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MEDIUM-TERM BUDGET – At first glance the budget is not convincing 
 

Key Points: 
 
➢ The deficit is at the upper end of the already very negative estimates at -4.3%.  
➢ Tax revenues undershoot the worst expectations.  
➢ The expected shortfall in tax collections in the current financial year jumped to R50.8bn 

(despite the R18bbn boost from tax increases in the 2016-17 budget). 
➢ The debt ratio projections are very concerning - the tax undershoot this year is far more 

than what most had expected and the Minister is talking about the expenditure ceiling 
being at risk. 

➢ There is no measure to curb expenditure. There is no plan on the revenue side (limited 
room for tax increases). 

➢ Minister Gigaba tries to paint a colourful picture and bets on external forces (global 
growth up) to bail him out. 

➢ This is outright negative. The Rand, already under pressure, lost about a percent against 
the Dollar on release and now trades at 13.99 and now at the lowest level of the year. 

➢ In the current strong USD/weak EM environment it is difficult to see the Rand recovering 
from here. 

➢ By forecasting a much wider fiscal deficit, the treasury also increased the borrowing plan 
significantly. The total increase is about R96bn for the next 2.5 years. For context, weekly 
issuance is about 3.5bn. 

 

Year Old (Rbn) New (Rbn) Change (Rbn) 

2017/2018 191.5 200.7 9 

2018/2019 195 231.8 37 

2019/2020 197 247.5 50 

 
➢ Base case is for S&P to downgrade SA domestic debt to SUB –IG on 24 November 2017. 
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Other specifics: 
 
➢ South Africa could not afford a nuclear programme given its current fiscal constraints, but 

nuclear was expected to remain part of the energy mix, Finance Minister Malusi Gigaba 
said. 

➢ National Treasury will seek input from the Davis Tax Committee on the feasibility of 
proposals to adjust the medical tax credit to fund its National Health Insurance (NHI), it 
said.  

➢ Fin 24 saying that a tax revolt may already be brewing in South Africa. This can be deduced 
from the medium-term budget policy statement (MTBPS) indicating that tax compliance 
concerns are mounting in the context of tax administration challenges and weakening tax 
morality. 

➢ More state-owned companies are due to default on their debt as their interest payments 
rise beyond their ability to pay it, National Treasury warns in its Medium-Term Budget 
Policy Statement (MTBPS) 
 

 Over the next three years, interest payments by state-owned companies are 
expected to increase by 40% from the current R49.8bn per year to R69.3bn per year. 

 National Treasury discloses that over the last five years the combined profitability 
of these entities, “measured by return-on-equity”, declined from 7.5% to an 
estimated 0.2% and a growing portion of their operating expenditure is funded 
through debt. 

 The R350bn guarantees to Eskom have been extended to 31 March 2023 to enable 
it to complete Medupi and Kusile and Eskom is expected to utilize the balance of the 
guarantees that is still available. 

 Plans are in place to sell a portion of its 39% stake in Telkom SA SOC Ltd., Africa’s 
biggest fixed-line operator, and buy it back later as it seeks to raise money to support 
state companies – it is worth about R11.2bn. 
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