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Executive Summary

South Africa enters a crucial phase ahead of the 4 November 2026 Local Government Elections (LGE) with a political
and economic environment characterised by reform momentum alongside persistent weaknesses in state and
municipal capacity. Government continues to advance structural reforms in areas including digital transformation,
visa reform, water and infrastructure, but implementation remains uneven. For business, the critical distinction is
therefore between policy progress at national level and operating conditions on the ground. Electricity distribution,
municipal finances, water reliability, logistics, crime and weak economic demand remain significant constraints.

The LGE are particularly important because they could reshape the institutional and operating environment in which
businesses interact with municipalities. The outcome will determine political control, but coalition negotiations will
determine how that control is exercised. This has direct implications for municipal procurement, tariffs, electricity and
water management, infrastructure investment, outsourcing, concessions and public-private partnerships.
Fragmented polling reinforces the likelihood that coalition politics will remain central in major metropolitan areas,
increasing the importance of municipality-specific political and stakeholder analysis.

The political environment is also being shaped by the restructuring of the MK Party under Jacob Zuma, particularly its
implications for KwazZulu-Natal; continuing legal and institutional contestation involving the EFF and President Cyril
Ramaphosa; and increased scrutiny of political party funding and electoral compliance. At the same time,
unemployment has risen to 33.6%, while manufacturing and electricity-generation indicators remain weak. These
conditions create a potentially reinforcing cycle of economic pressure, social dissatisfaction, protest and political
mobilisation as the elections approach.

Internationally, South Africa continues to pursue a strategy of strategic autonomy, seeking to strengthen its position
within the Global South while maintaining critical economic relationships with the United States, European Union and
other Western markets. South Africa’'s international positioning creates opportunities for trade and investment
diversification through BRICS, SADC and other platforms, but also exposes companies to geopolitical risks involving
tariffs, sanctions, technology restrictions, critical minerals, shipping and supply chains.



The principal corporate risk for the next quarter is therefore not any single political or economic development, but the
interaction between political contestation, municipal weakness, infrastructure constraints, social pressure and
geopolitical uncertainty. Businesses should move beyond broad national monitoring towards municipality-specific
risk assessments, election scenario planning, stakeholder mapping, operational resilience and early-warning
systems.

POLITICAL ENVIRONMENT

Local Government Elections: From Political Contest to Operating-
Model Choice

The political environment in August has increasingly been
dominated by preparations for the 4 November 2026 LGE.
The significance of the election extends beyond

determining which parties control individual municipalities. SGI-IE[]TV\IIIEP 2
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challenges directly intersect with the corporate operating

environment. S
The election will influence who controls municipal flnances electricity and water dlstrlbutlon procurement,

infrastructure investment and relationships with private-sector service providers. In municipalities where no party
secures an outright majority, coalition negotiations will be equally important. The key corporate question is therefore
not simply who wins, but what governing arrangement emerges and what municipal operating model it produces.
With the Municipal Structures Amendment Bill (commonly known as the Coadlitions Bill) to establish a clear legal
framework for local government coalition governments only tabled in Parliament in August 2026, there will still be
instabilities in the coalition arrangements post 4 November, until the bill is signed into law.

This is particularly important for businesses with exposure to municipal utilities, infrastructure projects, procurement,
property, logistics, concessions and community relations.

Election Polling and Coalition Risk

The recent Social Research Foundation (SRF) polling points to a highly fragmented national political environment. The
ANC remains the largest party at approximately 34%, followed by the DA at 27%, MK Party at 15%, EFF at 7%, IFP at 5%
and FF+ at 3%. The decline in ANC support and increase in MKP support reinforce the likelihood of competitive and
coalition-dependent municipal outcomes.

The metropolitan picture is more consequential for business. In Johannesburg, the DA leads in current polling, while
Tshwane also points towards a potentially DA-led administration. eThekwini presents a substantially more
fragmented environment, with MK Party leading but no party approaching a majority. These dynamics make coalition
negotiations, party defections, voter turnout and post-election executive appointments important corporate risk
indicators.

Businesses should therefore avoid treating national polling as a proxy for municipal outcomes. Political risk should
instead be assessed at municipal level, taking account of party support, ward-level dynamics, coalition arithmetic,
incumbent performance, candidate disputes and the strategic importance of individual municipalities to the
company's operations.

Competlng Municipal Operating Models

A\

Y\ ¢ The ANC, DA and EFF broadly agree on the problems facing
municipalities: unreliable electricity, inadequate water provision,
deteriorating infrastructure, unemployment, weak revenue
collection and institutional dysfunction. Their differences lie
primarily in how those problems should be addressed.

e The DA places greater emphasis on financial discipline, revenue
ring-fencing, private-sector participation, concessions and
public-private partnerships. This could create opportunities for
companies involved in infrastructure, utilities and municipal
services, while also increasing scrutiny of commercial

, performance and municipal revenue collection.

The ANC places greater emphasis on rebuilding state capacity, strengthening municipal technical and engineering
capabilities, reducing excessive reliance on consultants, improving maintenance and addressing municipal debt. Its
approach also incorporates a stronger social-protection component, including expanded access to basic services.
The EFF advocates a more state-centric model, with greater insourcing, expanded free basic services and reduced
reliance on private contractors.

These competing approaches have direct commercial implications. A company seeking a long-term municipal
concession will face a different operating environment from one supplying a municipality pursuing insourcing.
Similarly, businesses dependent on municipal electricity must assess not merely whether a party promises improved
reliability, but how it intends to finance distribution, manage arrears and enforce payment.

The LGE can therefore be understood as a contest between different municipal operating models, rather than simply
competing political parties.



MK Party: Leadership Consolidation and KZN Risk

The MK Party has undergone significant organisational
restructuring under Jacob Zuma ahead of the elections.
Senior leadership changes, including the elevation of his son
Duduzane Zuma and the removal or reassignment of several
senior figures, point towards greater centralisation of
authority around Zuma.

The expulsion of two MK parliamentarians on 27 August
further demonstrates the party's effort to impose
organisational discipline ahead of the election. The
restructuring may strengthen MK's electoral machinery, but it
also creates potential internal tensions if excluded or

displaced figures retain political influence.
For business, the primary significance is KwazZulu-Natal. MK's electoral performance could materially affect the

province's coalition arithmetic, particularly in eThekwini and other municipalities where no party is likely to secure an
outright majority.

Companies with significant KZN exposure should therefore monitor MK's polling trajectory, internal cohesion,
campaign mobilisation, coalition signalling and relationships with the ANC, DA and IFP.

EFF Leadership and Legal Developments

B ¢ Legal developments involving EFF leader Julius Malema should be
monitored in the context of the party's electoral strategy and
coalition relevance.

¢ The immediate corporate question is whether the legal process
affects Malema'’s leadership authority, campaign mobilisation or
the EFF's internal cohesion. The EFF remains potentially influential
in  municipalities where neither the ANC nor DA can form
administrations independently.

e Any deterioration in EFF organisational cohesion or a significant
change in its electoral performance could therefore alter coalition
configurations and municipal policy direction.

Institutional Contestation and Political Legitimacy

The continuing Phala Phala-related institutional contestation remains relevant to the broader relationship between
the executive, Parliament and constitutional institutions.

For business, the significance lies less in the immediate legal dispute than in whether prolonged political contestation
affects executive authority, government attention and institutional legitimacy.

Electoral integrity is similarly becoming increasingly important. Political party funding, disclosure requirements and
IEC enforcement will be closely watched as the election approaches. Disputed results or perceptions of electoral
unfairness could increase post-election uncertainty and delay the establishment of stable municipal
administrations.

GOVERNANCE
Reform Momentum Versus State Capacity

The governance environment presents a fundamental paradox: government is demonstrating greater reform
momentum, but implementation remains weakest in areas requiring significant institutional capacity and politically
difficult decisions.

Operation Vulindlela’s Phase Il programme illustrates this distinction. Progress in digital transformation, visa reform
and elements of water reform has been more visible than progress in electricity distribution, logistics, municipal
finance and spatial reform.

The corporate implication is important: a reform can be institutionally significant without being operationally
transformative.

Businesses should therefore distinguish between policy announcements, legislation and regulatory changes,
institutional establishment, funding commitments, and measurable implementation.

The final category is the most important for corporate planning.



Electricity: Municipal Finance Remains the Weak Link

e Electricity remains one of the clearest examples of the gap
between national reform and local operating reality.

e Municipalities owe Eskom an estimated R119 billion, creating a
major constraint on electricity distribution and municipal financial
sustainability. While government interventions and restructuring
initiatives may improve the institutional framework, they do not
automatically resolve municipal arrears or improve last-mile
reliability.

e For large electricity users, the most relevant indicators remain:

o municipal financial sustainability;

Eskom arrears;

grid and transmission capacity;

connection timelines;

wheeling arrangements;

curtailment;

outage frequency; and

progress towards alternative supply arrangements.

e This is particularly important for mining, manufacturing, food processing, cold-chain operations and data-intensive
businesses.
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Water: Access Does Not Equal Systemic Reform

e The National Water Access Acceleration Programme represents
meaningful intervention, including funding for boreholes,
rehabilitation and decentralised schemes.

¢ However, increased access should not be confused with resolution
of the underlying municipal water crisis. Treatment capacity,
ageing infrastructure, non-revenue water, maintenance and

i payment discipline remain structural challenges.
e For business, th|s creates opportunities for specialised infrastructure and water-service providers, but companies

should not assume that municipal water systems have become sufficiently reliable or financially sustainable.
e Site-level water security should therefore remain a core operational-risk consideration.

SOCIAL ENVIRONMENT
Unemployment, Crime and Protest as Interconnected Risks

e South Africa's social environment increasingly reflects the interaction between economic insecurity, weak service
delivery, crime and political mobilisation.

e The increase in unemployment to 33.6% in Q2 2026 is particularly significant. Unemployment affects household
consumption, political sentiment, informal economic activity and the likelihood of community mobilisation.

e The risk chain can increasingly be understood as: Economic pressure = household stress — political mobilisation —
protest — operational disruption.

e For consumer-facing businesses, this represents a demand-side risk. For companies operating in economically
vulnerable communities, it is also a stakeholder, security and reputational risk.

Crime and Criminal Justice

» The first-quarter 2026/27 crime statistics present a mixed security
picture. Murder declined by 5.9%, from 5770 to 5427 cases, while
aggravated robbery, carjackings, residential robbery and the
combined category of trio crimes also declined significantly.

* However, attempted murder increased by almost 9%, while assault with
intent to do grievous bodily harm and common assault also increased.
Crime remains geographically concentrated, with the Eastern Cape
and Western Cape recording particularly high murder rates.

e The corporate implication is that national crime statistics can conceal

significant site-level differences. =
e Businesses should therefore focus on where criminal risk is concentrated and how it |ntersects with operatlons

Organised crime, extortion, infrastructure theft, logistics crime and attacks on commercial premises can create
material exposure even when headline crime statistics improve.

e Crime intelligence should consequently be integrated into site, route, supplier, stakeholder and business-continuity
assessments.




Pre-Election Protest Risk

* The period preceding the November election is likely to increase the political salience of service-delivery grievances.

e Electricity failures, water shortages, roads, unemployment and municipal dysfunction may become mobilisation
triggers. Businesses should therefore monitor protest risk geographically rather than nationally.

e A national decline in protest activity may have limited relevance if a single sustained protest occurs around a
company's plant, mine, distribution centre or retail network.

ECONOMIC ENVIRONMENT
The Real Economy Remains Weaker Than the Reform Narrative

e August economic indicators reinforce the distinction between
structural reform and economic transmission.

¢ Unemployment remains elevated, manufacturing activity has
weakened, electricity generation has declined and capacity
utilisation remains subdued. Although inflation moderated from
5.0% in June to 4.3% in July, businesses and households continue
to face significant fuel and utility-cost pressures.

¢ The combination of weak demand and elevated operating costs
creates a difficult investment environment.

¢ The implications differ by sector:
o Manufacturing: weak production and capacity utilisation

B N constrain expansion.

Mining: electricity reliability, logistics and infrastructure remain critical.

Food and beverage: weak consumer demand combines with input-cost pressure.

Retail: unemployment represents a direct demand-side constraint.

Logistics: fuel, infrastructure and freight reliability remain key cost drivers.

Energy-intensive industries: electricity availability remains more important than headline inflation.

* The economic environment can therefore best be characterised as reform activity without sufficient real-economy
transmission.

INTERNATIONAL RELATIONS
Strategic Autonomy Amid Global Fragmentation

» South Africa’s international relations environment in August is increasingly shaped by geopolitical fragmentation and
Pretoria’s effort to maintain strategic autonomy.

* South Africa continues to position itself as a leading voice of the Global South through BRICS, the G20, the United
Nations and regional institutions, while maintaining important economic and diplomatic relationships with the United
States, European Union and other Western partners.

e This balancing strategy creates opportunities to diversify trade, investment and diplomatic partnerships. However, it
also exposes South African companies to the consequences of geopolitical competition, including tariffs, sanctions,
technology restrictions, supply-chain disruption and changes in market access.

e For business, foreign policy is therefore becoming increasingly relevant to commercial planning.
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SADC Leadership and Regional Economic Positioning

e South Africa's assumption of the SADC Chairship for 2026/2027
strengthens its regional leadership role and provides an opportunity
to advance regional infrastructure, industrialisation, agricultural
development and critical-minerals value chains.

* However, regional economic integration remains exposed to political
instability, weak infrastructure, migration pressures, security
challenges and uneven institutional capacity across the region.

e Companies operating across Southern Africa should therefore assess
not only country-level political risks but also cross-border
infrastructure, customs, logistics, migration and  security
dependencies.




BRICS, China and Global South Partnerships

e South Africa's continued participation in BRICS provides
opportunities for investment and trade diversification, particularly
in infrastructure, mining, manufacturing, agriculture, technology
and critical minerals.

¢ China remains particularly important to South Africa's trade and
investment outlook, while relationships with Brazil and other
emerging-market economies can support diversification.

e However, stronger Global South relationships do not eliminate
South Africa’'s dependence on Western markets and financial
systems. The challenge for Pretoria is therefore to expand
strategic partnerships without creating unnecessary commercial
friction with existing trading partners.

US Relations, Trade and Market Access

e US-South Africa relations, especially movements towards AGOA extension by three years, remain a significant
corporate watchpoint. Trade policy, tariff decisions, investment relations and the future of preferential market-
access arrangements can materially affect export-oriented industries.

e The greatest corporate risk is not necessarily a breakdown in diplomatic relations, but the gradual translation of
geopolitical disagreements into higher tariffs, regulatory restrictions, investment uncertainty or technology controls.

e Companies with significant US exposure should therefore incorporate geopolitical scenarios into export, sourcing and
investment planning.

Geopolitics and Supply Chains

¢ Global conflicts, particularly in Ukraine and the Middle East, continue
to create risks for energy prices, shipping, insurance and global
supply chains.

» South African businesses can be affected indirectly through:

fuel and energy prices;

shipping costs;

insurance premiums;

fertiliser and commodity prices;

critical mineral demand;

technology restrictions; and

disruptions to major maritime routes. \_ Y,
e The international-relations risk for South Africa is therefore increasingly trcmsm|tted through the commercial

economy rather than diplomacy alone.

CROSS-CUTTING STRATEGIC ISSUES
Municipal Finance as the Central Transmission Mechanism

¢ Municipal financial weakness sits at the intersection of politics, governance, infrastructure and social risk.

e Weak revenue collection contributes to Eskom arrears and infrastructure deterioration. Infrastructure deterioration
contributes to poor service delivery. Poor service delivery contributes to protest and political dissatisfaction. Political
dissatisfaction influences election outcomes, which determine municipal leadership.

e The resulting cycle is: Municipal finance — service delivery — social pressure — elections — coalition formation —
municipal policy = municipal finance.

¢ This should be treated as a single strategic risk rather than a collection of separate issues.
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Codlition Politics as a Corporate Risk

e Coalition politics should no longer be treated as exclusively political.

e Coalitions can affect:

procurement;

municipal leadership;

infrastructure projects;

tariffs;

utility management;

outsourcing and insourcing;

concessions;

public-private partnerships; and

stakeholder relationships.

e Companies with substantial municipal exposure should therefore incorporate coalition analysis into routine political-
risk monitoring.
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Infrastructure as the Common Economic Constraint

 Electricity, water and logistics represent a common constraint across sectors.
e The critical corporate question is not whether government has announced infrastructure reforms, but whether those
reforms are sufficiently advanced to change the operating environment faced by individual businesses.

CORPORATE DECISION IMPLICATIONS

e Businesses should use the period between September and November to move from broad national monitoring
towards specific operational exposure assessment.

e Companies should:
l.Identify strategically important municipalities and develop election and coalition scenarios.
2.Assess the financial health and service reliability of municipalities hosting major operations.
3.Map exposure to different political parties’ municipal operating models.
4.Strengthen monitoring of protest, crime and community mobilisation around critical assets.
5.Stress-test Q4 assumptions around electricity, water, logistics, fuel and consumer demand.

6.Assess exposure to international trade and geopolitical disruption.

7.Review contingency arrangements for critical infrastructure dependencies.
8.Maintain updated political and stakeholder maps for priority municipalities.
9.Distinguish government announcements from measurable implementation.
10.Establish clear early-warning indicators and escalation thresholds for material risks.
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