.8% and
public debt ratio of 65.6%.
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Market triggers: COVID-19 shocks vs local shocks
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of Covid-19 in
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Net cumulative flows: foreign trading on bonds and equities

From the week prior to the budget
speech (week ended 21 February 2020)
the net cumulative flow of foreign
trading on bonds shifted from an inflow
of R11.1 billion to an outflow of R58.5
billion (week ended 3 April 2020)

The net cumulative outflow of foreign
trading on equities increased from an
outflow of R6.1 billion (week ended 21
February 2020) to an outflow of R29.4
billion (week ended 3 April 2020)

The outflow in foreign trading of bonds
increased further following the
announcement of the first COVID-19
case in SA.

Source: Johannesburg Stock Exchange
The possible economic consequences of COVID-19 for South Africa
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South Africans’ health and livelihoods are the first priorities

Policy options should be considered to reduce the economic fallout

New cases

New cases without containment
policies

New cases with containment
policies

\
\

A

SA'’s first priority is to
look after the health of

it | . .
> ne peopie Medical containment
measure
\ Make the medical crises
less bad
Time

Recession without containment

Make the economic

policies

Recession with containment
policies

crisis worse

Containment measures

Source: Adapted from Centre for Economic Policy Research (CEPR)
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Policy interventions should be proportionate to the potential economic impacts

Depending on the length of the lockdown and the rate at which business and consumer confidence
return, economic impacts could be less or more severe.

V-scenario

Q1 Q2 Q3 Q4 Q5 a6 QF Q8 Q9 Q10

U-scenario

L-scenario

Q1 Q2 Q3 Q4 Qa5 a6 aF a8 a9 a1

= crisis and recovery period

Q1

that economies take 6 — 12
quarters to recover after a

International research* shows
pandemic

Q2 Q3 Q4 Q5 Qs QF Q& Q9 Q10

Shock impact on the economy as a
whole, followed by swift and complete
recovery

Reduction in full-year growth, but limited
to one year

Postponement of investment and
consumption rather than cancellation

Sustained recession, return to previous GDP
level over several quarters

Performance and overall growth of at least two
full years affected

Postponement and, in part, sustained
restriction of investment and consumption

Drastic impact on economic performance and
prolonged recession, threats to the monetary
and financial system.

Return to the level of total output before
COVID-19 not foreseeable

Deep restrictions on investment/consumption

* Available on request
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COVID-19’s multiple strikes in the circular flow of income diagram ( where
interventions are required

International demand International demand

shocks (direct, wait & shocks (direct, wait &

see behavior, etc.) see behavior, etc.)
Rest of World _
Int’l supply chains

Store closure, delivery restrictions, travel bans, etc.

XConsumer Spending

Domestic
supply chains

om0\
purchases Bankruptcies

B Households Businesses
: Transfers Taxes
Savings Loss of income
Labour layoffs,
reduced hours, etc
N Wages, Salaries, etc.

Financial

Sector Investment

Financial crisis

Source: Adapted from Centre for Economic Policy Research (CEPR)
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How does South Africa’s fiscal injection compare?

South Africa is on par with China, but most other countries are spending more (as % of GDP) on
their COVID-19 stimulus responses.
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How does South Africa’s fiscal

South Africa is behind most countries in US$ stimulus spend per capita.
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spend US$0.07 per person compared to
an average of US$1.23 in the 60

countries in this graph.
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Trends and developments in the global economy

Data from around the globe shows that the impact of COVID-19 is set to be worse than the 2008
financial crisis.

Eurozone services purchasing managers index in March slumped
to a reading of 26.4 from 52.6 in February, the worst-ever reading
in the history of the series. Any level below 50 indicates
contracting conditions. The data indicate that the eurozone
economy is already contracting at an annualised rate

Q2 2020 GDP forecasts approaching 10%.

US weekly initial jobless claims
increased from just over 200 000
in the beginning of March, to close
to 17 million by the end of the first
week in April. For context, weekly
claims reached a high of 660 000
in global financial crises vs the 6.6
million in the last week of March.

range from -9.0%
(Bloomberg Economics) to
-40% (Capital Economics).

Largest capital outflows on
record from Sub-Saharan
Africa on record (USD 4.2
billion since end Feb). SA
and Ghana particularly hard
hit. SSA economy to
contract by -1.6 percent to
(IMF) and World Bank
contraction of -5.2 percent.
Oil exporters and tourism
dependent countries taking
largest hit.

However, data from

China’s statistical bureau
shows that unemployment

reached its highest level

since records started in
February 2020 and the fall
in industrial production was

the largest in 30 years.

...but the speed of recovery is dependent on the size of interventions;
return of consumer and business confidence.

The possible economic consequences of COVID-19 for South Africa
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Manufacturing purchasing
managers index in China
recovered in March, improving
from 40.3 to 50.1, showing that
manufacturing activity in China
is returning.

China: year-on-year change Jan-Feb 2020

-13.0%

-13.5%

-15.9%

-20.5%

-24.5% Investment in fixed assets
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The impacts and
scenarios we
modelled




How this section is structured

Understanding the
transmission
channels of COVID-
19 through the
economy

Define different
scenarios (length,
extend, full partial)

of lockdowns

Consider the impact
of monetary policy
and fiscal policy
interventions on the
economy

Consider options
for a partial
lockdown (which
sectors can open
up and how might
demand look like)

A
aln

Consider any other
positive impacts on
sectors in the
economy such as
communication or
local manufacturing
of healthcare
products




T ——
Modelling the economic impact

Although not exhaustive, we identified the following main transmission channels through which
COVID-19 can impact the SA economy. Other reinforcing and mitigating impacts are likely.

Export and
imports

| [§| 1. Supply chain disruption

0Qo| 2 Labour supply reduction as Second round

| employees are unable to work impact through the
Households economy, e.g.
onshoring,

redeploying capital

Monetary prOdUCtiVity
policy Businesses methods

3(a) and 3(b). Business
and consumer confidence
negatively impacted

4. Sector lockdowns

Fiscal
policy
: : Government
P 5. Policy reactions from
v government and SARB

6. Impacts on financial
sector = ensure stability

The possible economic consequences of COVID-19 for South Africa
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Different scenarios and its impact on the economy

Narrative of scenario

Scenario 1: Mild

A 3 week full lockdown and a 2 week partial
lockdown with a 7-month gradual improvement in
the economy. Not all sectors improve at the same
rate.

Scenarios

Scenario 2: Medium

An 3 week full lockdown and a 5 week partial
lockdown with a 9-months gradual improvement in
the economy. Not all sectors improve at the same
rate.

A 3-month full lockdown with a 12-month gradual
improvement in the economy, with the exception of
the business confidence and supply chain
components within the transmission channels that
remain suppressed throughout the remainder of the
calendar year (and beyond).

Scenario 3: Severe

Supply chains

+ Significant reduction in imports and exports of
around 14% for 2 months, gradually improving
thereafter.

* Shock to imports and exports for 3 months,
peaking at around 14%, gradually improving
thereafter.

» Shock to imports and exports for 18 months
plus, peaking at around 14%.

Labour supply

* Lostworkdays remain at historically high
levels until at least Q2/Q3 of 2020 and then
gradually start to revert to normal levels.

+ Lostworkdays remain at historically high
levels until at least the end of the year and then
gradually start to revert to normal levels

» Lost workdays remain at historically high levels

for the next 18 months

Consumer
confidence

* Consumers defer major purchase decisions
because of uncertainties for 6-12 months.
» Specific impacts on sectors impacted by

» Consumers defer for 12-18 months and
consumption focuses on essential items.
» Specific impacts on sectors impacted by

» Consumers defer for 18 months plus and
consumption focuses on essential items.
» Specific impacts on sectors impacted by

lockdown. 100% shutdown of these sectors for
a period of 1 month, with a gradual improvement
thereafter.

lockdown. 100% shutdown of these sectors for
a period of 3 months, with a gradual
improvement thereafter.

lockdown. 100% shutdown of these sectors for
a period of 3 months, with a slow improvement
thereafter.

Business
investment

12% reduction in business investment for 2
months, gradual improvement thereafter.

12% reduction in business investment for 3
months, gradual improvement thereafter

12% reduction in business investment for period
longer than 12 months.

Impact of lockdown

Airline, leisure and retail activities shut 25-100%
of their operations (depending on sector) for 3
weeks. Certain parts of the economy starts to
open up after 3 weeks (more detail on how that
will look is later in this section of the
presentation).

Airline, leisure and retail activities shut 25-100%
of their operations (depending on sector) for 3
weeks. Certain parts of the economy starts to
open up after 3 weeks (more detail on how that
will look is later in this section of the
presentation).

Airline, leisure and retail activities shut 25-100%
of their operations (depending on sector) for 12
weeks.

nsequerces o COVD=19for SoutitAfrica
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Policy response

Fiscal response will be from increased expenditure in tackling the pandemic and providing financial
support to otherwise viable businesses, but limited room. Interest rate reductions as well as
guantitative easing option for SARB.

Scenarios

Nature of support

Scenario 1: Mild

Based on current, known fiscal interventions, as
well as monetary policy interventions already
announced.

Fiscal stimulus assumed to be equal to percentage
share of GDP spend by other developing countries
that has announced interventions, further
expansionary monetary policy through a cut in the
Repo rate.

Fiscal stimulus assumed to be equal to percentage
share of GDP spend by all other countries that has
announced interventions, further expansionary
monetary policy through a cut in the Repo rate.

Fiscal support

R59bn stimulus, equal to approximately 1.1% of
GDP.

R150bn stimulus, equal to approximately 2.8% of
GDP.

R177bn stimulus, equal to approximately 3.3% of
GDP.

Monetary policy

The SARB engages in a precautionary cut to its
Repo Rate equivalent to 2 percentage points.
The SARB also provides commercial banks with
incentives to offer help to bank customers in dealing
with supply chain and workforce disruptions.

The SARB cuts its Repo Rate by 2 percentage
points.

The SARB also provides commercial banks with
incentives to offer help to bank customers in
dealing with supply chain and workforce
disruptions. SARB also intervenes through open
market reactions, quantitative easing.

The SARB cuts its Repo Rate by 2.75 percentage
points.

The SARB also provides commercial banks with
incentives to offer help to bank customers in dealing
with supply chain and workforce disruptions. SARB
also intervenes through open market reactions,
quantitative easing.

The possible economic consequences of COVID-19 for South Africa
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Potential impacts of partial lockdown: Scenario 1 and scenario 3: positive impacts

Scenarios

Scenario 1: Mild partial lockdown and Scenario 3: Medium partial lockdown

Mining exports to China Restarting of mines and potential restart 50% of demand for mining products to China.

Automotive exports Restarting 50% of automotive exports.
Agriculture citrus exports Recovery of 80% of demand for citrus products (export season to start in the next 2 — 3 months).

Construction projects already Restart 50% of construction projects already on the go.

on the go

Online retail Allowing online retail of all products. South Africa’s typical online retail demand is 1.5% (World Wide Worx), but we assume that take-up will increase to 5%.
Vehicle sales Allowing vehicle retailers to reopen. However, we assume that demand will only recover to 25% of pre-COVID-19 demand.

Hardware and paint Allowing hardware and paint to be sold online. However, we assume that demand will only recover to 50% of pre-COVID-19 demand.

Communication sector boost Assuming increase in the demand for data. Around 16% of total revenue from telecommunication companies come from data. We assume that working from
from data consumption home increases the demand for data for the remainder of the year by 100%, keeping in mind the 1/3 reduction in data costs.

Restaurants: allowing take Allowing restaurants to provide take away through delivery services, we assumed 100% of the demand will recover.
away activities

Food manufacturing Assuming that food sales will continue during lockdown we assumed that food sales will increase by 10%.
Transport impacts The transport sector will benefit from the increased delivery activities. However, since this sector is linked to other sectors through the sector impacts already, so
a separate impact shock was not included for this.

Professional and other related A shock for professional services sector was not included however it is good for business confidence of the country.
services

Localisation and local There is a portion of the production of medical devices, masks and other PPE items that can be localised and manufacturing locally, however, a very small
manufacturing portion of the current import market can be localised.
9 for South Africa
PwC
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Results of the
economic impact
modelling




How this section is structured: how to read the graphs

The results of the economic impact assessment BEd each of the scenarios, we show the full impact on GDP, jobs and the budget deficit assuming no
interventions and also ignoring the current fiscal and monetary policy interventions as well as future

without interventions expected interventions. These are all negative shocks.

Taking into account the fiscal policy *Then we add the potential impact of fiscal policy interventions. This is a positive shock that reduces
interventions the extent of the economic contraction.

Taking into account the monetary policy «Then we add the monetary policy interventions, including the interest rate reductions. This is a positive
interventions shock that reduces the extent of the economic contraction.

NN

*Then we consider the potential impact on the economy of opening certain parts of the economy from
lockdown earlier, as well as the potential positives from increased demand for data in the
communication sector and some potential local manufacturing of PPE that replaces imports. These are
all that reduce the extent of the economic contraction.

N

The possible economic consequences of COVID-19 for South Africa
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Subject to change as more information becomes available

Impact on real economic growth in 2020 (incl. interventions)*

After factoring in the effect of the current known monetary and fiscal policy interventions under full
lockdown conditions, South Africa could experience a real annual GDP contraction of -8.8% in the
mild, -10.6% in the medium and -16.1% in the severe scenarios, relative to the start of 2020. Partial
lockdown conditions under our mild and medium scenarios would allow certain businesses to start
operating and positively impact GDP.

Mild Medium Severe
o 0.4% 0.4% 0.4%
0.07%
. -6.6%
Z‘ -5.0%
> -0.2%
X
=)
”§ -10.0%
3 P -1.3%
b . -
K3 Mild partial lockdown*
= o Partial lockdown allowance , -
S -15.0% : h : 0 Medium partial lockdown?
g II\:/:gg;}fterl_mterventlons -8.8% Partial lockdown allowance +0.1% 3.8%
5 policy intervention . : ;
&) Monetary policy intervention Medium after interventions  -10.6% I +4.1%
Mild before intérventions Fiscal policy intervention.
-20.0% Monetary policy intervention -3.6%
Medium before interventions +1.2% e
With communication boost
25.0% : : Partial lockdown allowance
207 Th_e GDP impact of part_|al lOdeOW_n . Severe after interventions  -16.1%
strategies will vary, depending on the timing, Fiscal policy intervention
_ ; Monetary policy intervention
depth and breadth of roll-out in the economy. Severe before interventions
Baseline GDP growth ®m Tourism m Retall Leisure m Business uncertainty ®m Consumer uncertainty m Supply chain
(Feb 2020)
{ Due to National Lockdown + Mild and Medium partial lockdown scenarios include positive sector-based impacts and a communication sector boost
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Subject to change as more information becomes available

Impact on formal jobs at risk in 2020 (incl. interventions)*

Our model suggests that the current known policy could secure around 130,000 formal jobs at risk.
Therefore, from South Africa’s baseline unemployment rate of 29.1% in February 2020, this implies
an increase to 33.1% in scenario 1 and 37.3% in scenario 2, and, 43.6% in scenario 3 respectively.
Partial lockdown conditions under our mild and medium scenarios would allow certain businesses to
start operating and secure some jobs.

Mild Medium Severe
0
-166,173 -179,257 -185,799
-382,321 -429,190
-209,241 ‘ -241,432 -568,871
o '6,907 -8.501 '383,072
S -500,000 ,
I\ -401,946 -12,645
P
g
a -179,348
© -1,000,000 -101,587 54,019 -217,391 -835,506
Qo 129,179
o Mild partial lockdownt -123,136
= Partial lockdown allowance —=——————————— : . 1
© Mild after interventions -930,213 (33.1%) II\D/Iec:_lulnlw pakr(;ual IocI|<|d0wn
£ -1,500,000 Fiscal policy intervention —_— artial jockdown aflowarce
) Mild before interventions Medium after interventions  -1,051,692 (37.6%) I 8,488 -323,370
= Fiscal policy intervention _— 328,422
© Medium before interventions
» -284,751
‘S -2,000,000
2
- . With communication boost
We can add another 2.9 million informal employees who are Partial lockdown allowance —
in “precarious employment situations” as defined by Severe after interventions  -1,688,234 (43.9%)
-2,500,000 StatsSA. Th iob ilb d d ab Fiscal policy intervention —_—
atsSA. These jobs will be very exposed — over and above Severe before interventions
the jobs exposed in the formal sectors
® Tourism u Retall Leisure m Business uncertainty m Consumer uncertainty m Supply chain
{ Due to National Lockdown + Mild and Medium partial lockdown scenarios include positive sector-based impacts and a communication sector boost
The possible economic consequences of COVID-19 for South Africa
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Subject to change as more information becomes available

Impact on fiscal deficit in 2020 (incl. interventions)*

Our model suggests that the current known policy interventions could reduce the potential tax
revenue loss by around R16 billion. This implies an increase in the fiscal deficit to -10.5% in scenario
1 and -11.3% in scenario 2 and -14.5% in scenario 3 respectively. Partial lockdown conditions under
our mild and medium scenarios would allow certain businesses to start operating and contribute to
tax revenue.

Mild Medium Severe
o
)
N -50,000
Pan
@©
>
S -100,000
(&)
LL
w 1,652
S -150,000 20,616 12523
T 20,616
x -200,000 Mild partial lockdownt
o Partial lockdown allowance — ——— - - "
3 Mild after interventions -152,306 (10.5%) Medium partial lockdown
S -250.000 Fiscal policy intervention — Partial lockdown allowance —_—
> ’ Mild before interventions Medium after interventions  -180,799 (11.5%)
= Fiscal policy intervention — 2,816
8 300,000 Medium before interventions 52,415
c
9
S -350,000 With communication boost

Partial lockdown allowance

Severe after interventions  -278 910 (14.5%)

Fiscal policy intervention
Severe before interventions

+ Mild and Medium partial lockdown scenarios include positive sector-based impacts and a communication sector boost
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Subject to change as more information becomes available

Identifying critical sectors for interventions (excl. interventions)*

Depending on the linkages and exposure of different sectors to the scenarios modelled, the impacts
below could be expected on GVA.

Base case before Mild Medium Severe

Industry (agriculture & mining) COVID-19 Impact

2020 gross value added change

Citrus Fruit 0.1% Slightly negative -1.0% -1.1% -1.8%
@ Deciduous Fruit 0.1% Slightly negative -0.1% -0.1% -0.2%
@ Subtropical Fruit 0.1% Slightly negative 0.1% 0.1% 0.1%
() vegetable 0.1% S AL I -0.2% -0.3% -0.5%
@ Livestock 0.1% S A I -0.7% -0.9% -1.4%
& Game 0.1% Slightly negative 0.0% 0.0% -0.1%
© Dpairy 0.1% A e - -0.2% -0.2% -0.4%
0 Forestry 0.1% Slightly negative -1.4% -1.6% -2.5%
0 Fishing 0.1% Slightly negative -3.8% -4.4% -6.8%
@ Cereal and Crop 0.1% Slightly negative -2.3% -2.6% -4.1%
@ Poultry 0.1% Slightly Negative  [RBRLS -1.9% -3.0%
Other Agriculture 0.1% Slightly negative -4.2% -4.8% -7.5%
@ Gold 0.4% Negative -6.7% -7.6% -12.1%
@ Coal and lignite 0.4% Negative -7.6% -8.7% -13.6%
€ other Mining 0.4% Negative -20.4% -23.3% I 36.2% [l

* Interpretation of impact on communication sector is based on current feedback from market players, as well as international trends suggesting an increase in demand as people work form home during lockdown or equivalent
directives. This could change as the economy start to open up again.
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Subject to change as more information becomes available

Identifying critical sectors for interventions (excl. interventions)*

Depending on the linkages and exposure of different sectors to the scenarios modelled, the impacts
below could be expected on GVA.

: Base case before Mild Medium Severe
Industry (manufacturing) COVID-19 Impact
2020 gross value added change

D) g/lr%%t;]zfsh’ fruit, vegetables, oils and fat 0.2% Slightly negative : -4.4% -6.9%
1) Dairy products 0.2% Slightly negative . -3.6% -5.7%
/7\ . . .
x') Srrg‘g:jg!" Bakery and Animal feed 0.2% Slightly negative . -1.8% -2.8%
Other food products 0.2% Slightly negative . -1.0% -1.6%
Beverages and tobacco products 0.2% Slightly negative . -1.6% -2.6%
Eg:\'/bi;dommg leather products and 0.2% Very negative . -17.9% -27.8% "
Wood and wood products 0.2% Very negative ) " -31.8% I“ -49.4% "“"
\fg\/ Furniture 0.2% Very negative . I -24.8% I -38.5% “"
Paper and paper products 0.2% Very negative : I -28.4% “ -44.1% I“II
\/El% Publishing and printing 0.2% Very negative . -20.3% -31.5% 1]
B

Chemicals and chemical products (incl.
plastic products)

e
N

0.2% Very negative . []] -35.8% ] -55.5% [l
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Subject to change as more information becomes available

Identifying critical sectors for interventions (excl. interventions)*

Depending on the linkages and exposure of different sectors to the scenarios modelled, the impacts
below could be expected on GVA.

Industry (manufacturing) Base case before Impact Mild Medium Severe
COVID-19 2020 gross value added change

Rubber products 0.2% Very negative -32.7% I“ -37.3% “II -57.8% “II“
(&) Non-metallic mineral products 0.2% Very negative  EIPXS il 344% 53.3% [l
/a‘“a\ Basic metal products 0.2% Very negative -26.2% “ -29.9% II -46.4% “"“
\@,,/ Structural metal products 0.2% Very negative -11.0% -12.5% -19.5%

\°~'/ Other fabricated metal products 0.2% Very negative -24.9% I -28.4% ] -44.0% Il
\DI; Machinery & equipment 0.2% Very negative -37.4% N -42.6% [l -66.0% [N
I;I Electrical machinery & apparatus 0.2% Very negative -36.9% "“ -42.1% I““ -65.2% “"“
=) ;Zr;?;‘;?;c;;fig’mﬁ?ica' and other 0.2% O 23.0% Il 262% QI -406% |
fai Manufacturing of transport equipment 0.2% Very negative -30.8% “ -35.1% I" -54.4% “"“
@9 Other manufacturing & recycling 0.2% Negative -6.4% -7.3% -11.4%
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Subject to change as more information becomes available

Identifying critical sectors for interventions (excl. interventions)*

Depending on the linkages and exposure of different sectors to the scenarios modelled, the impacts
below could be expected on GVA.

industry Base case before impact Mild Medium Severe
COVID-19 2020 gross value added change
Electricity 0.2% Very negative -15.7% -17.9% -27.7% []
Water 0.2% Very negative -6.7% -1.7% -12.0%
Construction 0.1% Very negative -16.9% -19.3% -29.9% II
Wholesale & retail trade 0.4% Slightly negative -2.7% -3.2% -5.1%
@ Catering & accommodation 0.4% Very negative -35.3% []] -40.3% il -62.5% [l
Transport 0.2% Very negative -15.5% -17.7% -27.4% []
. Communication 0.2% Very negative -18.5% -21.1% [ -32.7% 1]
Finance and insurance 0.8% Very negative -9.8% -11.3% -17.9%
Real estate 0.8% Negative -19.8% -22.6% I -35.4% I"
@ Business services 0.8% Negative -6.7% -7.8% -12.5%
S;’:/?éigovemme”t and personal 0.4% Slightly negative  [PRL -3.1% -5.0%
i?(: Tourism 0.4% Very negative -10.4% -11.9% -18.7%
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Conclusions from economic modelling results

The following conclusions from the economic modelling results are important for consideration in the
policy interventions.

1. Key countries where SA that will be exposed as a result of the reduction in export demand that will need support in some
form or alternative markets: China, Germany, US, UK, India

2. Key sector where SA that will be exposed as a result of the reduction in export demand that will need support in some
form or alternative markets: Platinum, gold, diamonds, iron ore and manganese ore, coal, vehicle exports,
machinery (laboratory equipment), steel, fruit

3. Key sectors that will be impacted by the reduction in demand due to the lockdown that will need support:
Accommodation, transport, finance and insurance. This is due to the size and number of linkages of these sectors to
the most severely impacted areas of the economy.

4. The most lasting and damaging impact on the economy is likely to come from the lack in business confidence and
resulting reduction in business investment. However, this is in response to reduced consumer demand

5. Between business uncertainty and consumer uncertainty, those two factors will be the key drivers leading to a so-
called L-shaped recovery.

6. Potential for job loss in the formal sector is significant. However, around 2.9 million jobs in the informal sector is also
on the line.

The possible economic consequences of COVID-19 for South Africa
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Principles for policy
Interventions:
flattening the
recession curve and
healing the economic
“scar tissue”’




A note on policy interventions

Both the economic consequences of and policy response to COVID-19, will lead to a significant
Increase in government debt levels, which will probably take longer to address than the MTBPS
period.

Where possible, interventions should be...

Primarily supply-side

interventions during

lockdown, thereafter
demand side

Be temporary and not
deviate from overall long-
term policy

Easily implementable in the
immediate short term

Targeted at immediate pain
points, timely

Impactful

*  Aggressive, decisive and *  Prioritise interventions with . Demand-side interventions . Easiest: interventions where *  Ensure time limit to prevent
immediate action is highest returns will be less effective during no legislative change is measures that are difficult to

imperative lockdown

First, support to healthcare
sector

Support workers,
businesses; ensure financial
stability:

Emergency assistance to
workers, firms, and
financial firms need to be
put in place quickly

Short term: compensate
negative effects on
corporate liquidity and
stability for banking
system

Prioritise sectors that are
the most vulnerable to job
losses and / or business
failure

Prioritise sectors and
interventions that
contribute most to job
creation and growth

The possible economic consequences of COVID-19 for South Africa

After lockdown, however,
demand side interventions
will be needed to get the
economy going again

required (or if so, these can
be changed by way of a
money bill)

Make use of existing
mechanisms

Build confidence through
dialogue and certainty

reverse and will create long-
term negative side-effects /
costs

Size of the response should

be relative to the severity of
the economic impact
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The information contained in this publication is provided for general information purposes only, and does not constitute the provision of legal or professional advice in
any way. Before making any decision or taking any action, a professional adviser should be consulted. No responsibility for loss to any person acting or refraining from
action as a result of any material in this publication can be accepted by the author, copyright owner or publisher. This publication has been prepared for general
guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this
publication, and, to the extent permitted by law, PricewaterhouseCoopers Inc, its subsidiary and associated companies and entities and their respective directors,
employees agents and subcontractors do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or
refraining to act, in reliance on the information contained in this publication or for any decision based on it.

It is not possible for PwC to assess with any certainty the implications of COVID-19 on the local and global economy, both generally in terms of how long the current
crisis may last and more specifically in terms of its impact on specific organisations. From the supply side of the economy, businesses are likely to face significant
operational challenges due to authorities implementing measures to contain and/or prevent the spread of COVID-19. From the demand side, purchasing activity of
goods and services may be significantly impacted. To the extent that PwC has attempted to form a view of the economic situation and the potential impact of COVID-19
thereon, the potential variation between the current view and actual results are likely to be materially greater than it might historically have been. The current view is
based on assumptions that are subject to revisions at any time due to the high level of uncertainty over key influencing factors.
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separate and independent legal entities that do not act as agents of PwWCIL or any other member firm, nor is PwCIL or the separate firms responsible or liable for the
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