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Executive Summary

July reflected the growing interaction between governance performance, political positioning, economic
management and foreign policy as South Africa remains in high gear ahead of the 4 November Local Government
Elections.

National Treasury’s intervention in financially distressed municipalities, deteriorating audit outcomes, and the
migration response reinforced the view that state capacity is now a central determinant of electoral credibility and
investor confidence.

The political environment also became more contested. The Section 89 impeachment process, Speaker-related
court manoeuvres, and sharpened opposition positioning added a new layer of institutional uncertainty at a time
when parties were already shifting from GNU-era consolidation toward local election campaigning.

At the same time, government continued to pursue economic diplomacy and policy signalling, including municipal
oversight, strategic petroleum planning, and regional industrial integration.

From a business perspective, July was less about a single shock than a steady accumulation of political, legal and
administrative pressure points. The main message for investors is that South Africa remains operationally functional,
but delivery risk, coalition volatility and legal contestation are increasingly shaping the near-term outlook.



Governance, state capacity and public administration
Municipal discipline is becoming a policy priority

. e e National Treasury recently signaled a stricter stance on
" municipal financial discipline, but also highlighted the delicate

b o Iliflaﬁ oP balance required in its enforcement.
 |Initial Escalation: Treasury temporarily withheld in early July
: Fhsai equitable share transfers from 69 municipalities due to
x owi works for sl persistent financial mismanagement, including unfunded

T budgets, excessive unauthorized expenditure, and failure to
e % pay key entities like Eskom.
et N @ e However, funds were subsequently released conditionally on
P Friday 31 July, not due to compliance, but to prevent the
¥ ey i collapse of essential services for vulnerable citizens.
The New Normal: This is not a retreat from enforcement, but a move towards conditional fiscal accountability. Future
funding depends on strict monitoring, compliance milestones, and quarterly reporting.
Systemic Risk: The intervention echoes concerns from the Auditor-General regarding persistent weaknesses in
municipal governance, which are increasingly seen as a systemic governance and economic risk.
The ongoing municipal instability directly impacts business operations and risks:
o Operational Disruptions: Unreliable electricity, water, and deteriorating infrastructure.
o Investment and Planning: Uncertainty around local investment execution, permitting delays, and potential
impacts on property markets and logistics.
Elevated Risk: Municipal creditworthiness and service delivery failures must be factored into risk assessments.
Engagement is Key: Increased engagement with municipalities and relevant authorities will be necessary to
secure reliable services.

Cabinet, resilience policy and regional industrial strategy

Policy remains focused on longer-term economic stability

Cabinet is prioritising long-term economic stability and 4§
systemic resilience through a series of key policy initiatives.
Early July decisions advanced the Draft Strategic
Petroleum Stocks Policy, proposing a 60-day strategic fuel
reserve, alongside the Integrated Social Facilitation
Framework (ISFF) for managing infrastructure project risks
and the SADC Protocol on Industry for regional
manufacturing integration. This agenda was significantly
expanded on 29 July, with Cabinet emphasising
accelerated economic reforms. This broader focus
includes unlocking renewable energy investments, urgent
interventions to improve port and rail logistics, prioritising
water  security infrastructure, accelerating digital
transformation, and targeting interventions to improve

governance in struggling municipalities.
For the private sector, this expanded policy focus signals potential improvements in supply chain resilience due to

enhanced fuel security and a reduction in project disruptions through better community engagement frameworks.
The continued emphasis on regional industrial policy creates opportunities for cross-border manufacturing value
chains, while the explicit focus on energy, logistics, and water suggests targeted government investment and
potential partnership opportunities in these critical infrastructure sectors. However, despite the positive policy
direction, businesses in the energy, transport, and manufacturing sectors must vigilantly track the quality and speed
of implementation, as this remains the primary risk to realising the intended benefits of these reforms.

The Section 89 impeachment process and institutional
contestation

The impeachment committee has become a live political and
procedural risk

The Section 89 Impeachment Committee extended the deadline for political parties to submit additional nominations
for an evidence leader after members raised concerns about candidate availability and a possible conflict of interest
involving one nominee.

Parliament’s legal team is expected to conduct further availability checks and due diligence before the committee
reconvenes.



e The Western Cape High Court found in Ramaphosa'’s favour in
his bid to halt the impeachment proceedings pending the
outcome of his judicial review challenge to the 2022 panel
report and parliament will appeal the judgement. During that
time, the committee may continue looking for a suitable
evidence leader.

e The matter has also drawn in other institutional actors. The
National Assembly Speaker filed a notice to abide in the
President’s application, while the committee rejected efforts to
accelerate or widen the process around speaker testimony.
The result is a politically charged but procedurally cautious

A environment in which the legal timetable now matters as

. y much as the parliamentary one.

» For business, the importance of this issue lies not in the immediate policy content of the impeachment process, but in
what it signals about institutional friction at the top of the system. Continued legal escalation risks consuming elite
attention, delaying decisions, and amplifying uncertainty around political leadership and coalition cohesion.

e For business, this means:

o Political uncertainty may rise if court rulings prolong parliamentary contestation.

o Investor sentiment could weaken if institutional conflict becomes a recurring feature of the post-election period.

o Regulatory and policy timing may be affected by elite distraction.

o Businesses should monitor judicial milestones and parliamentary procedural changes as part of political-risk
management.

Political repositioning ahead of the 2026 Local Government
Elections

Local politics is now the main theatre of contestation

e As the local government elections approach, parties are
increasingly competing on  governance  competence,
accountability and administrative credibility rather than ideology
alone. Municipal performance, candidate selection and coalition
bargaining are now central to electoral strategy.

e The ANC is using councillor nominations and internal mobilisation
to project renewal and organisational discipline ahead of the poll.
The party’s NEC lekgotla on 25-26 July was especially important
because it sought to shape message discipline, candidate SOUTHAFRICA
strategy and campaign priorities across municipalities.

e The DA continues to focus on service delivery, administrative competence and municipal accountability, while
ActionSA remains strategically positioned in coalition-heavy metros. The EFF and MK Party are using parliamentary
confrontation and legal-political pressure to sustain visibility and broaden influence. The IFP remains relevant in
negotiated municipal arrangements, especially where coalition arithmetic may determine control.

* The election campaign is also being shaped by high-profile legal and parliamentary episodes. MK Party support for
the EFF's no-confidence motion against Speaker Didiza, together with Gana’s rejection of the MK Party’s bid to
summon the Speaker to the impeachment committee, shows how institutional procedures are becoming politically
charged instruments of contestation.

* Key implications for business include:

Coalition fragmentation increases policy unpredictability in metros and hung councils.

Procurement, infrastructure and service-delivery decisions may become more politicised.

Investors should expect sharper local political competition around municipal performance.

Council-level political mapping is becoming essential for firms with local government exposure.
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Party positioning shapshot

July positioning Business relevance

ANG Candidate selection, governance Indicates whether the governing party can
credibility, organisational renewal stabilise local governance

DA and FE+ Emphasis on municipal performance and Relevant for metro administration and
oversight procurement discipline




Procedural and parliamentary Adds uncertainty to institutions and

MK Party . - .
confrontation coalition dynamics

EEF No-confidence and anti-establishment Raises contestation in legislative and
pressure municipal arenas

P Codalition relevance in contested local Important in hung councils and negotiated
arrangements governance

ActionSA, Patriotic _ . Significant for coalition outcomes and local

. Potential kingmaker in metros . . .
Alliance policy direction

Government’s migration response and regional diplomacy

Enforcement has become more operational, but diplomacy
remains the weak point

e Government's migration response shifted from rhetoric to
implementation through the Inter-Ministerial Committee on
Migration, stricter labour inspections, lawful deportations and the
Temporary Repatriation Processing Centre (TRPC) in Musina.
Parliamentary oversight visits to Musina and Beitbridge showed a
more coordinated institutional approach.

e By late July, more than 72,000 foreign nationals had been
processed through the TRPC, with the majority subsequently
repatriated. However, the response has also generated
diplomatic friction, with affected states such as Ghang,
Zimbabwe and Nigeria, arguing that South Africa has not paired

N domestic enforcement with sufficient regional consultation.

For busmess mlgratlon policy is relevant because it can affect labour availability, border efficiency, informal trade,

logistics and the operating climate in border provinces and urban centres. The key issue is less the policy direction

itself than whether enforcement is predictable, lawful and diplomatically managed.

Specific implications for business include:

Workforce and mobility risk may rise in sensitive sectors and border regions.

Cross-border trade and logistics can be affected by policy frictions.

Reputation risk increases for firms operating in politically charged migration environments.

Businesses with regional supply chains should maintain contingency planning for border disruptions.
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Economic and external environment

Stability remains intact, but structural constraints continue
to cap growth

Macroeconomic conditions remained broadly stable during July, but labour market weakness and structural
constraints continued to limit stronger growth. That means the business environment is neither in crisis nor in a rapid
recovery phase.
South Africa also continued to pursue economic diplomacy through Europe, the United States and regional partners.
This is strategically important, but external engagement will only translate into stronger business confidence if
domestic policy execution remains credible and consistent.
The practical implication for investors is that South Africa’s near-term risk is increasingly execution risk rather than
macro instability. Where government delivers, the environment is manageable; where governance fails, the impact is
amplified at municipal and political level.

For business, specific implications include:

o The macro backdrop supports planning, but not complacency.

o Growth-sensitive sectors remain exposed to labour and infrastructure weakness.

o External confidence depends on policy consistency and delivery.

o Investors should distinguish between national stability and local operational risk.



Near-term outlook

e The next three months will be shaped by three overlapping tests: whether municipal enforcement improves local
governance, whether the impeachment process deepens institutional distraction or resolves procedurally, and
whether government can balance migration enforcement with regional diplomacy. The ANC's lekgotla and the
election campaign season will also sharpen competition across all major parties.

e For business, the core message is that South Africa remains investable, but the risk premium will increasingly depend
on local governance quality, political cohesion and implementation credibility rather than headline macro indicators
alone.

Risk matrix: next 3 months

. Likeliho . .
Risk area od Key watchpoints Business exposure
Municipal Treasury interventions, audit . I

. . . . . Local operations, utilities,
governance and High High High regressions, municipal
) ) contracts, property
service delivery protests
Section 89 . Court ruling, evidence- e . .
. 8 . Medium . g. . Political uncertainty, policy
impeachment High . High leader nominations, . . .
-High . distraction, sentiment

process committee delays
Local election ANC lekgotla, mayoral Council stability,
positioning and High High High nominations, opposition procurement, investment
coadlition volatility alliances timing

. . . Medi . Deportation level . .
Migration tensions ediu . Medium gpo a |.o evels, Workforce risk, corridors,

. . m- Medium . diplomatic response, labour .
and regional spillover . -High . ) reputation
High disruption
Economic diplomac . . .
P Y | Mediu . . US/EU/regional engagement, | Market access, investor
and external Medium | Medium . .
o m trade messaging confidence
credibility
Macro resilience vs Mediu . . Inflation, labour market, Growth assumptions,
. High Medium | . .

structural constraints | m infrastructure performance operating costs
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