
Backdrop

This year’s general government budget statement was delivered against the backdrop of 
an important phase in South Africa’s economic history. With global and domestic 
constraints limiting growth to 1.3% in 2015, the risks to the public budget have 
increased in the short term. As a result, the budget presented the Minister with the 
challenging task of stabilising government debt while at the same time stimulating future 
economic growth as far as is possible. 

Tax Proposals & Personal Finance

Coming as a relief to many, the budget contained no increases in personal tax rates this 
year. However, tax relief in the form of bracket adjustments was signi�cantly lower than 
previous statements. For most South Africans, some bracket relief is applied, with those 
earning less than R550 100 in taxable income seeing a tax bracket shift of around 3.4%. 
However, those earning greater than this amount will be subject to the same tax bracket 
as the 2015/16 �scal year. 

In light of this requirement, a period of �scal discipline in the years ahead is on the 
cards. National Treasury has committed to raising further revenues over the medium 
term, so that South Africans can expect higher tax rates of one form or another in the 
years ahead. Despite its impact on short term spending, these measures are indeed 
necessary for the long term sustainability of the domestic public sector, underpinning a 
better long term economic outlook. 

Over the past 2 years, a series of budget statements have emphasised a slowdown in 
hiring over the medium term, as a way of containing the wage bill. In this year’s 
budget there is a clear indication of this drive. Wages as a proportion of consolidated 
spending are projected to decline in the 3 years through 2018/19, contributing to the 
narrowing of the overall budget de�cit meaningfully. The primary channel through 
which this cost containment is projected to occur is via the reduction of 
administrative and managerial staff numbers, through natural attrition as members of 
the public service resign or enter retirement. 

Since the mid-1990s, government has done an immense amount to support the 
economic well-being of all South Africans, in securing the welfare of the elderly and 
disadvantaged members of our society through grants. In the current economic 
environment, it will prove increasingly dif�cult for growth in grants to keep up with 
the rate of in�ation, particularly in the near term. As such, this year will see grants 
increase by moderately below the expected rate of in�ation on average.

One of the areas where the average consumer will be paying more tax is at the petrol 
pump. In particular, the general fuel levy will once again be increasing by 30c per 
litre, effective on 6 April of this year. While this will likely impact petrol and diesel 
costs directly, South African drivers can take comfort from recent trends in global oil 
prices, which will likely see a reasonable decline in pump prices prior to the 
implementation of the higher levy. On balance, fuel prices may therefore even decline 
over the next 2 months from current levels in February. 

A higher tax rate will also apply to capital gains, such as those on �nancial assets. The 
maximum effective capital gains tax rate for individuals will increase to 16.4% from 
13.7%, while the minimum annual taxable amount will increase from R30 000 to 
R40 000, providing some offsetting relief.  

The 2016 budget has promised to put South Africa’s government 
�nances on a more sound footing, and has begun this process 
through a curb on certain expenditures in conjunction with a range 
of new tax measures. In the near term, the economic growth outlook 
is thus likely to remain relatively subdued, especially when 
compared to historical levels. However, in the decades to come, the 
country will require a sustainable budget before it can achieve the 
kinds of growth rates that will meaningfully reduce unemployment, 
poverty and inequality. 
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Expenditure Priorities

Regulatory Changes
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2016 Budget Review
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SOCIAL GRANTS

  CATEGORY 2013/14 2014/15 2015/16 2016/17

Old Age Pension and Disability Grant

Old Age Pension and Disability Grant 

(individuals over 75 years) 

Foster Care Grant

Child Support Grant
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Growth Pressures Expected in 2016
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The Minister of Finance also announced a Special Voluntary 
Disclosure Programme, to give opportunity for non-compliant 
taxpayers to voluntarily disclose offshore assets and income. 
Applications for relief under the disclosure programme will be open 
between 1 October 2016 and 31 March 2017, a period of 6 months. 
As a manager of world class global funds, we encourage all 
individual with undisclosed offshore assets or income to take 
advantage of this rare opportunity.  
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