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 Summary

As of January 2026, South Africa faces a complex convergence of domestic coalition fragility, rising sub-
national volatility, and heightened global geopolitical uncertainty. At the national level, governance
remains contained under the Government of National Unity (GNU), which has institutionalised crisis
management, pragmatic compromise, and mechanisms to prevent collapse. 
This provides a measure of continuity for macroeconomic and fiscal policy, enabling businesses to
operate with some predictability at the national level.
However, this stability masks structural fragilities. Policy uncertainty is increasingly resolved through
courts rather than Parliament, regulatory enforcement is intensifying, and sub-national governance,
particularly provincial and municipal, emerges as the dominant source of operational risk. 
Election-year dynamics, service delivery failures, and populist mobilisation are likely to shape the
political economy, directly influencing operational planning, regulatory engagement, and corporate-
community relations.
Externally, South Africa’s positioning in BRICS, the Global South, and other non-Western alliances, coupled
with domestic anti-imperialist rhetoric driven by leftists in the African National Congress (ANC), its
Alliance Partner the South African Communist Party (SACP), the uMkhonto weSizwe Party (MKP), and the
Economic Freedom Fighters (EFF), increases scrutiny of foreign corporates in strategic sectors such as
finance, infrastructure, technology, and data. 
Global structural shifts, such as the erosion of multilateralism and unilateral foreign policy actions by
powerful states, in particular the United States (U.S.), further elevate reputational, operational, and
strategic risk, particularly for firms perceived as aligned with Western powers.

1. Domestic Political Context: The GNU in 2026
The GNU, now almost in its second year, continues to navigate ideological
divergences among coalition partners, including ANC, DA, FF+, and Rise
Mzansi. While national continuity is largely maintained, policy coherence
remains fragile, particularly in sectors affected by foreign investment,
critical infrastructure, and technology.
Key anti-Western factions within the coalition and opposition, including
ANC-SACP-MKP-EFF alignments, have amplified anti-imperialist
narratives, framing foreign commercial activity in strategic sectors as
potential threats to sovereignty and national development objectives. 

Conversely, the Democratic Alliance (DA) and the Freedom Front Plus (FF+) promote investor-friendly
policies, fiscal discipline, and deeper integration into global capital markets. This ideological divergence
produces mixed policy signals, complicating long-term strategic planning for domestic and
multinational corporates.
At the provincial and municipal level, governance instability is more pronounced. Gauteng faces minority
governance sustained through informal compromise, while KwaZulu-Natal experiences persistent
coalition instability and politically motivated disruptions. 
These dynamics create heightened operational risk for businesses dependent on local services,
permitting, and infrastructure.

2. Policy, Regulatory, and Judicial Risk
Policy uncertainty increasingly migrates to the judiciary, with critical
legislation, including the National Health Insurance, Expropriation,
Employment Equity, and Broad-Based Economic Empowerment (B-
BBEE) reforms, subject to protracted court challenges. Corporates
should anticipate phased implementation, iterative regulatory
amendments, and uneven enforcement rather than clear-cut policy
outcomes.
Fiscal policy remains constrained by coalition politics and the
impending local elections. 
Targeted excise duties, sector-specific levies, and compliance enforcement are more likely than broad-
based tax reform. Businesses can expect fiscal continuity, but with limited transformative reform
momentum.



The Economist posits that South Africa’s macroeconomic environment in
2026 reflects modest recovery with persistent structural constraints. After
years of stagnation, improved electricity availability, logistics, and fiscal
management have supported four consecutive quarters of GDP growth,
suggesting the economy is exiting its longest downturn in over a decade.

Structural social pressures remain acute: high unemployment (at 31.9%), inequality, and service delivery
deficits create fertile ground for protest action, strikes, and community mobilisation. 
Immigration and urbanisation pressures may intensify, particularly in service-constrained urban centres.
Corporates with visible footprints, large workforces, or reliance on public services must plan for
reputational, operational, and social engagement risks.                                                                                                         

Sub-national governance represents the primary operational risk
frontier in 2026:

Gauteng: Minority governance sustained via informal compromise;
water shortages, energy restrictions, and infrastructure failure slow
operational and administrative processes.
KwaZulu-Natal: Persistent coalition instability and MKP disruption
tactics (such as trying to convince the National Freedom Party (NFP)
to leave the Provincial Government of Unity (PGU) and to support a
motion of no confidence in Premier Thami Ntuli) elevate decision-
making, security, and investment risks.

3.Sub-National Governance Risk

Municipal elections, constitutionally scheduled between November 2026 and early 2027, will intensify
fragmentation and populist mobilisation, creating delays in permitting, procurement, and local
regulatory enforcement. Corporates with municipal dependencies will require robust contingency
planning, proactive stakeholder engagement, and community relations strategies.

4. Social Fault Lines

5. Foreign Policy, Geopolitics, and Global Structural Risk
South Africa’s positioning on the global stage introduces an additional
layer of complexity for business operations:

Strategic Autonomy: Participation in BRICS military and security
exercises and engagement with non-Western partners signals
strategic independence, enhancing diplomatic leverage and regional
influence. However, it attracts scrutiny from Western partners, in
particular the U.S., and can influence trade and investment
perceptions.
Internal Divergence: Divergent foreign policy perspectives within the GNU create policy volatility,
particularly around strategic sectors such as finance, telecommunications, energy, and infrastructure.
Global Risk Landscape: The structural erosion of multilateralism and unilateral actions by powerful
states (e.g., selective enforcement of trade or sanctions regimes by the U.S.) heighten operational,
regulatory, and reputational risk for companies operating in politically sensitive industries.

South Africa increasingly functions as a geopolitical pivot between Western and non-Western blocs,
amplifying the symbolic significance of corporate activity in sectors linked to national sovereignty or
strategic infrastructure.

6. Economic Outlook: Stabilisation on Fragile Foundations

Growth and Confidence
Real GDP growth is projected at 1.4-1.8%, a modest improvement over 2025. While insufficient to
meaningfully reduce unemployment or inequality, this supports cautious business planning.
Business and investor confidence has improved following a sovereign credit rating upgrade and a
stronger rand, supported by rising gold prices and fiscal stability. Confidence remains vulnerable to
sub-national volatility and policy uncertainty.



Risk Category Assessment Key Drivers /
Considerations

Implications for
Business

Political Stability
(National)

Moderate–Low
GNU continuity and
crisis-management
mechanisms

Predictable macro
framework; slow policy
pace limits reform
windfalls

Policy & Regulatory Risk Moderate–High
Judicialised economic
policy; ideological
divergence

Compliance planning
essential; regulatory
uncertainty persists

Fiscal & Debt Risk Moderate

Debt stabilisation;
primary surpluses;
predictable budget
planning

Lower borrowing costs;
moderate room for
public investment

GDP Growth Outlook Moderate

1.4–1.8% growth;
improving
energy/logistics;
structural constraints

Modest demand
growth; prioritise
operational efficiency

Inflation & Monetary
Policy Risk Low–Moderate

Inflation near target;
monetary policy easing;
limited stimulus scope

Supports planning;
monetary policy
sensitive to shocks

Provincial & Municipal
Risk High

Coalition instability;
service delivery failures;
fragmented councils

Operational delays;
political friction; local
execution risk

Infrastructure & Utilities
Risk High

Water shortages;
electricity reductions;
ageing infrastructure

Disruption potential;
need for contingency
and self-provisioning

The rand has strengthened against the U.S. dollar in January, reducing imported inflationary pressures
and supporting investment sentiment. A stronger currency can, however, dampen export
competitiveness if global demand remains subdued.

Unemployment remains above 30%, with youth unemployment significantly higher. Labour market
dynamics constrain consumption growth, with only gradual improvements expected absent structural
reforms in education and labour policies.

Unemployment and Labour Markets

CPI inflation is near the lower end of the SARB target range at 3-6%, reflecting moderated price pressures.
A tighter inflation anchor supports monetary stability, though it may constrain broader stimulus if
inflationary pressures emerge. This partly explains the MPC’s decision to hold the repo rate at 6.75% at its
first meeting for the year, on 29 January. 

Inflation and Monetary Policy

Fiscal Trajectory and Debt Dynamics
National Treasury’s Director-General has signalled a fiscal turning point: debt stabilising relative to GDP,
and primary surplus reducing debt-servicing pressures for the first time in decades. 
Bond yields and borrowing costs have improved, allowing predictable budget planning and moderate
infrastructure investment.

Exchange Rate and External Position

2026 Corporate Risk Dashboard



Social & Labour Risk Moderate–High
High unemployment;
inequality; pre-election
mobilisation

Labour unrest, protests;
reputational and
community
engagement risks

Foreign Policy & Trade
Risk Moderate

BRICS engagement;
Western scrutiny;
AGOA uncertainty

Export strategy must
hedge geopolitical and
reputational risks

Macroeconomic
Confidence Risk

Moderate

Business sentiment;
currency stability;
cautious investor
optimism

Supports planning, but
sensitive to sub-
national political
volatility
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