
In particular, the Minister of Finance has in recent budget 
statements made reference to a number of important reforms to 
South Africa’s savings landscape, including the introduction of 
tax-incentivised savings accounts and a general drive to improve 
the penetration and lower the cost of retirement savings 
programmes. We believe that these reforms, if implemented 
timeously and comprehensively, could play a crucial role in the 
development of South Africa’s economy over the long term. 

Certainly, if historical experience is anything to go by, initiatives 
aimed at raising the national savings rate should be welcomed 
by policymakers and the South African public in general. In 
Chile, for example, policymakers embarked on a sweeping 
retirement savings reform programme between 1981 and 1985, 
which amongst other measures initiated a formal system of 
minimum retirement savings contributions. This reform 
programme underpinned a dramatic structural change in the 
Chilean economy, drastically increasing the pool of investable 
funds and lifting the long term median growth rate from 3.0% in 
the 1970s to 6.9% in the 1980s. A similar pattern emerged in 
Singapore, which throughout the 1970s implemented its own 
policies aimed at lifting savings rates by raising mandatory 
contributions. The bene�ts of this policy drive were swiftly felt, 
as Singapore enjoyed an average growth rate of above 7% in the 
decades that followed . 

Generally speaking, a greater aggregate savings rate is thus 
clearly bene�cial to both investment and growth, an idea further 
supported by the positive relationship between paved roads and 
savings rates in a number of emerging economies (Chart 1).

Within the economic literature however, there are differing 
opinions regarding the channels through which savings reforms 
affect investment and growth. One held view is that by 
increasing the private pool of savings, targeted reform can 
directly increase the availability of investable funds. Another is 
that raising the private savings rate allows government 
expenditure to become more sustainable through reducing its 
welfare burden and increasing the share of budgeted capital 
expenditure. In South Africa, this is an important potential 
bene�t, particularly as the number of welfare recipients as a 
share of the total population has risen dramatically since 1994 
(Chart 2). Whichever channel is dominant, there is a broad 
consensus on the growth bene�ts of savings reforms – especially 
those which improve retirement savings penetration. 

Beyond the positive impact on government de�cits and 
infrastructure enhancement, countries which are able to �nance 
investment expenditure locally also tend to exhibit less severe 
macroeconomic imbalances. In fact, a shortfall of domestic 
savings has been an important driver of South Africa’s widening 
current account de�cit (Chart 3), which has taken centre stage 
in global investors’ minds over the past year. 
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It is commonly asserted that South Africans save too little, and indeed gross national savings have 
persistently fallen well below those of our emerging market peers in the past , acting as a central drag on 
economic growth and development. Notably however, there is evidence that the current situation may change 
for the better, as government of�cials have begun to more assertively back ideas aimed at lifting the national 
savings rate.
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The Importance of Building a Savings Culture

A striking example of this has been the relative instability of 
investment �ows into ‘twin de�cit’ emerging markets such as 
Turkey, India, Indonesia, Brazil, and South Africa since May 

2013, in each case leading to a rise in in�ation and a decline in 
growth expectations. It follows that lifting the national savings 
rate can materially improve the level and volatility of growth in 
the local economy, particularly as the current account de�cit 
narrows and foreign sentiment plays a less important role in 
domestic investment growth.

With these bene�ts in mind, a policy driven savings reform 
should continue to feature prominently on the government’s list 
of priorities. If policymakers are serious about the National 
Development Plan, and the resilience of this document in the 
face of various opposition suggest that they are, infrastructure 
expenditure will remain abnormally high for some time to come. 
In this context, a sustained boost to private saving rates can 
contribute meaningfully to �nancing various long term projects, 
and signi�cantly improve the average quality of life for both 
current and future generations of South Africans. 
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The Oasis Crescent Global 
Equity fund and the Oasis 
Crescent Global Medium 
Equity Balanced Fund were 
recognized as top 
performers in their 
respective classes when they 
received Lipper Fund Award 
2014 Certi�cates at the 
MENA Asset Management 
Conference held in Dubai in 
June 2014.
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