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Executive Context

e South Africa’s political economy in February reflects a deepening phase of institutional consolidation
rather than structural disruption. Across Cabinet deliberations, parliamentary activity, the State of the
Nation Address (SONA), and the 2026 Budget, government policy is converging around an enforcement-
oriented developmental governance model. This model prioritises implementation capability, regulatory
credibility, and social stability management over radical structural reform.

e The Government of National Unity (GNU) continues to play a stabilising role in macro-level governance.
Political cooperation among coalition partners has improved policy predictability, a factor reinforced by
the orderly tabling of the 2026 Budget.

e However, while national political stability has improved, political fragmentation has migrated downward
into provincial and municipal governance systems. This creates a dual political economy:
macroeconomic predictability but high sub-national execution risk.

e For business, this environment requires a strategic shift from traditional macroeconomic forecasting
toward political economy intelligence models that monitor governance quality, regulatory enforcement
intensity, and electoral competition dynamics at local level.



Economic Updates

Fiscal policy and conditional developmentalism: state capability

economics

e The R2.67 trillion 2026 National Budget reflects policy
continuity rather than expansionary fiscal reform. South
Africa is increasingly adopting conditional
developmentalism, where public investment is tied to
institutional performance outcomes rather than purely
demand-driven stimulus.

e The withdrawal of R20 billion in previously proposed tax
increases signals political sensitivity to household and
small business economic pressures. Adjustments to
income tax brackets and inflation-linked rebates
demonstrate a pro-stability fiscal stance. The increase
in compulsory VAT registration thresholds to R2.3 million
further supports entrepreneurship formalisation.

e Structurally, fiscal policy is now functioning as a governance performance instrument. Infrastructure financing is
being linked to municipal administrative capability. The introduction of performance-linked municipal infrastructure
financing is particularly significant. The split delivery model for Municipal Infrastructure Grants allows capable district
municipalities or accredited agencies to bypass poorly performing local authorities.

e Strategically, this reflects recognition that municipal governance failure is now a macroeconomic risk. Commercially,
this creates concentration opportunities and procurement bottlenecks. Infrastructure construction, engineering
consulting, and municipal technology firms that align with accredited implementing agencies will gain competitive
advantage.

Energy transition: from crisis governance to industrial
competitiveness strategy

e Energy reform represents one of South Africa’s most
important structural economic transformations. The
country is transitioning from emergency crisis energy
management toward competitive energy market
architecture.

e The near elimination of widespread electricity outages
represents a major governance achievement.
Government is now focused on long-term supply
diversification. Targets for 40% renewable energy
generation by 2030, Eskom restructuring, and
independent transmission market development signal
deep structural reform.

e The R250 billion Just Energy Transition investment pipeline integrates climate policy with industrial competitiveness
objectives. Energy policy is now simultaneously environmental, industrial, and investment policy.

e For business, energy independence is becoming a structural competitive advantage. Firms investing in distributed
generation, wheeling arrangements, and storage technologies will achieve long-term cost optimisation. Energy
security is evolving from regulatory compliance to strategic commercial differentiation.

Labour market transformation and consumer market evolution

. Labour market recovery remains modest but positive. Employment growth is concentrated in construction, finance, and agriculture.

- Transformation policy is shifting from compliance enforcement toward market participation restructuring. Rising black middle- and
upper-income households are reshaping consumer demand.

. However, inequality remains structurally persistent.

. Businesses must adopt segmented pricing models, financial inclusion product design, and targeted consumer marketing strategies.




Political Updates

Domestic political competition: party fragmentation and
leadership succession

Domestic political competition is increasingly shaped
by internal party contestation rather than ideological
competition across parties.

Within the African National Congress (ANC), leadership
positioning is intensifying well ahead of the 2027
National Conference. Elite networks linked to mining
mogul and CAF President Patrice Motsepe, the country’s
Deputy President Paul Mashatile, and ANC Secretary-
General Fikile Mbalula represent  emerging
organisational power centres. Competition is occurring
through party organisational control, provincial
influence, and alliance management rather than public
political confrontation. .
This suggests the ANC is entering a succession positioning phase rather thon a pollcy reorlentotlon phqse Businesses
should therefore expect policy continuity but potentially shifting implementation priorities depending on which
internal networks gain influence over procurement and state appointments.

Other GNU partners are also undergoing structural transition. The Democratic Alliance (DA) faces leadership
succession dynamics following Federal Leader John Steenhuisen’s decision not to seek re-election ahead of its April
2026 Federal Congress. Cape Town Mayor Geordin Hill-Lewis has emerged as the frontrunner after declaring his
candidacy for Federal Leader, with Gauteng leader Solly Msimanga contesting Federal Chairperson and Basic
Education Minister Siviwe Gwarube running for Deputy Federal Chairperson.

The Inkatha Freedom Party (IFP) has delayed its National Leadership Conference, where incumbent President and
COGTA Minister Velenkosini Hlabisa could be challenged, until after local government elections, signalling strategic
electoral consolidation.

The uMkhonto we Sizwe Party (MKP) exhibits dual organisational dynamics. Leadership centralisation around former
President Jacob Zuma coexists with internal resignations and organisational instability — as seen with the
appointment of his son Duduzane to serve on a task team to advise him, as well as the resignation of the party’s
former Chief Whip Coleen Makhubele. While the party continues to shape voter sentiment in certain regions, its long-
term institutional durability remains uncertain.

For business, political fragmentation reduces the probability of radical national policy shocks but increases local
governance uncertainty. Coalition bargaining is becoming more important than ideological alignment.

Gauteng the central political economy battleground

sy . 3 Gauteng, much as the City of Johannesburg, remains South
? Africa’s primary economic and electoral battlefield. Political
competition in the province (and in the City) is directly linked
to commercial risk exposure.

While the DA and ActionSA have announced Mayoral
candidates — Helen Zille and Herman Mashaba, respectively,
the ANC and its coalition partners in the City remain at
loggerheads, over developments happening in other parts of
the province.

Municipal governance tensions further complicate provincial
stability. In Ekurhuleni, mayoral executive reshuffles have
created friction with coalition partners. Both the EFF and
ActionSA have expressed dissatisfaction with governance
decision-making processes, and called for national
intervention.

e These tensions matter because municipal political instability directly influences procurement continuity,

infrastructure project delivery, and regulatory approvals.

e Premier Panyaza Lesufi faces internal ANC leadership challenges within provincial party structures. His attempts to
build coalition bridges with the EFF and MKP have produced limited political dividends, reflecting broader
fragmentation within left-populist political networks.

e For business, Gauteng requires advanced stakeholder mapping, community legitimacy building, and coalition risk
monitoring.




Governance Updates

Security governance and enforcement state economics

e Crime governance is increasingly treated as economic '
policy. The National Organised Crime Combat Plan
reflects recognition that crime reduces investment
confidence and increases operational costs. SANDF
deployment into high-violence zones represents hybrid

. £ v
security governance. . 4
e Anti-corruption investigations linked to procurement s
corruption continue to shape institutional reform '.\"
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programmes. Asset recovery programmes have
demonstrated measurable enforcement success.

e Compliance governance is becoming a market access
requirement. Firms must strengthen third-party vetting
and procurement integrity systems.

Service delivery crises: water security as political and commercial
L]

risk

Water security, especially in Gauteng, represents South

Africa’s most immediate political economy vulnerability.

The establishment of a Presidential Water Crisis Committee

represents centralised crisis governance rather than long-

term infrastructure reform. However, if previous attempts -

such as the Water Task Team established two years ago and

chaired by Deputy President Paul Mashatile — are anything to

go by, this Water Crisis Committee will not achieve much.

That being said, urgent water abstraction approvals from the

Vaal River system are stabilisation measures rather than

structural solutions.

Water shortages increasingly influence electoral behaviour.

Service delivery protests are rising in urban centres,

particularly in Gauteng.

e Commercially, water-intensive industries face structural risk. Firms should accelerate water recycling infrastructure
investment, private storage capacity development, and alternative supply logistics planning.
e Self-provisioning is becoming a strategic competitive advantage similar to energy independence.

Electoral competition and local governance risk

k!« The 2026 local government election cycle represents the
primary political risk horizon. Coalition governance will
remain fragile despite national stability. Metro governance
performance will determine electoral outcomes rather than
EQ]m“% ideological narratives.

e Opposition parties are expected to campaign on service
delivery performance failures, particularly water and
infrastructure reliability.

Strategic autonomy in a fragmented world order

e South Africa’s foreign policy is increasingly shaped by global economic fragmentation. The international system is
characterised by competition between Western financial alliances, Chinese development financing networks, and
Global South cooperation frameworks.

e South Africa's stance on the recent escalation in the Middle East, particularly the US-Israeli strikes on Iran and
subsequent retaliatory actions, further illustrates its commitment to strategic autonomy and principled
multilateralism amid heightened perceptions in Washington of alignment with Iran.

e The South African government, expressed deep concern over the violence, condemned violations of international
law, and called for maximum restraint from all parties, demonstrating a neutral emphasis on diplomacy that aims to
counter pro-Iran bias perceptions.




e The arrival of United States Ambassador Leo Brent Bozell lll signals renewed economic diplomacy between South
Africa and the United States. Bilateral relations are increasingly framed around investment security, trade continuity,
and regulatory predictability rather than ideological alignment. This is particularly important given South Africa’s

reliance on diversified global capital markets.
e South Africa’s diplomatic strategy reflects strategic

autonomy economics. The country maintains Western
financial relationships while expanding trade relations
across Africa and Asia. This strategy is economically
rational given the need to manage currency volatility,
sovereign credit risk, and investment inflows.

¢ The African Union Summit earlier this month reinforced
continental leadership ambitions. The Summit’'s focus
on water security and sanitation directly aligns with
domestic governance priorities.

e South Africa is positioning itself as a continental policy

and infrastructure coordination hub rather than purely

a national economic actor.

Commercially, this environment creates export diversification opportunities. African markets are becoming South

Africa’s primary long-term growth frontier, particularly for manufacturing, financial services, and infrastructure

development sectors.

For corporate South Africa, geopolitical intelligence is becoming a core commercial capability. Firms must monitor

trade policy fragmentation between Western and non-Western markets, regulatory divergence risks, and diplomatic

tensions that may influence market access.

Structural shift: enforcement governance as competitive state
economics

e South Africa’s most important structural transition is the shift from policy risk governance to enforcement risk
governance.

Corporate risk is now shaped by regulatory enforcement intensity, compliance monitoring, and social legitimacy
expectations.

¢ This creates declining macroeconomic volatility but rising operational governance risk.

¢ Political economy intelligence is becoming a core business capability.
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Conclusion

e South Africa is entering a period of institutional maturity rather than disruptive transformation.

e Economic opportunity is increasingly concentrated in infrastructure development, energy transition investment, and
regulated service sectors.

e Foreign policy is becoming commercially pragmatic. Domestic politics is becoming locally contested around service
delivery performance rather than ideological conflict.

e Corporate strategy must prioritise geopolitical diversification, regulatory intelligence capability, and local stakeholder
legitimacy building.

e February’s political economy is defined by competitive governance performance rather than ideological
transformation. Firms that integrate political economy intelligence into commercial strategy will hold long-term
competitive advantage in this enforcement-driven environment.

Risk Outlook

Risk Categor Specific Risk Likelihood Impact Business
gory P P Implications / Notes
Procurement delays;
. concentration risk as
Municipal . .
. projects shift to
. governance failure . .
Fiscal & Governance . . . accredited agencies;
. affecting High High .
Risk . . need for partnerships
infrastructure project .
. with capable
delivery S
municipalities and
agencies.
Conditional Firms must monitor
developmentalism performance-linked
nderperforman . . . municipal grant
u. derperformance Medium Medium-High Y ICIPG gg
(mfrostructure allocations; risk of
delivery tied to delayed payment or
governance metrics) contract suspension.




Tax policy sensitivity

Household
disposable income
maintained; modest

(withdrawal of R20bn | Low Medium consumer
tax hikes) confidence effects;
protects domestic
demand.
Operational risk for
Energy transition energy-intensive
Et\ergy&lndustrial implementation Medium High §eotors; ear!y .
Risk delays (renewables, investment in private
Eskom restructuring) generation and
storage is key.
Cost uncertainty for
manufacturing,
Energy price volatility mining, and
despite supply Medium Medium industrial users;
stabilisation energy hedging and
distributed
generation advised.
Segmented
consumer markets
Labour Market & Persistent inequality . . regL.Jire tgiloreq
. and uneven labour High Medium pricing, financial
Consumer Risk ; ; .
market recovery inclusion strategies,
and differentiated
product offerings.
Policy continuity
likely, but
ANC internall appointments may
leadership shift state
Domestic Political contestation (Patrice . . procurement
. High Medium o
Risk Motsepe, Paul priorities; firms
Mashatile, Fikile should track
Mbalula) factional influence
for contracts and
regulatory approvals.
Administrative
efficiency messaging
DA succession and may shift municipal
municipal Medium Medium procurement
performance focus priorities; monitoring
of federal congress
outcomes advised.
Local political
unpredictability in
MKP dual regions where MKP
centralisation and Medium Medium influences voter
internal resignations sentiment; coalition
dynamics may affect
municipal approvals.
IFP delaying national le!ted ngor—term
. . national risk; focus
conference until Low Low-Medium

post-election

on local governance
during elections.




Provincial &
Municipal
Governance Risk

Gauteng ANC
leadership tensions
(Panyaza Lesufi)

High

High

Provincial policy
implementation may
shift; coalition
negotiations with EFF
and MKP may stall
key infrastructure or
service delivery
projects.

Ekurhuleni mayoral
reshuffles & coalition
friction

High

Medium-High

Potential disruption
of municipal
procurement,
infrastructure
approvals, and
project timelines;
ActionSA and EFF
dissatisfaction
increases execution
risk.

Service delivery
protests (water,
electricity,
sanitation)

High

Medium-High

Operational
disruption for urban
businesses;
reputational risk;
community
engagement and
contingency
planning essential.

Security &
Compliance Risk

Crime governance &
enforcement
intensification

Medium

Medium

Security-sensitive
sectors (retail,
logistics, mining)
need enhanced risk
management;
military deployments
indicate hybrid
governance
environment.

Anti-corruption
investigations and
asset recovery

Medium

Medium-High

Firms involved in
public procurement
must strengthen
compliance, third-
party vetting, and
internal governance
processes; market
access risk.

Water &
Environmental Risk

Water scarcity,
particularly in
Gauteng

High

High

Operational risk for
mining,
manufacturing, and
agriculture; urgent
need for recycling,
storage, and
alternative supply
strategies.

Ineffective long-term
water infrastructure
reform

Medium

Medium

Short-term
stabilisation only;
planning for
structural self-
provisioning critical.




Foreign Policy &

Global trade
fragmentation and

Export-dependent
firms need market
diversification across
Africa and Asia;

Economic . . Medium Medium-High .
. . multipolar economic monitor Western vs.
Diplomacy Risk o
competition non-Western
regulatory
divergence.
Continental
infrastructure
. initiati resent
AU Summit initiatives prese
commitments vs commercial
. Medium Medium opportunity but
domestic . .
. ; require alignment
implementation gap . ) .
with domestic policy
and financing
mechanisms.
Regulatory
predictability and
US—-South Africa investment security
bilateral economic . improved; continued
. Low Medium N
diplomacy monitoring of US-
(Ambassador Bozell) South Africa
economic policy
alignment needed.
Metro-level
governance volatility;
key metros
2026 Locall (Gauteng, Cape
Electoral & Political Government . . Town) at risk for
. L . High High
Economy Risk Elections: coalition procurement delays
instability and service delivery
interruptions; firms
must model coalition
outcomes.
Heightened
Opposition operational and
mobilisation around reputational risk in
service delivery Medium-High Medium-High urban centres;

failures (DA, EFF, MKP,
ActionSA)

election-driven
protests and delays
in approvals likely.




