
Intra-Africa non-tariff trade costs may affect the AfCFTA

The bilateral trade 
costs, excluding tariffs, 
are sourced from the 
ESCAPWorld Bank trade 
cost database and include 
all additional costs, other 
than tariffs, involved in 
trading goods bilaterally 
between trade partners 
rather than domestically.

These trade costs include transport 
costs, costs associated with completing 
trade procedures and the time it takes to 
obtain necessary information. 

The bulk of South Africa’s intra-Africa 
trade is with other SACU members. 
SACU states are highly integrated. This, 
together with proximity to markets, 
attributes to the low non-tariff trade 
costs. Beyond SADC, South Africa’s 
largest trading partner is Nigeria. The 
bilateral non-tariff trade cost between 
the two trading partners for 2019 was 
161% AVE, down 17% from 2018 cost 
of 178% AVE.

Source: The Trade Law Centre NPC — www.tralac.org
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Fallout for South Africa from the Ukrainian war
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The war in the Ukraine has vastly increased uncertainty 
for the global economy, and consequently for South 
Africa.

The war itself will have limited impact on trade because 
South Africa has only very limited economic ties to 
Russia and Ukraine. But it has already led to extreme 
volatility in commodity prices, affecting both export 
products and as well as petroleum, wheat and fertiliser 
imports. It seems likely to disrupt international capital 
markets as well.

In the longer run, it may prove a significant drag on 
growth in the global North, which is still South Africa’s 
main export market.

Direct trade with Russia and Ukraine together 
accounted for less than 1% of South Africa’s total 
imports and 0.5% of exports in 2020.

A third of imports from Russia in 2020 was copper cable, 
with wheat, petroleum and fertilisers making up most 
of the remainder. South Africa accounted for 0.16% of 
Russian exports, but 3% of its exports of copper cables. 
South African imports from Ukraine were far smaller 
(less than 0.1% of Ukrainian exports) and consisted 
principally of wheat and other agricultural products.

South Africa exported mostly fruit to both countries, 
with capital equipment for mining and mineral products 
(mostly manganese to Russia and chrome to Ukraine) 
following at a considerable distance.

South Africa Total Trade with BRIC (2021)

South Africa’s share of BRICS total trade (2021)

Trade is dominated by China and India which account 
for 94% of the BRIC total trade

Bilateral trade (imports + exports) with russia 
accounted for a mere 2% (ZAR 15 bn) in 2021
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Fallout for South Africa from the Ukrainian war (continued)
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However, the data on trade understates the impact 
of the war on South Africa because Russia and, to a 
lesser extent, Ukraine account for a significant share 
of trade in some major commodities.

Russia produces over 10% of world petroleum 
exports, with a slightly higher share for fertiliser. 
Russia and Ukraine together supply around a fifth 
of international wheat exports. If the war cuts into 
their ability to produce or trade in these products, 
international prices could rise substantially. That 
would ultimately affect both economic growth and 
household consumption in South Africa.

In 2021, oil comprised 17% of all South African 
imports. Wheat and fertiliser were much smaller, 
but higher prices could disproportionately affect 
food security and production. Foreign wheat meets 
around 40% of South African demand, but in most 
years makes up less than 1.5% of total imports.

South Africa also imports around half of all the 
fertiliser used, although it constitutes only 0.7% 
of all imports. In the past year, the unit price of 
imported fertiliser has already doubled, even before 
the invasion. Fertiliser accounts for around a tenth of 
production costs in local agriculture, so rising prices 
can have significant implications for food prices.

A more immediate impact has occurred through 
the destabilisation of global commodity prices. All 
of South Africa’s main mineral trade has seen an 
extraordinary spike in prices since the rumours of 
war began.

A similar hike also affected petroleum and wheat, 
and prices have risen quickly since the initial attack. 
That said, the war itself has not yet significantly 
constrained supply of any of these commodities. 
The increases reflect uncertainty about the potential 
impacts of the war much more than actual changes 
in market supply and demand.

The panic and speculation due to the war have 
disrupted already extraordinarily volatile commodity 
and capital markets. The war profoundly intensified 
global economic uncertainty from the pandemic, 
which had already caused huge price swings over 
the past two years. More fundamentally, over the 
past 15 years or so, commodity markets have been 
enveloped in the asset bubble that emerged from 
persistent low interest rates and the shift to defined 
contribution retirement saving in the global North.

These developments have been associated with 
increased synchronisation across commodities. The 
war in Ukraine has deepened both the ups and the 
downs.

If Russia defaults, it could lead to higher interest 
rates for all emerging economies, including South 
Africa. Foreign debt already absorbs a significant 
share of South Africa’s budget, so that could mean 
an even tighter squeeze on government spending. 
In the longer run, if the war interrupts energy 
supplies, global growth will slow down. That will 
inevitably undermine South Africa’s recovery from 
the pandemic.

The European Union remains South Africa’s largest 
market, absorbing almost 20% of exports in 2021. 
Moreover, both the United States and China rely on 
it for both export demand and high-tech inputs. As 
a result, a serious European slowdown will constrain 
virtually all of South Africa’s trade and financial 
relations.

Concerns for Africa

Africa should be very concerned about what 
is happening in Ukraine as it will cause major 
disruptions in global trade and commerce. African 
Governments will face serious economic disruption 
and new political challenges. They will come under 
pressure from different quarters and will have to 
adopt appropriate responses and policies.

continues on the next page ...
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Fallout for South Africa from the Ukrainian war (continued)
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International steel prices

According to the London Metal 
Exchange:

• the cash settled futures on hot-
rolled coil, fob China, decreased 
by 6,5% during February 2022 
compared with January 2022.

• the cash settled futures on 
reinforcing bar increased by 5,2% 
during February 2022 compared 
with January 2022.

• the cash settled futures for steel 
scrap increased by 7,3% during 
February 2022 compared with 
January 2022.
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World iron price

South African steel plant performance 

Crude steel production — South Africa

According to the World Bank the cfr 
spot price on iron ore increased by 7,8% 
during February 2022 compared with 
January 2022.

South African crude steel 
production increased by 38,2% 
during the 12-month period 
from March 2021 to February 
2022, compared with the 
previous corresponding period.

SURVEY PERIOD: CURRENT AND APRIL 2022
South African Steel Mill’s Average  

Capacity Utilisation (%) 

The average On-Time-Delivery Performance 
of the South African Steel Mills 

weeks
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Average capacity utilisation 

According to a survey amongst the SAISI members, the steel mills’ 
average capacity utilisation amounted to above 70% during March 
2022 and will drop to above 60% in April 2022. The reasons for 
the low utilisation rates are mainly due to poor feedstock delivery 
performance by Transnet Freight Rail, which caused the shutdown 
of one of two blast furnaces in Vanderbijlpark. In addition, the 
blast furnace in Newcastle is scheduled for planned repair and 
maintenance in April.

Average on-time delivery performance 

All the steel mills are supplying within their stated delivery lead-
times. The average on-time delivery performance remained 
unchanged, on two to four weeks, during March 2022 and it is 
expected that the same performance will apply for April as the 
second blast furnace in Vanderbijlpark remained operational and 
the Newcastle plant provided for enough process and final product 
stock to service the market needs during its downtime.



Trade—Primary steel products and articles of steel products 
SOUTH AFRICA remains a net importer 
of primary steel products.  
 
According to data released by the 
South African Revenue Service: 

Primary steel product trade 

Imports: 
South Africa’s primary steel product 
imports, including semis, drawn wire 
and rails, increased by 41,6% during 
the 12-month period, from February 
2021 to January 2022, compared with 
the previous corresponding period.

Exports: 
The exports of primary steel products 
increased by 18,1% during the 
12-month period, from February 2021 
to January 2022, compared with the 
previous corresponding period.

Articles of steel trade

Imports: 
The imports of articles of steel 
increased by 34,5% during the  
12 -month period, from February 
2021 to January 2022, compared with 
the previous corresponding period.

Exports: 
The exports of articles of steel 
increased by 15,8% during the  
12 -month period, from February 
2021 to January 2022, compared with 
the previous corresponding period.
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According to Stats SA:

Manufacturing production 
increased by 7,2% during the 
12-month period, from February 
2021 to January 2022, compared 
with the previous corresponding  
12 period.

The value of recorded buildings 
completed (at constant 2015 prices) 
increased by 14,1% during the 
12-month period, from February 
2021 to January 2022, compared 
with the previous corresponding 
period.

Mining production increased by 
12,4% during the 12- month period, 
from February 2021 to January 
2022, compared with the previous 
corresponding period.

Basic iron and steel products’ value 
of sales, according to Stats SA, 
increased by 19,6% during the  
12- month period, from February 
2021 to January 2022, compared 
with the previous corresponding 
period.

Steel demand drivers

Value of sales — Basic iron and steel products
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