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“I am pleased to report 
that the SARB remained 
profitable for the third 
consecutive financial 
year. The Group 
recorded an after-tax 
profit of R1.4 billion, 
compared with 
R1.6 billion in the 
previous financial year.”

t gives me great pleasure 
to present to South African 
citizens, shareholders and 
other stakeholders the annual 

report of the SARB for the financial 
year ended 31 March 2017. This report 
provides a comprehensive overview 
of the work of the SARB and its 
subsidiaries, as well as the financial 
statements of the Group.

During the past year, the SARB has had to operate in 
a difficult political and economic climate, both globally 
and in its domestic market. This challenging environment 
is likely to persist for some time, and the SARB has to 
be prepared for various eventualities and be responsive to 
changing conditions. Much of our emphasis this past year 
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has been a continued focus on and refinement of the 
SARB’s SFAs and five-year strategy plan. As elaborated 
in more detail in this report, the focus areas include the 
SARB’s monetary policy objective of maintaining inflation 
within the target range; protecting and enhancing financial 
stability; promoting the safety, soundness and integrity of 
financial institutions; enhancing South Africa’s resilience to 
shocks; and ensuring the availability and integrity of notes 
and coin. 

The SARB’s primary mandate is to achieve and maintain 
price stability. This mandate is derived from the 
Constitution of the Republic of South Africa. During the 
past financial year, monetary policy faced an increasingly 
difficult scenario of dealing with rising inflation in the 
context of slowing domestic economic growth. Headline 
inflation was above the upper end of the target range of 
3-6% for most of the past financial year at an average 
6.3%, and peaked at 6.8% in December. In the early 
months of 2017, inflation moderated considerably to 5.3% 
in April. While our forecast suggests that inflation will 
remain within the target range for the rest of the forecast 
period ending 2019, the forecast averages for these years, 
at around 5.5%, are uncomfortably close to the upper end 
of the range. With inflation expectations anchored at levels 
of around 6%, the monetary policy challenges are 
significant, particularly given that most of the pressures on 
inflation have emanated from the supply side and not 
driven by excess demand. Food price inflation has been a 
particular challenge, although with the end of the drought 
in most of the country, these pressures are dissipating. 

At the same time, despite signs of a sustained recovery 
in the global economy, the domestic growth performance 
deteriorated further in 2016. At 0.3%, this was the lowest 
annual growth rate since the recession following the global 
financial crisis. While a recovery is expected this year, it is 
expected to be modest, at around 1%. 

Faced with this policy dilemma, and in light of the 
improved longer-term inflation prospects, the Monetary 
Policy Committee (MPC) has maintained an unchanged 
monetary policy stance since the 25-basis point increase 
of the repo rate to 7% in March 2016. In March of this 
year, the committee indicated that the tightening cycle 
may have ended, but a further improvement in the inflation 
outlook would be required before the policy rate could be 
cut. In line with its strategic objective, the committee will 
remain focused on ensuring that headline inflation remains 
comfortably within the target range on a sustained basis. 
A detailed report on monetary policy and the rationale 
for the policy stance is contained in this report on 
pages 17 to 22. 

The global financial crisis saw increased financial stability 
responsibilities being given to central banks around the 
world. Although we have had a role in ensuring financial 
stability for some time, our responsibilities in this area have 
expanded. The SARB’s role in maintaining, promoting and 
enhancing financial stability is formally mandated in the 
FSRB. Unfortunately, the parliamentary processes to 
promulgate this Bill have taken longer than expected. 
This has delayed the establishment of the proposed 
Prudential Authority which will expand the SARB’s 
regulatory responsibilities in the financial sector. Plans in 
this respect are well advanced and will be implemented 
as soon as the FSRB is passed. While this delay has 
caused some uncertainty for staff involved in the 
restructuring process, it has not detracted from our focus 
on those areas of responsibility that we currently have, 
both at the macroprudential and microprudential levels. 
Further details are contained in the report on financial 
stability on pages 23 to 25. 

I am pleased to report that the SARB remained profitable 
for the third consecutive financial year. The Group 
recorded an after-tax profit of R1.4 billion, compared 
with R1.6 billion in the previous financial year. The decline 
relative to the previous financial year was due to lower 
net interest income, and higher total operating costs. 
It is important to emphasise however, that while we will 
continue to contain costs in line with good governance 
and operational efficiency, the SARB does not have a 
profit-maximising objective. Our operations are conducted 
in pursuit of our mandate and objectives, in the broader 
interest of the country. 

The SARB operated with a full Board for the year under 
review. New additions to the Board were Dr Charlotte 
du Toit and Prof Nicholas Vink who were elected as 
non-executive directors by shareholders at the 2016 AGM. 
At the same meeting, Prof Ben Smit was re-elected for 
a further term. The terms of office of three shareholder-
elected Board members expire at the 2017 AGM. 
They are Mr Rob Barrow, Prof Rochelle le Roux and 
Mr Gary Ralfe. The three Board members to fill the 
vacancies will be elected by shareholders at the AGM 
from a shortlist compiled from nominations received by 
the Panel established in terms of the SARB Act. All three 
outgoing members have indicated that they are available 
for re-election. 

I would like to extend my sincere thanks and appreciation 
to the non-executive directors, the Deputy Governors and 
all staff for their efforts in achieving the strategic objectives 
of the SARB. The coming year is likely to be no less 
demanding than the past year, but I know I can rely on the 
dedication and commitment of all involved in the execution 
of the SARB’s mandate and responsibilities. 




