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GOVERNOR’S 
MESSAGE

The 2019/20 SARB 
Annual Report is 
presented at a time when 
the world is faced with 
what the United Nations 
has termed ‘humanity’s 
worst crisis’, brought 
about by the coronavirus 
disease 2019 (COVID-19) 
pandemic.

In dealing with the associated health, economic and 
financial risks of COVID-19, countries and institutions 
have been forced to become agile and innovative. We 
are required to embrace the ‘new normal’ so that we 
may protect our economies, limit disruptions in 
operations and preserve livelihoods. 

When the SARB embarked on its strategy in 2015,  
a key focus was on identifying potential vulnerabilities in 
the South African economy and strengthening our policy 
toolkit. We aimed to ensure that our financial system 
was stable and the financial institutions we regulate 
remained strong and sound. In this regard, we aimed to 
anchor inflation and inflation expectations closer to the 
mid-point of the inflation target range, strengthen the 
institutional capacity in our prudential functions, 
enhance our macroprudential toolkit to deal with 
financial stability risks and begin the work to modernise 
our payment system. These actions have placed the 
SARB in a better position to respond to the challenges 
being presented by the COVID-19 crisis.

In thinking about our 2025 strategy, we are cognisant  
of the fast-changing environment in which central banks 
operate. We remain committed to giving credence to 
our culture statement of being an empowering, agile 
and caring organisation, as we collaborate to pursue 
our constitutional mandate of maintaining price stability 
and our legislative mandate of promoting financial 
stability. Our work to embed this culture is critical as we 
navigate through the uncertainties brought about by the 
impact of the crisis on economic growth and the 
well-being of our society. 

Global growth slowed to 2.9% in 2019 (from 3.7% in 
2018), marking its weakest pace of expansion since the 
2008/09 global financial crisis. While a modest recovery 
in the global economy was initially expected at the start 
of 2020, a global recession is now expected given the 
impact of COVID-19. The pandemic has contributed to 
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the deterioration in South Africa’s economic conditions, 
intensifying the risk of job losses and business failures. 

Maintaining and enhancing financial stability and 
strengthening the resilience of the economy remain central 
to our work. In response to the potential shocks of 
COVID-19 on the economy, the SARB has utilised a variety 
of tools in its policy toolkit.

Inflation has remained firmly within the target range during 
the reporting year and is projected to remain so over the 
two-year forecast horizon. This aligns with forward-looking 
inflation expectations which are closer to the mid-point of 
the target range. The steady decline in inflationary pressures 
resulted in overall headline inflation declining below the 
mid-point of the 3–6% inflation target range to an average 
of 4.1% for 2019, the lowest rate since 2005. These 
improved inflation conditions have created room for 
the Monetary Policy Committee to cut interest rates.  
The repurchase (repo) rate was reduced to 3.75%, its 
lowest level on record. This has contributed to easier 
financial conditions and has provided short-term relief for 
households and businesses.

The orderly functioning of capital and money markets is 
essential to ensuring that businesses, governments and 
banks continue to access the finance they need to run  
their day-to-day operations and continue with normal 
lending operations. The pandemic has resulted in sharp 
spikes in risk aversion in domestic and international financial 
markets. During this period, the SARB, as part of its 
mandate of preventing financial markets from becoming 
dysfunctional, has been purchasing government bonds from 
the secondary bond market.

In addition to the interest rate cuts and financial market 
interventions, the SARB also provided regulatory relief 
through directives and guidance notes issued by the 
Prudential Authority, the National Payment System (NPS) 
Department and the Financial Surveillance Department.  
The regulatory relief measures enable financial institutions  
to continue to operate as well as provide credit and services 
to their customers and support their customers during this 
period of stress. 

As the crisis unfolds, the SARB will remain vigilant and 
continue to deliver on its mandate of price and financial 
stability. While the focus has been on the COVID-19 
response, it is important to also reflect on other work 
undertaken by the SARB during the reporting period.

Following the failure of large international banks in the 2007 
financial crisis, the SARB, like many other central banks, 
embarked on a process to determine which financial 
institutions should be declared systemically important. 
In November 2019, we designated the six banks identified 
as systemically important financial institutions (SIFIs). 

The Prudential Authority participated in the South African 
2020 Financial Sector Assessment Programme (FSAP) 
review conducted by the World Bank and International 
Monetary Fund (IMF). The review assessed the stability 
and development needs of South Africa’s financial system.  
The SARB also played a role in the Mutual Evaluation of 

Anti-Money Laundering and the Countering of Terrorism 
Financing, which assessed South Africa’s technical 
compliance and effectiveness in terms of the Financial 
Action Task Force’s (FATF) recommendations. The results 
of both reviews will be published by the IMF and FATF in 
due course.

In the current environment, it is important for the SARB  
to deepen and enhance its supervisory functions. The 
Prudential Authority is using technology advances to 
improve the quality of its supervision and is investing in 
infrastructure to extract data from financial service providers 
and analyse large granular data sets to support predictive 
models that will identify potential risk areas. 

As part of South Africa’s chairmanship of the IMF’s 
International Monetary and Financial Committee, we 
continued to play an important role on the international 
front. Discussions were steered towards ensuring that the 
IMF was adequately resourced and remains at the centre 
of the global financial safety net. The SARB also led 
engagements on integrating continental payment systems 
under the auspices of the Association of African 
Central Banks.  

In early 2020, the SARB was invited to become a member 
of two additional committees of the Bank of International 
Settlements. The Markets Committee allows for close 
cooperation with our peers across the globe in assessing 
events, such as COVID-19, and longer-term structural 
trends that may impact financial market functioning and 
central bank operations. The Committee on the Global 
Financial System allows members to engage on matters 
pertaining to the functioning and soundness of global 
financing markets.

COVID-19 has highlighted the importance of investing in 
technology and having the agility needed to adapt to new 
ways of working. The SARB’s significant technology 
investment has enabled it to quickly implement remote 
working for its employees. Our employees responded well 
during the crisis, ensuring the effective and continued 
smooth running of the SARB’s operations.  

As always, we remain committed to strong, trust-based and 
collaborative private and public sector relationships that 
underpin the development of prudent and coherent 
macroeconomic policies that support inclusive, balanced 
and sustainable economic growth. 

I would like to take this opportunity to thank the Board of 
Directors and the secretariat for their meaningful insights, 
leadership and continued support. My thanks also go to the 
Deputy Governors and members of the SARB executive for 
sharing the load, and I want to especially thank the SARB’s 
employees for making this institution a valued place of work.
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