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Overview
Ravi Bhatia
e We expect South Africa’s real GDP growth will rise to 1.1% in 2025 (after a subdued 0.5% in London
2024) and average 1.5% over 2026-2028, as reforms to electricity and other sectors support 44-20-7176-7113
growth. ravi.bhatia

@spglobal.com
e In the first half of fiscal 2025 (year ending March 31, 2026), fiscal revenue has outperformed
budgeted targets, and we expect the government to post its third successive year of primary Secondary Contact
surpluses. Given improving tax collections and expenditure constraints, we expect fiscal Benjamin J Young
consolidation to continue through to fiscal 2028. Dubai
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e Contingent liabilities will ease as state-owned enterprises (SOEs) are likely to require less o
benjamin.young

financial support going forward. @spglobal.com

o We therefore raised our foreign currency long-term sovereign credit rating on South Africa to

) PPN \are ‘ l .
'BB' from 'BB-' and our local currency long-term sovereign credit rating to 'BB+' from 'BB'. We Research Contributor

also affirmed our 'B' short-term foreign and local currency sovereign credit ratings on South Purnima Nair
Africa. CRISIL Global Analytical Center,
an S&P Global Ratings affiliate
e The outlook is positive. Mumbai
Rating Action

On Nov. 14, 2025, S&P Global Ratings raised its foreign currency long-term sovereign credit rating
on South Africa to 'BB' from 'BB-' and its local currency long-term sovereign credit rating to 'BB+'
from 'BB'. The outlook is positive. At the same time, we raised our Transfer & Convertibility
assessment on the sovereign to 'BBB-' from 'BB+'. We also affirmed our 'B' short-term foreign
and local currency sovereign credit ratings and our 'zaAAA/zaA-1+' long-term and short-term
national scale ratings on South Africa.
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South Africa Foreign Currency Rating Raised To 'BB'; Local Currency Rating Raised To 'BB+'; Outlook Positive

Outlook

The positive outlook reflects the potential for further improvements in fiscal metrics and
government debt stabilization if the coalition government continues its fiscal consolidation. The
outlook also reflects the possibility of stronger growth than we currently expect, despite trade-
and tariff-related headwinds, if the authorities accelerate economic reforms while addressing
infrastructure pressures.

Downside scenario

We could revise the outlook to stable if ongoing economic and governance reforms do not
progress, resulting in a deterioration of economic growth rates or higher-than-expected fiscal
deficits and interest burden. This could result, for example, from constraints in critical
infrastructure.

Upside scenario

We could raise the ratings if fiscal imbalances reduce more significantly than we currently expect,
supported by an improving track record of effective reforms that further strengthen economic
growth and further reduce contingent liabilities.

Rationale

The upgrade reflects South Africa’s improving growth and fiscal trajectory, alongside the
reduction in contingent liabilities largely tied to performance improvements at the state-
owned electricity utility, Eskom. The government is on track to post its third annual primary
surplus (revenue minus expenditure, excluding interest payments on debt) in fiscal 2025 (year
ending March 31, 2026), while contingent liabilities are likely to ease as state-owned electricity
utility, Eskom, is being reformed. Eskom has posted its first profit in eight years and is therefore
likely to require less financial support going forward.

General government revenues are forecast to outperform budgeted numbers for fiscal 2025,
despite the government having revised down its GDP growth forecasts since the May 2025
budget. This is due to strong value-added tax (VAT) and corporate income tax receipts, which
have exceeded estimates, alongside higher-than-expected tax buoyancy rates. We expect the
general government fiscal deficit will fall to 4.7% of GDP in fiscal 2025 and then continue falling to
3.3% of GDP by 2028, with primary surpluses being maintained annually, and general government
debt, net of liquid assets, standing at 75% of GDP by 2028.

Broad reform momentum has picked up pace. In 2025, the government launched the second
phase of “Operation Vulindlela”, which focuses on reforms in electricity, local government, digital
transformation, visa regimes, spatial inequality, water, and logistics. The electricity sector has
seen significant reforms and a sharp improvement in levels of energy supply, with load shedding
down sharply from previous years and no load shedding having been witnessed in the last 170
days. Eskom also posted its first profit in eight years, highlighting the improvements.
Nevertheless, issues around arrears owed to Eskom by municipalities continue to pose
significant risks to its turnaround. Reforms of the state-owned rail and port utility, Transnet, are
also ongoing, with 11 private sector operators having been short-listed to assist in the running of
rail routes. However, it continues to post losses and continues to require some support as well as
government guarantees.
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The Ministry of Finance, in agreement with the South African Reserve Bank (SARB), has revised
the inflation target down to 3% (with a +/- 1 percentage point tolerance band). Although
resulting lower nominal GDP growth could lead to lower nominal revenue collection and
constrained real GDP growth due to tighter monetary policy, this is likely to be more than offset
by lower borrowing costs and lower inflation-linked expenditures, such as the government wage
bill (which are largely consumer price index-linked).

The ratings on South Africa benefit from the country’s sizable and sophisticated financial
system, which provides a deep funding base for the government. The country also has relatively
strong institutions with good checks and balances, with an independent central bank, the (SARB).
The ratings continue to be constrained by relatively low GDP per capita and low GDP growth, as
well as still-sizable fiscal deficits and government debt levels.

Institutional and economic profile: Growth prospects depend on
reforms to address lackluster growth and infrastructure shortfalls

e The Government of National Unity (GNU) coalition government, formed after the elections in
May 2024, has seen some infighting, but has held together, which bodes well for broad policy
continuity and enhanced reform momentum.

o While electricity load-shedding constraints are much less acute than in previous years, other
infrastructure shortfalls, including those related to rail lines and at ports, continue to limit
growth potential.

e InApril 2025, the U.S. administration imposed a 30% tariff rate on non-mineral imports from
South Africa, but negotiations to reduce them are ongoing.

At the most recent general elections in May 2024, the African National Council (ANC) lost its
majority for the first time since majority rule in 1994. The ANC (with 40.2% of the vote) then
formed a broad GNU coalition with 10 parties, including the second largest, the Democratic
Alliance, which previously was in opposition. The election results highlighted widespread public
frustration over poor economic conditions, poor service delivery, the legacy of state capture, and
high inequality and unemployment.

Since the elections, despite significant disagreements at times, the GNU coalition has held, and
has brought reform impetus into the government, with it attempting to revive growth and
maintain fiscal discipline while navigating coalition politics. It established a nine-point agenda to
address basic infrastructure and service delivery shortfalls and weak investments, while
gradually narrowing fiscal deficits. In February 2025, the GNU agreed to the parameters of a five-
year medium-term development plan (MTDP), and reached a compromise over planned National
Health Insurance (NHI) by postponing its funding plan to after the 2029 election. Despite
disagreements, in January 2025, it passed the Land Expropriation Act, which permits land
expropriation without compensation in certain circumstances, while heated debates over
increases in the VAT led to the fiscal 2025 budget being postponed to May 2025 from February.
Nevertheless, a compromise was reached, and it was eventually passed.

Attempts by the populist opposition parties, uMkhonto weSizwe, led by former president, Jacob
Zuma, and Economic Freedom Fighters to block legislation remain constant, and if the current
coalition collapses, less reform-minded parties could possibly join the coalition with the ANC--an
outcome preferred by some on the left of the ANC. This could have a detrimental impact on
growth and fiscal consolidation, and remains a downside risk.

We expect real GDP growth to pick up slightly to 1.1% this year, from 0.5% in 2024, as more private
sector-driven electricity supply comes onstream and provided last year’s drought is not
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repeated, but growth will be constrained by global tariff related risks and infrastructure
shortcomings. Electricity loadshedding peaked in 2023, and electricity shortages have been far
less acute since then, but logistics bottlenecks on railway capacity and port operations continue
to affect activity across several sectors, especially export-oriented ones.

We forecast slightly higher GDP growth of 1.5% on average over 2026-2028, partly supported by
lower interest rates and the recent establishment of a two-pot retirement system, which allows
people to partially withdraw funds from their retirement accounts and should help boost
household consumption. Nevertheless, per capita GDP growth is forecast to average 0.6%, below
peers', and is insufficient to materially raise living standards or lower unemployment, which
currently stands at 33%. Our GDP growth projections over 2025-2028 (averaging 1.4%) are slightly
lower than the government’s (which average 1.6%), largely because of our less-supportive view on
investment, with upward revisions depending upon the pace of reform momentum.

Given the inclusion of some reform-minded parties in the GNU alongside the ANC, the
government is aiming to accelerate growth and business-friendly reforms and improve services
delivery. This assumes that the coalition holds and compromises continue to be achieved. Efforts
to realize private participation and public-private partnerships in the railway, ports, power, and
water sectors, and to strengthen the regulatory environment could boost investment beyond our
expectations.

In early April 2025, the U.S. imposed a global minimum import tariff of 10% and an additional 20%
on South Africa specifically (totaling 30%). However, discussions on a possible trade deal are
ongoing, and minerals, which make up over half of exports to the U.S., are exempt from tariffs.
South Africa’s exports to the U.S. stand at around $20 billion, while the trade surplus with the
U.S. is $8.8 billion. This includes $1.8 billion of automotive exports that are now subject to a
separate 25% tariff on autos and auto parts. Furthermore, the U.S.’s African Growth and
Opportunity Act (AGOA), which offered tariff-free exports to the U.S. for the entire African
continent, lapsed in September 2025. Whether it will be renewed is unclear, although discussions
in the U.S. Congress are ongoing. We expect negotiations with the U.S. to continue and the
impact on South Africa’s GDP growth and exports to be limited primarily to the auto sector, which
had been troubled even before the tariff situation.

Over and above tariffs, diplomatic relations with the U.S. have also become more complicated. In
February 2025, the U.S. government decided to suspend much of its aid and bilateral support to
South Africa, arguing that the country’s recently passed “Land Expropriation Bill” was
discriminating against the country’s Afrikaner community. The U.S. also decided to permit
Afrikaners to apply for refugee status, with the first batch of about 50 refugees having arrived in
the U.S. in late May. The U.S. government will likely not be sending senior cabinet representatives
to the G20 Summit of the world’s largest economies, being held in South Africa in November
2025, citing discrimination against Afrikaners as one reason. However, discussions with the U.S.
on a wide range of topics are ongoing, with the U.S. being interested in minerals, especially rare-
earth minerals.

Flexibility and performance profile: Public debt levels will remain
elevated given expenditure pressures, but fiscal consolidation will
ensue

o We forecast gross general government debt to peak at 79% of GDP in fiscal 2025 before falling
slightly to 77% by fiscal 2028, as fiscal consolidation continues.
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e South Africa is overall a net external creditor, with net external assets standing at 71% of GDP
in 2025. We nevertheless expect the country to post current account deficits averaging 1.7% of
GDP over 2025-2028.

e We consider South Africa's monetary flexibility, the freely floating exchange rate, and the
country's deep financial markets to be significant credit strengths. Plans to amend the
inflation target down to 3% should help boost consumption and assist in lowering government
borrowing costs over the medium term.

The Treasury’s Medium Term Budget Policy Statement (MTBPS), released Nov. 12, lowered
estimates for GDP growth for 2025, but noted that tax revenue has outperformed the May budget
forecasts. Meanwhile, expenditure has remained in check, leading to the government estimating
a third straight year of primary surpluses and an estimated general government deficit of 4.5%
for fiscal 2025. The government aims to keep maintaining primary surpluses and narrow its
general government deficit to 2.9% of GDP by fiscal 2028.

We forecast the general government deficit will stand slightly higher at 4.7% of GDP in 2025 and
average 3.5% of GDP in 2026-2028, while the change in general government debt will average
4.1% of GDP over 2025-2028. The change in general government debt factors in non-budgeted
expenditures and revenues, including potentially higher wages, additional transfers to SOEs, the
possible extension of the Social Relief of Distress grant, as well as transfers to the fiscus from
the Gold and Foreign Exchange Contingency Reserve Account (GFECRA).

Overall, we believe the government is committed to achieving primary surpluses and fiscal
consolidation, and we note its plans to establish more formal fiscal rules from 2026 onward tied
to imposing budgetary and debt ceilings. However, spending pressures will limit the fall in the
level of general government debt through to 2028.We expect general government debt, net of
liquid assets, will peak at 76% of GDP in fiscal 2025, then fall slightly to 75% by fiscal 2028.
Despite forecasted lower issuance rates, overall debt servicing costs are still a sizable fiscal
burden. We expect interest costs will average about 18.3% of government revenue over fiscal
years 2025-2028.

Although general government debt stocks and refinancing needs remain significant, deep
domestic capital markets and increasing concessional financing from multilateral institutions
provide adequate funding sources for the government. Foreign-currency-denominated debt
remains low, at about 1% of the government's total, limiting sensitivity to currency movements.
Domestic banks' exposure to the government has risen to over 15% of total assets, from less than
10% in 2015. Nevertheless, this remains lower than that of peers such as Brazil, Mexico, and
Turkiye, and we think domestic banks can continue absorbing government debt. We expect
foreign currency debt to increase modestly with potential Eurobond issuances and concessional
financing from international financial institutions such as the World Bank and African
Development Bank, but the bulk of fiscal financing will be undertaken in the domestic market,
limiting foreign exchange risks.

We view South Africa's contingent liabilities as significant. The government has provided a stock
of guarantees to SOEs worth ZARG63 billion (8.6% of 2025 GDP) as of March 31, 2025. Guarantees
to Eskom constituted the largest part, amounting to over half of total guarantees. The
government also granted a total of ZAR192.8 billion (2.5% of GDP) in available guarantees to
Transnet in May and July 2025, which the rail, port, and pipeline operator has in part been
utilizing for refinancing its debt, funding capital expenditure, and improving its liquidity.
Transnet's total debt stood at ZAR142.1 billion (1.8% of GDP) as of March 31, 2025. In recent years,
the government has also settled guaranteed loans and recapitalized South African Airways,
defense equipment company Denel, and Land Bank.
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Over and above the provided guaranteed framework, the government announced a large support
package for Eskom in February 2023 of ZAR254 billion (about 3.5% of GDP). The relief was
earmarked for Eskom to repay debt and meet financing needs over fiscal years 2023-2025. By
March 31, 2025, the government had advanced ZAR140 billion in debt relief to Eskom.
Nevertheless, Eskom posted its first annual profit in several years, and ongoing reforms should
reduce the need for further government transfers.

We forecast that South Africa's current account deficit will average 1.7% of GDP over 2025-2028,
following a small deficit of 0.7% in 2024. Strong metals prices (partly due to global tariff-related
tensions) have been supporting the merchandise trade account in 2025, but this has been partly
offset by the U.S. tariffs and global demand weakness. Nevertheless, South Africa's overall net
external asset position and moderate gross external debt provide buffers against external stress.
Nonresident holdings of local currency government debt stand at about 26% of the total, down
from 40% in 2017. We expect nonresident holdings to remain near that level despite tariff-related
uncertainty, a level which does not pose a significant risk.

Inflation stood at 4.4% in 2024 and is forecast to fall to 3.4% in 2025. Falling inflation and
stronger exchange rates have supported the SARB’s decision to cut interest rates by a
cumulative 125 basis points to 7.0%, since it began its rate cutting cycle in September 2024, with
the next Monetary Policy Committee meeting due in November. The SARB's proactive monetary
policy response has led to falls in inflation, which we expect to remain close to its new target of
3% in 2025-2028, but global tariffs could pose risks. The rand is expected to remain relatively
strong, partly due to weak dollar dynamics and terms-of-trade.

The removal of South Africa from the Financial Action Task Force (FATF) grey list in October 2025
will support market sentiment and lower compliance- and administration-related costs for banks'
correspondent banking activities. We forecast financial sector lending growth in 2025-2028 to
exceed nominal GDP growth, at about 8%. The recent cuts to the SARB rates and easing of credit
conditions should support household consumption and the mortgage market. At the same time,
U.S. tariffs will not affect credit losses significantly because banks’ exposures to the affected
sectors are limited. We expect the credit loss ratio will remain stable, at 90 bps in 2026. Similarly,
nonperforming loans will improve toward 4.1% of total loans in 2026 from an estimated 4.5% in
2025. We expect resilient financial performance for South African banks, supported by banks'
diversified business models, stable share of noninterest income, lower provisions, and higher
credit growth, and we expect banks to remain well capitalized. The South African banking sector
is exposed to concentrated short- and medium-term wholesale funding from nonbank financial
institutions. However, in a crisis, rand liquidity largely remains in the country because of resident
repatriation limits, which mitigate banks' exposures to institutional funding.

South Africa--Selected Indicators

2019 2020 2021 2022 2023 2024 2025bc 2026bc 2027bc  2028bc

Economic
indicators (%)

Nominal GDP (bil. ~ 5,625.2 5,562.8 6,206.8 6,666.6 7,037.7 73525 7,730.4 8,151.3  8,605.7 9,101.9
ZAR)

Nominal GDP (bil. 389.3 338.3 419.8 407.0 381.2 401.2 431.3 469.8 481.4 498.1
$)

GDP per capita 6.6 5.7 7.0 6.7 6.2 6.4 6.8 7.4 7.5 7.7
(000s $)

Real GDP growth 0.3 (6.2) 4.9 2.1 0.8 0.5 11 1.4 1.5 1.7
Real GDP per (1.5) (7.5) 4.0 1.3 . (1.5) 1.0 0.4 0.5 0.7

capita growth
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South Africa--Selected Indicators

Real investment (1.7) (14.8) (0.9 5.9 3.0 (3.9 (2.5) 1.7 3.0 3.4
growth

Investment/GDP 15.8 12.4 12.8 16.7 15.8 14.2 14.4 14.3 14.5 14.8
Savings/GDP 13.2 14.3 16.6 15.4 14.7 13.6 131 12.9 12.8 12.7
Exports/GDP 27.2 27.6 31.2 33.5 33.3 31.8 30.7 30.7 30.6 30.5
Real exports (3.3) (12.0) 9.7 7.8 5.1 (2.8) (1.3) 2.2 2.4 2.5
growth

Unemployment 28.7 29.2 34.3 33.5 32.4 32.6 31.9 31.5 31.0 30.0
rate

External

indicators (%)

Current account (2.6) 2.0 3.7 0.3) (1.1 (0.7) (1.4) (1.4) (1.7) (2.1
balance/GDP

Current account (8.6) 6.4 10.7 (0.9) (2.9) (1.8) (4.0 (4.1 (5.1 (6.2)
balance/CARs

CARs/GDP 30.2 31.0 34.8 37.3 37.4 35.6 34.2 33.9 33.7 33.5
Trade 0.7 5.2 7.3 3.5 2.0 2.9 2.2 2.0 1.8 15
balance/GDP

Net FDI/GDP 0.5 1.5 9.5 17 1.8 0.9 1.0 1.0 1.0 1.0
Net portfolio 0.3 0.9 (11.0) (2.0) (1.4) (1.5) (0.6) (0.3) (0.3) (0.3)
equity inflow/GDP

Gross external 108.5 95.5 89.9 95.5 97.5 94.2 97.1 96.8 97.3 97.9
financing

needs/CARs plus

usable reserves

Narrow net 48.3 27.7 16.7 20.8 17.8 20.8 21.7 20.7 20.9 21.2
external

debt/CARs

Narrow net 44.5 29.5 18.7 20.6 17.3 20.4 20.9 19.9 19.9 20.0
external

debt/CAPs

Net external (35.2) (124.2) (80.1) (62.6) (79.3) (77.5) (71.0) (61.2) (54.3) (47.0)
liabilities/CARs

Net external (32.4) (132.6) (89.8) (62.1) (77.9) (76.1) (68.3) (58.8) (51.7) (44.2)
liabilities/CAPs

Short-term 47.4 52.2 32.2 28.8 35.7 33.2 35.8 32.0 31.3 30.5
external debt by

remaining

maturity/CARs

Usable 4.8 6.8 4.7 4.2 4.9 5.1 5.1 4.7 4.6 4.5
reserves/CAPs

(months)

Usable reserves 55,122.0 51,241.0 54,185.0 60,016.0 62,009.0 64,950.0 64,777.5 65,247.3 66,210.2 67,206.3
(Mil. $)

Fiscal indicators

(general

government %)

Balance/GDP (5.1 (10.0) (4.7) 8.7 (4.4) (4.9) (4.7) (3.8) (3.5) (8.3
Change in net 8.7 101 6.5 7.3 7.9 5.6 5.0 2.8 45 4.0
debt/GDP

Primary (1.5) (5.8) (0.4) 1.0 0.6 0.4 0.6 15 1.7 1.8
balance/GDP

Revenue/GDP 27.0 25.4 28.3 28.5 27.7 27.8 28.3 28.6 28.6 28.7
Expenditures/GDP 321 35.3 33.0 32.2 321 32.6 33.0 32.4 321 32.0
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South Africa--Selected Indicators

Interest/revenues 13.5 16.5 15.3 16.2 18.3 18.9 18.8 18.6 18.0 17.8
Debt/GDP 58.9 71.5 69.5 .7 751 77.8 791 77.8 78.2 77.9
Debt/revenues 218.1 281.9 2457 251.6 271.2 280.5 279.3 271.9 273.4 271.4
Net debt/GDP 54.7 65.5 65.2 68.0 72.3 74.8 76.1 75.0 75.6 75.4
Liquid assets/GDP 4.2 6.0 4.3 3.7 2.8 3.1 2.9 2.8 2.6 2.5
Monetary

indicators (%)

CPI growth 4.0 3.3 4.5 6.9 5.9 4.4 3.4 3.5 3.4 3.4
GDP deflator 4.6 5.4 6.4 5.2 4.7 3.9 4.0 4.0 4.0 4.0
growth

Exchange rate, 14.0 14.6 15.9 17.0 18.6 18.7 17.3 17.6 18.2 18.5

year-end (ZAR/$)

Banks' claims on 6.1 2.4 5.6 9.8 3.4 22.3 7.5 8.0 8.0 8.0
resident non-gov't
sector growth

Banks' claims on 71.0 73.5 69.6 711 69.6 81.4 83.3 85.3 87.2 89.1
resident non-gov't
sector/GDP

Foreign currency N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
share of claims by

banks on

residents

Foreign currency 6.6 5.7 6.1 5.9 6.6 6.6 6 6 6 6.00
share of

residents' bank

deposits

Real effective (3.2) 9.2) 9.3 (2.0) (8.2) 3.9 N/A N/A N/A N/A
exchange rate
growth

Sources: Statistics South Africa, IMF (economic indicators), South African Reserve Bank, IMF (external indicators); The
National Treasury (fiscal indicators); IMF, South African Reserve Bank (monetary indicators).

Adjustments: General government debt adjusted by including guaranteed debt of South African Airways.

Definitions: Savings is defined as investment plus the current account surplus (deficit). Investment is defined as expenditure
on capital goods, including plant, equipment, and housing, plus the change in inventories. Banks are other depository
corporations other than the central bank, whose liabilities are included in the national definition of broad money. Gross
external financing needs are defined as current account payments plus short-term external debt at the end of the prior year
plus nonresident deposits at the end of the prior year plus long-term external debt maturing within the year. Narrow net
external debt is defined as the stock of foreign and local currency public- and private- sector borrowings from nonresidents
minus official reserves minus public-sector liquid claims on nonresidents minus financial-sector loans to, deposits with, or
investments in nonresident entities. A negative number indicates net external lending. N/A- Not applicable. ZAR--South
African rand. CARs--Current account receipts. FDI--Foreign direct investment. CAPs--Current account payments. The data
and ratios above result from S&P Global Ratings' own calculations, drawing on national as well as international sources,
reflecting S&P Global Ratings' independent view on the timeliness, coverage, accuracy, credibility, and usability of available
information.

South Africa--Rating Component Scores

Key rating

factors Score Explanation

Institutional 4 South Africa's political structure is clearly defined, and checks and balances are strong, with division of power and an independent

assessment judiciary. South Africa also benefits from a free press and deep financial markets. Nevertheless, perceived levels of graft are high, and
there is reduced predictability of policy responses due to parts of the population desiring more economic participation and land. Funding
requirements for new policy priorities and redistribution could weaken support for sustainable public finances and undermine economic
growth

Economic 5 Based on GDP per capita (US$) and growth trends as per Selected indicators in Table 1.

assessment

Weighted-average real GDP per capita trend growth over a 10-year period is well below that of sovereigns in the same GDP category.
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South Africa--Rating Component Scores

Key rating

factors Score Explanation

External 2 Based on narrow net external debt, as per Selected indicators in Table 1.

assessment
We consider the South African rand an actively traded currency, accounting for about 1% of global foreign exchange market turnover.

Fiscal 5 Based on the change in net general government debt (% of GDP), as per Selected indicators in table 1.

assessment:

flexibility and

performance

Fiscal 6 Based on net general government debt (% of GDP) and general government interest expenditure (% of general government revenue), as

assessment: per Selected indicators in table 1.

debt burden
We classify contingent liabilities as moderate under our criteria (on a scale of limited, moderate, high, and very high), given significant
financial pressures at state-owned utility Eskom and other state-owned enterprises

Monetary 2 The rand is a free-floating currency.

assessment
The central bank has a track record of independence and uses market-based monetary instruments such as a repurchase agreement
rate; consumer price index as per Selected Indicators in table 1. The central bank has the ability to act as lender of last resort for the
financial system.

Indicative bb+

rating

Notches of -1 The negative notch of flexibility reflects that economic pressures on GDP per capita remain (noting the very high exchange rate

supplemental volatility), and could be exacerbated by headwinds to growth stemming from infrastructure bottlenecks. The notch also captures the risk

adjustments around the rand’s status as an actively traded currency. Its share of global foreign exchange turnover stands at around 1%, and is

and flexibility therefore currently considered an actively traded currency.

Final rating

Foreign BB

currency

Notches of 1 Default risks apply differently to foreign- and local-currency debt. South Africa has well-developed domestic capital markets and an

uplift independent monetary policy with a track record of a free-floating exchange rate, and a very active local fixed-income market with
secondary market trading. Foreign participation in rand- denominated debt suggests the depth of the market and its diverse investor
base

Local currency BB+

S&P Global Ratings' analysis of sovereign creditworthiness rests on its assessment and scoring of five key rating factors: (i) institutional assessment; (ii) economic
assessment; (iii) external assessment; (iv) the average of fiscal flexibility and performance, and debt burden; and (v) monetary assessment. Each of the factors is
assessed on a continuum spanning from 1 (strongest) to 6 (weakest). S&P Global Ratings' "Sovereign Rating Methodology," published on Dec. 18, 2017, details how we
derive and combine the scores and then derive the sovereign foreign currency rating. In accordance with S&P Global Ratings' sovereign ratings methodology, a
change in score does not in all cases lead to a change in the rating, nor is a change in the rating necessarily predicated on changes in one or more of the scores. In
determining the final rating the committee can make use of the flexibility afforded by §15 and §§126-128 of the rating methodology.

Related Criteria

e General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,

2021

e Criteria | Governments | Sovereigns: Sovereign Rating Methodology, Dec. 18, 2017

e (General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

e General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

e General Criteria: Methodology: Criteria For Determining Transfer And Convertibility

Assessments, May 18, 2009
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Related Research

e Sovereign Ratings Score Snapshot, Nov. 6, 2025

e Global Sovereign Rating Trends Third-Quarter 2025, Oct. 21, 2025

e Sovereign Ratings List, Oct. 21, 2025

e Sovereign Ratings History, Oct. 21, 2025

e Sovereign Risk Indicators, Oct. 9, 2025. Interactive version available at
http://www.spratings.com/ratings/sri

e Sovereigns Are Likely To Weather The Direct Impact Of Trade Tensions While Secondar
Effects Loom, April 24, 2025

e 2024 Annual Global Sovereign Default And Rating Transition Study, March 24, 2025

e Banking Industry Country Risk Assessment: South Africa, July 31, 2024

e The Pros And Cons Of South Africa Tapping Into The SARB's Paper Profits, Feb. 28, 2024

In accordance with our relevant policies and procedures, the Rating Committee was composed of
analysts that are qualified to vote in the committee, with sufficient experience to convey the
appropriate level of knowledge and understanding of the methodology applicable (see "Related
Criteria"). At the onset of the committee, the chair confirmed that the information provided to the
Rating Committee by the primary analyst had been distributed in a timely manner and was
sufficient for Committee members to make an informed decision.

After the primary analyst gave opening remarks and explained the recommendation, the
Committee discussed key rating factors and critical issues in accordance with the relevant
criteria. Qualitative and quantitative risk factors were considered and discussed, looking at track-
record and forecasts.

The committee’s assessment of the key rating factors is reflected in the Rating Component
Scores above.

The chair ensured every voting member was given the opportunity to articulate his/her opinion.
The chair or designee reviewed the draft report to ensure consistency with the Committee
decision. The views and the decision of the rating committee are summarized in the above
rationale and outlook. The weighting of all rating factors is described in the methodology used in
this rating action (see "Related Criteria").

Ratings List

Ratings List

Upgraded

To From

South Africa

Sovereign Credit Rating

Foreign Currency BB/Positive/B BB-/Positive/B

Local Currency BB+/Positive/B BB/Positive/B

Transfer & Convertibility Assessment

Local Currency BBB- BB+
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Ratings List
Senior Unsecured BB+ BB
Senior Unsecured BB BB-

Ratings Affirmed

South Africa

Sovereign Credit Rating

South Africa National Scale zaAAA/--/zaA-1+

Senior Unsecured zaAAA

Regulatory Disclosures

e Primary credit analyst: Ravi Bhatia, Director and Lead Analyst
e Rating committee chairperson: Christian Esters
e Date initial rating assigned: Oct. 3, 1994

e Date of previous review: May 16, 2025

Disclaimers

This rating has been determined by a rating committee based solely on the committee's
independent evaluation of the credit risks and merits of the issuer or issue being rated in
accordance with S&P Global Ratings published criteria and no part of this rating was influenced
by any other business activities of S&P Global Ratings.

This credit rating is solicited. The rated entity did participate in the credit rating process. S&P
Global Ratings did have access to the accounts, financial records and other relevant internal,
non-public documents of the rated entity or a related third party. S&P Global Ratings has used
information from sources believed to be reliable but does not guarantee the accuracy, adequacy,
or completeness of any information used.

Materials Used In The Credit Rating Process: Sufficient information in general consists of both (i)
financial statements that describe the Issuer's financial condition, results of operations and
cash-flows, and (ii) a description of the activities and obligations of the entity including of its
governance and legal structure.

This credit rating was disclosed to the rated entity or related third party before being issued.

S&P Global Ratings' regulatory disclosures (PCRs) are published as of a point-in-time, which is
current as of the date a Credit Rating Action was last published. S&P Global Ratings updates the
PCR for a given Credit Rating to include any changes to PCR disclosures only when a subsequent
Credit Rating Action is published. Thus, disclosure information in this PCR may not reflect
changes to data within PCR disclosures that can occur over time subsequent to the publication
of a PCR but that are not otherwise associated with a Credit Rating Action. Note that there may
be instances where the PCR reflects an updated Ratings Model version in business use as of the
date of the last Credit Rating Action although use of the updated Ratings Model was deemed
unnecessary to produce that Credit Rating Action. For example, this may occur in the case of
event-driven reviews where the event being assessed is considered to be not relevant to running
the updated Ratings Model version. Note also that, in accordance with applicable regulatory
requirements, S&P Global Ratings evaluates the impact of material changes to Ratings Models
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and, where appropriate, issues revised Credit Ratings where necessitated by the updated Ratings
Model.

Glossary

e Consumer price index (CPI): Index of prices of a representative set of consumer goods
regularly bought by a typical household.

e Current account balance: Exports of goods and services minus imports of the same plus net
factor income plus official and private net transfers.

e Current account receipts (CAR): Proceeds from exports of goods and services plus factor
income earned by residents from non-residents plus official and private transfers to residents
from non-residents.

e Dateinitial rating assigned: The date S&P Global Ratings assigned the long-term foreign
currency issuer credit rating on the entity.

e Date of previous review: The date S&P Global Ratings last reviewed the credit rating on the
entity.

e Debt burden assessment: Reflects a sovereign's prospective debt level, as indicated by the
general government debt relative to GDP (including assessment of contingent liabilities), the
interest cost of the debt relative to general government revenue, and debt structure and
funding access.

e Depository corporation claims: Claims from resident depository corporations (excluding those
of the central bank) on the resident nongovernment sector.

e Economic assessment: Based on the analysis of economic structure and growth prospects.
Reflects income levels (GDP per capita), economic growth prospects, and economic diversity
and volatility.

e ESG credit factors: Those environmental, social, and governance (ESG) factors that can
materially influence the creditworthiness of a rated entity or issue and for which we have
sufficient visibility and certainty to include in our credit rating analysis. These credit factors
can have a negative or positive impact on creditworthiness, depending on whether they
represent a risk or an opportunity.

e External assessment: Based on the analysis of external liquidity and international investment
position as well as the status of a sovereign's currency in international transactions. Reflects a
country's ability to obtain funds from abroad necessary to meet its public- and private-sector
obligations to non-residents.

e Fiscal performance and flexibility assessment: Reflects the sustainability of sovereign's fiscal
deficits. Based on the prospective change in general government debt, calculated as a
percentage of GDP, taking into account long-term trends and a government's fiscal flexibility
and vulnerabilities.

e Foreign direct investment (FDI): Direct investment by non-residents.
e GDP per capita: GDP divided by population.

e (General government: Aggregate of the national, regional, and local government sectors,
including social security and other defined benefit public-sector pension systems, and
excluding intergovernmental transactions.

www.spglobal.com/ratingsdirect November 14, 2025

12



South Africa Foreign Currency Rating Raised To 'BB'; Local Currency Rating Raised To 'BB+'; Outlook Positive

e General government debt: Debt incurred by national, regional, and local governments and
central bank debt.

e General government interest: Interest payments on general government debt.

e General government liquid financial assets: General government deposits in financial
institutions (unless the deposits are a source of support to the recipient institution), widely
traded securities, plus minority arms-length holdings of incorporated enterprises that are
widely traded plus balances of defined-benefit government-run pension plans or social
security funds (or stabilization or other freely available funds) that are held in bank deposits,
widely traded securities, or other liquid forms.

e Gross domestic product (GDP): Total market value of goods and services produced by resident
factors of production.

e (Gross external financing needs: Current account payments plus short-term external debt at
the end of the prior year, including non-resident deposits at the end of the prior year plus long-
term external debt maturing within the year.

e |Institutional assessment: An analysis of how a government's institutions and policymaking
affect a sovereign's credit fundamentals by delivering sustainable public finances, promoting
balanced economic growth, and responding to economic or political shocks. Reflects the
effectiveness, stability, and predictability of the sovereign's policymaking and political
institutions; transparency and accountability of institutions, data, and processes; the
sovereign's debt payment culture; and security risks.

e Monetary base: Local currency in circulation plus the monetary authority's local currency
liabilities to other depository corporations.

o Monetary assessment: The extent to which a sovereign's monetary authority can fulfil its
mandate while supporting sustainable economic growth and attenuating major economic or
financial shocks. Based on the analysis of the sovereign's ability to coordinate monetary policy
with fiscal and other economic policies to support sustainable economic growth; the credibility
of monetary policy, and the effectiveness of market-oriented monetary mechanisms.

e Narrow net external debt: Stock of foreign and local currency public- and private-sector
borrowings from non-residents minus official reserves minus public-sector liquid claims on
non-residents minus financial sector loans to, deposits with, or investments in non-resident
entities.

o Net general government debt: General government debt minus general government liquid
financial assets.

o Net external liabilities: Total public- and private-sector liabilities to non-residents minus total
external assets.

o Official reserves: Monetary authority liquid claims in foreign currency (including gold) on
nonresidents.

o Real GDP per capita: Constant-price per capita GDP.
e Terms of trade: Price of goods exports relative to price of goods imports.

e Usable reserves: Official reserves minus items not readily available for foreign exchange
operations and repayment of external debt.
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed to them in
our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at
https://disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria for further information. A description of each of S&P Global Ratings' rating categories is
contained in "S&P Global Ratings Definitions" at https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352. Complete ratings

information is available to RatingsDirect subscribers at www.capitalig.com. All ratings referenced herein can be found on S&P Global Ratings' public website at
www.spglobal.com/ratings.
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