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About Frontline Africa Advisory

Frontline Africa Advisory is a Pretoria-based, Level 1 B-BBEE strategic advisory firm specialising in
political risk, public affairs, regulatory intelligence and stakeholder engagement. With more than a
decade in business, we help businesses, investors and institutions interpret South Africa’s evolving
political, policy and regulatory landscape.

We translate complexity into practical insight and actionable strategy by monitoring political and
legislative developments, assessing regulatory risks and opportunities, and advising on stakeholder
engagement so clients can navigate uncertainty with confidence.

Executive Summary

Thesis: South Africa is not a collapsing democracy. It is a complex emerging market with serious governance
and state-capacity challenges, but also with durable constitutional institutions, active political competition,
credible checks and balances, a strong civil society and meaningful reform momentum.

Investor view: The investment case is noft risk-free; it is resilience-based. South Africa’s risks are real, but they sit
within a constitutional system that continues to expose wrongdoing, absorb political change, protect
institutional independence and create channels for reform.

Key takeaways

e Governance risk is material, but accountability mechanisms remain active. Corruption and institutional
abuse continue to damage trust, yet Commissions of Inquiry, courts, Parliament, media and civil society sfill
expose and contest wrongdoing.

e The 2024 election was a democratic stress test that the system absorbed. The loss of the ANC's
parliamentary majority led to negoftiation and coadlition arrangements, not constitutional rupture.

e Core institutions remain intact. The judiciary, Parliament, National Treasury and other institutional checks
continue to constrain power and support accountability.

e The central challenge is execution. South Africa’s problem is the gap between strong constitutional
architecture and weak state capacity, especially at local government level.

e Reform momentum remains visible. Operation Vulindlela reforms in energy, logistics, telecommunications,
water, infrastructure and visas, though without challenges, point to continued efforts to unblock growth
constraints.

e The economy is strained, not broken. Low growth, unemployment and inequality remain severe, but the
country retains deep capital markets, sophisticated financial institutions, private-sector depth and regional
trade potential through the AfCFTA.

Investor implications

Investors should assess South Africa through a balanced lens: governance risk, policy execution and state
capacity must be priced seriously, but so too must institutional resilience, reform capacity, private-sector
strength and long-term regional opportunity. The market remains difficult, but not failed.

South Africa’s risks are real, but so is its institutional resilience. The country’s future will depend on whether
democratic resilience can be converted into better governance, faster growth and stronger state capability.
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Data highlights for investors

Key investor data signals at a glance, highlighting macroeconomic pressure, political transition and reform

momentum.
Table 1: Selected South Africa indicators and investor relevance, current to July 2026.

Indicator Latest signal Investor relevance

Confirms severe labour-market
pressure and the need for faster
growth and job creation.

32.7% in Q1 2026, up from 31.4% in

U I i
nemploymen Q4 2025

Signals modest recovery
momentum, but growth remains
below the level needed to
materially reduce unemployment.

Real GDP expanded by 0.5% in Q1
GDP growth 2026; World Bank projected 1.4%
growth in 2026 and 1.5% in 2027.

Inflation remains a key
Consumer inflation rose to 4.5% in | watchpoint, particularly where
May 2026, from 4.0% in April. fuel prices and external shocks
affect costs.

Inflation

Confirms a structural shift to
coalition and negotiated politics,
absorbed within constitutional
rules.

ANC support fell to 40.18% and 159
2024 election outcome of 400 National Assembly seats; no

party secured a majority.

Operation Vulindlela continues to | Provides a mechanism for

Reform momentum target energy, |ogi5fics, onressmg boT’rIenecks that
telecommunications and other directly affect investment,
binding constraints. productivity and growth.

2019-2026 economic context

Table 2: Additional economic indicators over 2019-2026 that reinforce the note's themes of resilience,
constraint and reform dependency.

2019-2026 signal Why it fits this note

GDP contracted sharply in 2020,

rebounded in 2021, and then Reinforces the argument that
settled into weak growth. World South Africa is constrained by

Low-growth trap Bank data places 2025 growth at | weak execution and structural
about 1.1%, while IMF country bottlenecks, not by institutional
data projected 2026 real GDP collapse.

growth at about 1.0%.

Unemployment remained above | Shows why faster investment,

30% through much of the period reform implementation and
Persistent unemployment and reached 32.7% in Q1 2026; private-sector participation are
broader labour underutilisation central to the country’s risk
was also elevated. outlook.
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Inflation rose during the post-
pandemic and energy-price
shock period, but moderated
Inflation credibility thereafter. By May 2026, CPI was
4.5%, still within a manageable
range by emerging-market
standards.

Supports the document’s point
that macroeconomic institutions,
including the South African
Reserve Bank, remain credible.

Eskom reported an improvement
in its energy availability factor
from about 55% in FY2023 to about
65.16% in FY2026, alongside @
sustained reduction in load
shedding.

Demonstrates that severe
infrastructure constraints can
improve when operational focus,
reform pressure and private-sector
response align.

Energy recovery

Gross fixed capital formation
remained subdued; World Bank
data places gross fixed capital
Weak fixed investment formation at about 14% of GDP in
2025, and Q1 2026 fixed
investment declined from Q4 2025
levels.

Highlights the central investment
challenge: South Africa has
institutional depth, but needs
stronger confidence, execution
and infrastructure delivery to lift
capital formation.

Source note: Data points draw on public releases and reporting from Statistics South Africa, the South African Government, the
South African Reserve Bank, Eskom, the World Bank, the IMF, the Electoral Commission of South Africa and related market
commentary current to July 2026.

South Africa’s risks are real: corruption, weak service delivery, high unemployment, slow growth, organised
crime and declining trust in parts of the state. But risk is only half the story. The more important investment
question is whether the country still has the institutions, political mechanisms and reform capacity to manage
those risks.

At Frontline Africa Advisory, clients increasingly ask one question: Is South Africa still a stable democracy and a
credible investment destination?

Our answer is clear: South Africa has a serious governance and state-capacity problem. It does not have a
democratic collapse problem. Its constitutional institutions continue to expose wrongdoing, constrain power,
enable political competition and provide channels for citizens, businesses and communities to challenge
government decisions.

That distinction matters. Investors should not ask whether South Africa has problems. It does. They should ask
whether those problems exist within a system capable of identifying, contesting and correcting them. On that
test, South Africa remains far stronger than the crisis narrative suggests.
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1. Accountability is still functioning

Recent revelations from the Madlanga Commission and Parliament’'s Ad Hoc Committee into policing
interference are troubling. They sit alongside earlier failures exposed through the Zondo Commission, the
Nugent Commission, Life Esidimeni, the Arms Deal during the early days of freedom and other episodes that
damaged public trust.

These cases confirm a hard truth: corruption and institutional abuse remain major risks. They weaken state
capacity, deter investment and erode confidence.

But they also confirm something else: wrongdoing is sfill exposed, investigated and debated in public. The
Zondo Commission created an authoritative record of state capture and showed that senior politicians,
officials and private actors can be subjected to formal scrutiny.

Democracies are not judged by the absence of failure. They are judged by whether failure can be uncovered,
challenged and corrected. South Africa still passes that test.

2. Political change is being absorbed constitutionally

The 2024 elections were a defining stress test. For the first fime since 1994, the ANC lost its parliamentary
majority. The country did not descend into constitutional crisis, widespread violence or unconstitutional
rupture.

Power was reconfigured through negotiation, not coercion. The Government of National Unity (GNU) and
Provincial Governments of Unity (PGUs) in Gauteng and KwaZulu-Natal are imperfect, but they show that the
constitutional system can absorb major political change.

For investors, this is material. Political contestation is not the same as instability. In a functioning democracy,
contestation is the mechanism through which the system adjusts.

3. Core institutions remain intact

South Africa’s judiciary remains a critical safeguard. Over three decades, the courts have repeatedly affirmed
that no individual, party or institution stands above the Constitution. Executive decisions are reviewable.

Legislation is scrutinised and sometimes set aside on account of it being inconsistent with the Constitution.
Public institutions can be compelled to meet constitutional obligations. Parliament has also become more
contested. With no single-party majority, oversight, negotiation and accountability matter more. Committees
are more assertive, and ministers now face scrutiny from multiple political centres.

Fiscal institutions remain relevant. National Treasury’s decision to temporarily withhold equitable share transfers
from municipalities shows that the state retains mechanisms to enforce financial discipline, even when doing
so is politically uncomfortable.

4. The problem is capacity, not constitutional failure

South Africa’s most pressing challenge is the gap between strong constitutional architecture and weak
implementation. Local government illustrates the point: many municipalities face financial distress,
administrative weakness, infrastructure backlogs and poor service delivery.

Yet even at local level, democratic mechanisms remain active. Councils change hands through elections.
Opposition parties govern municipalities. Coalitions form and dissolve through constitutional processes.
Citizens, businesses and civil society still challenge unlawful decisions.
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This is a democracy struggling with delivery, not a democracy abandoning democratic rules.

5. Civil society keeps the system honest

The country’s civil society is a major democratic asset. Community organisations, professional bodies, business
formations, universities, think tanks, advocacy groups and investigative journalists continue to challenge
power, shape debate and defend constitutional righfs.

This makes governance uncomfortable. That is the point. A healthy democracy is not quiet; it allows criticism,
litigation, investigation and public pressure.

To outside observers, South Africa can look noisy. But democratic noise is not democratic weakness. In open
systems, disagreement is visible. That visibility is a strength.

6. Reform capacity remains visible

Operation Vulindlela, led by the Presidency and National Treasury, is an important signal. Its focus on
electricity, telecommunications, water, transport, infrastructure, visa reform and government-system efficiency
directly targets constraints facing investors and businesses.

Reform remains difficult and uneven. But the initiative shows that the state can diagnose constraints, prioritise
bottlenecks and create mechanisms to unblock growth.

For investors, that matters. Countries are not judged by whether they have problems. Every market does. They
are judged by whether institutions can identify constraints and act on them.

7. The economy is strained, not broken

South Africa’s economic pressures are severe. Growth remains too low. Unemployment, at 32.7% in the first
quarter of 2026, is a major social and economic risk. Inequality and infrastructure constraints continue to
weigh on productivity.

But strain is not collapse. Inflation has moderated. The South African Reserve Bank remains credible. Electricity
supply has improved from recent lows. Private investment in renewable energy has accelerated. Reforms in
energy, logistics and telecommunications, though uneven, are creating new openings for the private sector.

South Africa still has significant economic depth: sophisticated financial institutions, deep capital markets,
globally competitive companies, strong professional services and one of Africa’s most advanced exchanges.
The AfCFTA adds further regional growth potential.

8. Key note for investors

South Africa should not be assessed through crisis headlines alone. It is a complex emerging market with real
governance failures, but also with constitutional stability, institutional depth, private-sector capability and
visible reform momentum.

The investment case is therefore not risk-free. It is resilience-based. Competitive elections, independent courts,
parliamentary oversight, fiscal discipline, active civil society, reform initiatives, deep capital markets and
regional tfrade opportunities provide a stronger foundation than the public narrative often allows.

The challenge is execution: converting democratic resilience into better governance, faster growth and
stronger state capability.
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For investors, the message is simple: look beyond the noise. South Africa remains a difficult market, but not a
failed one. Its risks are real, but so is its institutional resilience and long-term opportunity.

The task ahead is not to rescue democracy from collapse. It is to build a more capable, ethical and
developmental state on top of democratic institutions that remain fundamentally intact.

9. Conclusion

South Africa’s political and economic environment is difficult, but it is not defined by democratic collapse or
institutional failure. The country remains a functioning constitutional democracy with the ability to expose
wrongdoing, absorb political change, protect institutional checks and sustain reform-oriented debate.

The risks are material. Corruption, weak local government, high unemployment, slow growth, infrastructure
pressure and poor execution all constrain confidence. These risks must be priced seriously by investors and
policymakers alike.

Yet the evidence points to resilience rather than rupture. Competitive elections, independent courts,
parliamentary oversight, fiscal discipline, active civil society, private-sector depth, reform platforms and
regional trade opportunities all provide a foundation for recovery and renewed investor confidence.

South Africa should be approached as a reform-dependent opportunity, not a failed market. Its risks are redl,
but they exist within a system that still has the institutional tools to manage, contest and correct them.

Risk is concentrated in execution: implementation, state capacity and local government performance remain
the central constraints.
e Resilience is institutional: the Constitution, courts, Parliaoment, civil society and fiscal institutions continue to
matter.
e Opportunity is reform-linked: energy, logistics, infrastructure, visas, trade and private-sector participation
will determine the upside.

Final message: Investors should look beyond the noise, but not ignore the risks. South Africa remains a difficult

market, but not a failed one. Its long-term investment case rests on whether democratic resilience can be
converted into better governance, faster growth and stronger state capability.
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