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PRESS RELEASE

For immediate release —20 May, 2009

IPM ANNUAL BUSINESS CONFERENCE ADDRESSES MONETARY POLICY, BUSINESS PROSPECTS
AND RETIREMENT REFORM

Dr X P Guma, Deputy Governor of the South African Reserve Bank, was the keynote speaker at the
IPM Annual Business Conference held in Durban yesterday. His address outlined the South African
Reserve Bank’s role in maintaining a stable background for the economy.

Dr Guma said that monetary policy can prevent money itself from being a major source of economic disturbance and can
also provide a stable background for the economy, such policy being the primary responsibility of national central banks.
He said, “Logically, therefore, if monetary policy is to provide a stable background for the economy, it must do so by
deliberately employing its powers to that end”. In stating this, however, he said he should not be misunderstood and
that he did not imply that one monetary policy was always and everywhere appropriate. He said that the political,
economic, social and international environment of central banks was in constant flux. Central banks were also quite
dissimilar in their constitutions and no two banks were exactly alike. Nor is it the case that the issues to be addressed
are identical at all times in all places.

“The central proposition remains however: it is that monetary policy can do certain things, in particular, provide a stable
background for the economy”, he said. He said that this policy would enable producers and consumers, employers and
employees to proceed with full confidence that one aspect of an otherwise unknowable future is predictable: namely, the
rate of price inflation, or its mathematical inverse, the purchasing power of money. In these conditions, entrepreneurs
can plan and act; savers can save without fear that their savings would be wiped out by inflation and borrowers could
borrow in orderly markets at interest rates that were not unduly raised by inflation risk premia.

He said that price stability alone was not enough. We are all aware of the strained circumstances of the international
economy in 2009 and of the impact of these developments on the prospects for the domestic economy. Dr Guma said
that in nomal circumstances price stability was enough but not so in extraordinary times. “That, after all, is why policy
affords some discretion to the policy-maker.

Dr Guma explained that at present, in the case of the SA Reserve Bank, the primary goal of monetary policy is the
achievement of price stability. He quoted Section 224(1) of the Constitution of the Republic of South Africa, 1996 which
states “The primary object of the South African Reserve Bank is to protect the value of the currency in the interest of
balanced and sustainable economic growth in the Republic’. And South Africa has had experience of most alternatives
— including the gold standard, the gold-dollar standard, monetary aggregates and an eclectic approach. In other words -
“ B e e e, dohedhat, gotthe T-s h i r tadded. h e

Dr Guma concluded by saying that recent developments have thrown into sharp relief the importance of financial
stability: and some broad guidelines have been suggested - in particular, by the G-20, of which South Africa is a
member- at the Summit held in London early last month. At that Summit, the former Financial Stability Forum was
transformed into the Financial Stability Board: and was formed, inter alia, to “pursue the maintenance of financial
stability, enhance the openness and transparency of the financial sector, implement international financial standards ....
And agree to undergo periodic peer reviews”. The institutional arrangements for accomplishing this would differ from
country to country but would certainly not be onerous for South Africa as a great deal had already been done in this
regard, he said. The Financial Stability Department of the SA Reserve Bank has existed since 2000, its task being to
identify possible threats to financial stability and suggest ways in which these could be mitigated. Although its existence
could not guarantee that financial stability would be maintained, taken together with the existing framework which exists
for the regulation and supervision of financial institutions, its work will assist the authorities to reduce the probability of
systemic instability.

Dr Guma concluded by saying that financial markets were likely to remain volatile as risk aversion and optimism about
growth prospects fluctuated in response to emerging data and conflicting signals. “Dealing with this will require resolute
application of monetary policy in accordance with the mandate to achieve price stability, within an inflation-targeting
framework”.

The full text of Dr Guma’s address can be seen on the Reserve Bank’s website www.resbank.co.za
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Russell Curtis, Acting CEO of the Durban Investment Promotion Agency addressed the Conference

on “Flagship Infrastructure for Growth” highlighting the main catalytic programs and projects underway in
the greater Durban region which are creating huge current and future business opportunities, whilst reminding

us of Durban’s multi-faceted competitive edge. This gave an extremely positive outlook for Durban against the
background of the present global economic crisis.

Russell took in all the major projects underway in Durban such as the Moses Mabhida Soccer Stadium, 2010 and
beyond, Durban Harbour developments including the expansion of the harbour mouth, the hew container and bulk
terminals, key new road and rail links, the King Shaka International Airport and Dube Trade Port which would generate
160 000 sustainable jobs, as well as other strategic infrastructural developments in Durban. In addition he spoke about
the Warwick Avenue development, coastal redevelopment, Ushaka marine World and Point Development and enterprise
development for SMMEs.

The last speaker was Elmar Stander, Business Development Manager, Corporate & SME Sector of Old Mutual,
whose topic was “Retirement reform and the anticipated impact on both employers and employees”.

This important issue gave delegates much food for thought and in particular the critical need to instil in employees the
importance of saving for retirement, which comes around all too quickly! Of particular concern was the tendency
amongst the younger generation to spend their retirement benefits when they moved from one job to another. He
stressed the adverse effects of this on final retirement benefits and how this lost time could never be made up. He
explained that there was still some way to go in negotiating Government’s proposals to create a national pension fund
and in what way employers and employees could participate.
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