
It gives me great pleasure to again present to 

South African citizens, shareholders and other 

stakeholders the annual report of the SARB for the 

financial year ended 31 March 2018. This report 

provides a comprehensive overview of the work 

of the SARB and its subsidiaries, as well as the 

summarised financial statements of the Group.

This past year was characterised by periods 

of heightened domestic political uncertainty. 

Nevertheless, the SARB remained focused on its 

primary objectives to achieve and maintain price 

and financial stability. During the reporting period, 

there was a marked improvement in inflation 

outcomes. Inflation was within the target range 

for the entire financial year, at an average of 4.7%, 

and it is expected to remain within the target range 

of 3–6% for the rest of the forecast period ending 

2020. The more benign inflation performance is 

attributable in part to the stronger currency and the 

dissipation of the impact of the drought on food 

prices. Although inflation reached a low of 3.8% 

in March, this is expected to be the bottom of the 

current cycle, as the impact of the value-added tax 

(VAT) increase and higher petrol prices is likely to 

be felt soon. 

An important focus of our activities was to get 

inflation expectations to decline and move closer 

to the mid-point of the target range. Inflation 

expectations are an important determinant of 

wage- and price-setting in the economy, and for 

a number of years these expectations have been 

stuck at the upper end of the target range. In the 

first quarter of 2018, we saw a marked moderation 

of these expectations in the various measures of 

expectations. While it is still too early to say that 

expectations have declined on a sustained basis, 

it is a promising development.

South Africa’s gross domestic product (GDP) 

growth surprised on the upside during 2017, 

having recorded growth of 1.3%. This despite 

a contraction in the first quarter. Although a 

stronger performance of around 1.7% is expected 

during 2018, growth is expected to remain below 

potential, and insufficient to make inroads into the 

high unemployment rate.

The combination of the improved inflation outlook 

and below-potential growth gave the MPC some 

room to ease the stance of monetary policy and 

provide some support at the margin to economic 

growth. In July 2017 and March 2018, the MPC 

reduced the repo rate by 25 basis points on each 

occasion to its current level of 6.5% per annum. 

In line with its strategic objective, the committee 

will remain focused on ensuring the headline 

inflation remains close to the mid-point of the 

inflation target range on a sustained basis. 

A detailed report on monetary policy and the 

rationale for the policy stance can be found on 

pages 26 to 32.

The SARB’s role in maintaining, promoting and 

enhancing financial stability has been given formal 

expression in the enactment of the FSRA in 

August 2017. The Act confers on the SARB an 

expanded regulatory role in the financial sector, 

at both the microprudential and macroprudential 

levels. In accordance with the Act, the Prudential 

Authority was officially established within the SARB 

on 1 April 2018.

While the banking system remains well capitalised 

and the financial system did not show significant 

signs of stress during the year, there were a 

number of well-publicised event risks, none of 

which were assessed to be systemic in nature. 

First, the announcement of an investigation into 

accounting irregularities at Steinhoff International 

Holding NV saw a collapse in its share price. 

While there may be some impact of a potential 

default on the company’s debt exposure on 

South Africa’s banking system, this exposure 

is relatively limited, and mainly concentrated in 

foreign banks. Second, a report on Capitec Bank 

and subsequent short-selling of the bank’s shares 

caused some volatility in the share price. However, 

the SARB’s view is that the bank is well capitalised 

and has ample liquidity.

Third, in March 2018, following signs of a severe 

liquidity crisis, the SARB placed VBS Mutual Bank 

under curatorship with the aim of protecting the 

interests of depositors. Subsequent to this step, 

the SARB has instituted a forensic investigation 

into possible fraud or material misstatements.
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At the time of publication of this annual report, the 

curatorship and the investigations were still underway. 

Given the size of VBS Mutual Bank and its limited 

interconnectedness with the rest of the financial sector, it 

is not assessed to pose a systemic risk.

The SARB was unfortunately not immune to attempts to 

undermine and capture state institutions. During the past 

year, the SARB faced challenges to its independence as 

well as to its ownership structure. Often the two issues 

are confused in people’s minds.

The challenge to the SARB’s primary mandate and 

monetary policy independence, which is enshrined in 

the Constitution, came from an unexpected source. 

The Public Protector, in her ruling on the legality of the 

SARB ‘lifeboat’ to Bankorp over 30 years ago, argued 

that Absa, as the purchasing bank, was liable to repay 

the facility. However, her binding remedial action called 

for a change in the SARB mandate, from price stability 

to one of “ensuring that the socio-economic well-being of 

the citizens are protected”. This would have required a 

Constitutional amendment. We challenged these findings 

and proposed remedial actions in court and the 

judgement went in our favour and the report was set 

aside. We will continue to vigorously defend challenges to 

our independence and Constitutional mandate, and we 

shall do so by drawing strength from fellow South 

Africans whose long-term interest inform our actions.

The proposed nationalisation of the SARB, by 

contrast, has little to do with our core mandate. Private 

shareholders currently have very limited rights, and have 

no role whatsoever in policymaking and execution. This is 

the preserve of the Governor and Deputy Governors, who 

are appointed by the President. While shareholders can 

vote for Board members, the majority of the Board is 

appointed by government. In any event, the Board itself 

is strictly a governance Board and plays no role in policy 

formulation. The SARB functions in the public interest; 

private shareholders and their representatives on the 

Board have no influence whatsoever on monetary policy, 

financial stability or banking regulation. Private 

shareholders do, however, represent an additional layer 

in the governance framework, and this helps strengthen 

accountability and transparency. Furthermore, 

shareholder-elected Board members add valuable 

expertise and inputs to the operations of the SARB.

Nationalising the SARB would also be expensive as its 

shares currently trade for much less than the price at 

which some existing shareholders are willing to sell their 

shares. The ‘buying-out’ of existing shareholders will 

therefore result in paying large sums of money to effect 

cosmetic changes that will have no bearing on the 

manner in which the SARB carries out its mandate 

or executes its policy responsibilities. Irrespective of 

shareholding structure, the primary mandate of the 

SARB and its independence will remain unchanged.

Despite these domestic challenges, the SARB has 

enjoyed some global recognition. I was honoured to be 

appointed as Chairperson of the International Monetary 

and Financial Committee, which is the policy advisory 

committee of the Board of Governors of the International 

Monetary Fund. Furthermore, I was named Central Bank 

Governor of the Year by Central Banking Publications. 

Although these honours were bestowed on me in person, 

they do not belong to me. They are a reflection of the 

people who stand behind me and a recognition of the 

SARB’s institutional strength. 

I am pleased to report that the SARB remained profitable 

for the fourth consecutive financial year. The Group 

recorded after-tax profit of R2.4 billion compared with 

R1.4 billion in the previous financial year. The SARB itself 

accounted for R1.4 billion of this total, while the remainder 

of this profit came from the South African Mint – mainly 

due to the successful 50-year anniversary campaign 

for the Krugerrand – and from ABHL. However, as we 

always note, the SARB does not have a profit-maximising 

objective, and our operations are conducted in pursuit of 

our mandate and objectives, in the interest of the country. 

We will, however, continue to strive for operational 

efficiency and good governance.

The SARB did not operate with a full Board for the 

past year. The terms of office of three government-

appointed non-executive directors expired during 2017. 

Dr Terence Nombembe was re-appointed for a further 

term in July 2017. Dr Tania Ajam was not available for 

re-appointment and Ms Maureen Manyama resigned at 

the end of July. The latter two positions were still vacant 

at financial year-end. With respect to shareholder-elected 

non-executive directors, Mr Rob Barrow, Prof Rochelle le 

Roux and Mr Gary Ralfe were all re-elected at the 2017 

AGM. The term of office of Mrs Venete Klein expires at 

the 2018 AGM and she has indicated that she is not 

available for re-election. A new Board member will 

therefore be elected by shareholders at the AGM from a 

shortlist compiled from nominations received by the Panel 

established in terms of the SARB Act.

This has once again been a difficult year, but the SARB 

has been able to contend with the challenges faced. This 

has been a strong team effort, and I would like to extend 

my sincere thanks and appreciation to the non-executive 

directors, the Deputy Governors and all employees for 

their hard work and commitment to this important 

institution. I have no doubt I can continue to rely on them 

for unwavering support and dedication in the execution of 

our mandate and objectives, in the interest of all South 

Africans.
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