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A milder than usual winter – as well as a resilient 
private sector – in the US led to strong labour 
market conditions, rebounding retail sales and 

In the euro area, sharply lower gas prices also 
led to a rebound in conditions as the private 
sector – consumers and corporates – suddenly 
had more spending power. The reopening 
of the Chinese economy after Covid led to a 
stronger than expected rebound in economic 
activity as consumers happily resumed spending 
and travel, while supply chain pressures eased 
sharply, allowing strong business activity to 
resume. 

The strong rebound in activity in these three 
large areas is evident in the performance of JP 
Morgan’s Global Purchasing Managers’ Index 
(PMI). The PMI rebounded from an average 
Q4 2022 level of 48.4 (in other words, in 
contractionary territory – 50 is considered the 
neutral level) to a strong expansionary level of 
53.4 by March 2023. The bulk of this recovery 
came from services sectors (rebounding from 
48.4 in Q4 2022 to 54.4 in March this year) while 
manufacturing’s recovery was visible but not as 
strong.

– relative to expectations – in the US and 
euro area, even though the traditional year-
on-year percentage change rates have eased 
from recent cycle peaks. The underlying pace 
(i.e. the shorter-term trends over the latest 
3-month period) has also slowed, indicating 
reduced price pressures. There is always some 
inertia or stickiness around turning points in 

(the Federal Reserve Board) and the ECB 
(European Central Bank) to remain hawkish in 
their monetary policy settings. Fed Chairman 
Jerome Powell indicated in his Congressional 
testimony early in March that the Fed was 
comfortable to hike by 50 basis points (bps) – 
after initially downsizing from a 50bp rate hike 
in December 2022 to a 25bp rate increase in 
February 2023 – at the March Federal Open 
Market Committee (FOMC) meeting in reaction 

time of the eventual policy meeting later in 
March, as the Fed became concerned about 
the potential fallout of some upheaval in the 

increase in interest rates over a brief period was 
bound to expose some unsound investment 
decisions and management in some banks. This 

contagion, though. 

Global economy:
Quarterly Economic Commentary

The global environment has improved markedly since 
late last year when recessions in the US and euro area 
were the base case forecast for 2023. 

Name and Surname
Economist at CGF

As a result of this underlying improvement, 
growth forecasts for 2023 have been raised 
across the Big 3 economies. US and euro area 
growth will still be weaker than in 2022, but 
Chinese growth will be close to double what 
was recorded in 2022. The latter’s rebound will 
provide staunch support to other emerging 
markets (EMs) and indeed the global economy. 
Recessions in the US and euro area are still 
possible but will likely be pushed out towards 
late in 2023 – or early 2024 – and could be 
milder and shorter in duration than previously 
expected. 

These are my current (April 2023) growth 
forecasts for 2023 (compared to my January 
forecasts):

months, as supply chain pressures, oil and food 
prices and other pipeline price pressures have 
eased substantially. The slowdown in euro area 

by an extended “pause” in rate moves. Rate 
cuts in the US seem likely from early 2024 
onwards. Meanwhile, the ECB could hike rates 
by another 75bps before pausing. Rate cuts 
in the euro area might be further away than in 
the US. This expected rate cycle, combined 
with better growth in emerging economies 
relative to developed economies, will likely see 
a further gradual weakening of the US dollar. 
There is likely to be some form of risk-on trade 
coming back later this year – perhaps gaining 

cut in the US early in 2024. This should be good 
news for emerging markets.2023

Forecast
(April 
2023)

2023
Forecast 
(January 
2023)

2022
Actual

2021 
Actual

US 1.7% 1.2% 2.1% 5.7%

Euro 
area

1.1% 0.6% 3.5% 5.3%

China 5.8% 5.4% 3.0% 8.1%

While growth continued to surprise to the upside 
during April and May, softer growth signals emerged 
during June. Headline in� ation slowed more decisive-
ly during the past few months, compared to still high 
in� ation in the � rst few months of 2023. Unfortunately 
core in� ation eased far less. Investors initially liked this 
mix of still decent growth and lower in� ation, but the 
still-too-strong growth presented headaches for most 
central banks.

Global growth has been surprisingly strong despite 
substantial interest rate hikes over the past 18 months. 
While manufacturing activity has downshifted, ser-
vice industries have maintained robust growth. Easing 
supply chain constraints, the spillover e� ects from the 
Chinese reopening and lower gas prices in Europe, 
combined with resilient private sector activity (includ-
ing relatively robust private consumption expenditure) 
have provided signi� cant support.

US growth was lifted by robust employment, support-
ing consumer spending. Labour market strength � nally 
seems to have peaked – and while further weakness is 
expected in coming months, the economy will likely still 
achieve the Fed Chairman Jerome Powell’s oft-repeated 
‘soft landing’.

The Federal Open Market Committee paused the rate 
hiking cycle in June to allow for a gauging of the impact 
of past rate hikes on the economy and in� ation. But 
they warned that more rate hikes could be needed. 
Since the ‘pause’ meetiWng the data was somewhat 
con� icting with employment stronger than expected, 
while in� ation surprised to the downside.

Chinese growth strength in the � rst quarter was dis-
placed by a sudden slowing in the second quarter. As 
a result, the Chinese authorities have employed incre-
mental policy easing measures to support the econo-
my. These included rate cuts and other monetary and 
� scal easing measures. Growth in 2023 is still expected 
to be stronger than in 2022 – around 5.5% vs 3%.

Restrictive policies in the developed world, easing poli-
cies in China and elsewhere in the emerging world, will 
aid better growth in Emerging Economies. Combined 
with the soon-to-bepriced expectations by markets of 
US rate cuts will further aid a risk-on trade, away from 
developed economies towards emerging economies. 
South Africa, despite her many homegrown problems 
should bene� t from that. This includes prospects for the 
rand exchange rate to recover against a weakening 
dollar, which will likely be the result of such a risk-on 
trade.

Quaterly Economic Commentary

Global Economy:

The second quarter marked a psychological turning 
point for the global economy in terms of growth, 
infl ation and monetary policy settings. 
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Growth surprised sharply to the upside relative to much 
weaker performance expectations. On the � ipside,am-
biguity around the Government’s ‘neutral’ stance on 
Russia’s war against Ukraine led to signi� cant concerns.

Relative to widely held fears that the economy would 
slip into recession in the � rst few months of the year, 
gross domestic product (GDP) rebounded strongly in 
the � rst quarter. After the negative growth performance 
in the last quarter of 2022, the view was that the severe 
loadshedding in 2023 would result in another negative 
growth quarter in the � rst three months of 2023. 

With the data release in early June, it became clear that 
the economy has become far more insulated against 
loadshedding. First quarter GDP showed growth of 
+0.4% (on a quarteron-quarter percentage change ba-
sis) or +1.4% on an annualised basis. While this is a very 
weakgrowth performance relative to what this country 
needs, the unexpected positive growth was a welcome 
windfall. 

Of all the production sectors, only utilities and agricul-
ture experienced negative growth. Unexpected posi-
tive growth in mining and manufacturing production 
showed the private sector’s resilience in the face of 
loadshedding.

Spending also performed better than feared. Real 
-household consumption expenditure recorded +1.6% 
annualised growth in the � rst quarter of 2023 and 
wholesale, retail and car sales all printed further pos-
itive growth numbers in April. New car sales were up 
almost 10% in the second quarter compared to sales in 

quarter one.

The message is clear; while the electricity crisis is a big 
detriment to sentiment, the underlying position is   not 
quite as dire as feared. The economy has become more 
resilient and better equipped to run on less Eskom-gen-
erated power. While growth has been dismal and will 
undoubtedly be weak for the rest of the year, it is not 
the all-fall-down scenario envisioned at the start of 
2023. We expect real GDP growth of 1.2% in 2023.

Despite this better-than-feared growth performance 
overall sentiment took a severe beating when the ‘Lady 
R’ situation exposed SA’s Russia stance. This has exposed 
the SA economy to even more risk around potential 
sanctions and expulsion from AGOA. The risk around 
this has since been defused somewhat. While USA sanc-
tion against SA would be devastating,the probability of 
sanctions is currently very low.

In� ation remained relatively ‘sticky’ during quarter one, 
averaging 7% due to continued high food in� ation. 
However, pipeline prices, from farm to factory suggest-
ed food and other price pressures were easing, which 
should soon re� ect in consumer prices. By May, partly 
thanks to food in� ation dropping from 14.3% in April to 
12% in May, headline CPI in� ation eased to 6.3%.June 
food in� ation will likely ease further to around 11% and 
headline in� ation could drop to below 6%.

Confl icting forces impacted the SA economy during 
the second quarter of 2023. Growth surprised sharp-
ly to the upside relative to much weaker performance 
expectations. 

Quaterly Economic Commentary

SA Economy:



It is now time for it to pause and gauge the economic 
impact of past rate increases. While their risk-averse 
stance has served the economy well, there is no need 
for further rate hikes given the recent easing in headline 
and food in� ation.

Current SA economic growth is still very weak but has 
proven relatively resilient in the face of many challeng-
es. As argued before we expect policy changes to lift 
medium-term economic growth to better levels than 
the dismal growth of the recent past. In� ation is easing 
back to intarget performance and interest rates are 
close to a peak.

The rand exchange rate will bene� t from US rates 
peaking, a softer dollar and a risk-on trade globally. The 
rand is substantially weaker than fundamentals suggest 
– likely pricing in more risk than needed. As such, the 
rand could recover markedly from present levels.

While the Reserve Bank has been rightly concerned 
about continued high infl ation expectations, the 
decline in actual infl ation will also drive expectations 
lower. 

Quaterly Economic Commentary

SA Economy:
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