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Introduction

Artists = Economists (Red tool box)
Theory vs practice

Accounting # Economics

Practical high-level overview
Visually orientated introduction

Economists usually focus on economic growth, stability
and equity

Evaluating the state of the economy:

— Economic growth SNA 1993 / 2008

— Full employment (BC)

— Balance of payments (BoP) stability BPM2005/6

— Price and financial market stability MFSM2000

— An equitable distribution of income GFSM2001/2014




Figurs 1: Institutional units and sectors
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Reasons for chart

Cannot analyse economy without taking into account all
four macroeconomic accounts

All institutions must fit in somewhere in the four
macroeconomic accounts

According to the four manuals

— Calendar year 1Jan — 31 Dec

— Fiscal year 1 Apr — 31 Mar

— Three accounts accrual basis (SNA, BoP, MFSM)

— One account cash-flow (GFS)

— Adjustments between cash and accrual (challenged)
Economic analysis /interlinkages in the economy
Sectors (financial) and instruments (bonds and equity)
Training and development




Economic analysis/interlinkages

Design of the Chart

Colour coded

Segments 1-38

Follow format of the Quarterly Bulletin

BIG BLOCKS (Economic indicators) Philip Mohr
SNA

— Domestic output ‘
— Gross domestic expenditure‘

MFSM

— Money supply ‘
— Credit extension ‘
GFS

— Deficit /surplus ‘




Economic relationships

= |dentity relationship:

— GDP =GDP agriculture + GDP
............ GDP Gov.Services

— Trade account = X g + X

M mining M agriculture — M manufacturing

— Money supply = M1 + M2 +M3
— G -T= Deficit

mining + GDP manufacturing

+ X

agriculture manufacturing ~

= Behavioural relationship:
— C,= a+Db.Yd, + d.interestrate+ ¢,




G-20 Integrated Economic Accounts

Global financial crisis of 2007/08 underscored the gaps in availability of key
information ( economic data) for policy making and for the timely assessment
of risks across countries

— 85% global GDP

— 75% global trade
October 2009 ( G-20 — Data Gaps Initiatives) 20 Recommendations
Recommendation 15 (sectorial balance sheets)

— Financial sector (public and private)

— Non-financial sector ( public and private)

— General government sector

— Household sector

— Foreign sector

Bubbles in the economy ( enough assets to cover liabilities = financial net
worth) = strong feedback between financial sector and real sector

Financial stability analysis and global monitoring of financial stability risks
A set of Integrated Economic Accounts

— SNA 1993/2008

— GFS 2001/2014

— BOP 2005/2006

— MFSM 2000 (revised)




History of the System of National Accounts (SNA)

Historic Versions of the System of National Accounts

The broad objective of the System of National Accounts (SNA) Is to provide a comprehensive conceptual and accounting framework for compiling and
reporting macroeconomic statistics for analysing and evaluating the performance of an economy.

1947 | The erigins of the SNA trace back to the 1947 Report of the Sub-Committee on Natlonal Income Statistics of the League of Nations Committee of Statistical
Experts under the leadarship of Richard Stone.

At its first session fn 1947, the Unitag Nations Statistical Commission (UNSC) emphasized the need for intarnational statistical standards for the
compifation and updating of comparable statistics in support of & large array of policy needs,

In view of the emphasis on international statisbical sténdards throughout the history of the Commission, the following national accounts standards were
produced.

1959 The 1953 SNA was published under the auspices of the UNSC. 1t consisted of a set of 5ix standard accounts anc a set of 12 standard tables presenting
detsil and alternative classifications of the flows In the economy. The concepts and definitions of the sccounts were widely epplicable for most countries,
| mcluding developing countries. Two slightly modified editions of the 1953 SNA were published,

1960 | The first rewsion i 1980 reflected comments on country experience in the iImplementation of the 1953 SNA,

1964 | Tne seconc revision i1 1964 improved consistency with the International Monetary Fund's Balance of Payments Manual,

1968 The 1968 SNA extended the scope of the national accounts substantially by; adding input-output actounts and balance sheats; giving more attention to
estimates gt constant prices; and making a comprehensiva effort te bring the SNA and the Material Product System (MPS) closer together.

1993 The 1893 SNA reprasents @ major advance in national accounting and embodies the result of harmonizing the SNA and other internetional stetistical
standards more completely than in previous versions,

2008 | The 20CE SNA, which is an update of the 1993 SNA, addresses Issues brought about by ehanges in the econcmic environment, advances in methodological
research and the needs of users




Integrated analytical framework of SNA 2008
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Statistical table S-133

Production, distribution and accumulation accounts of South Africa
Total domestic economy
At curmrent prices
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Integrated analytical framework of GFSM 2014
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Statistical table S-65

Government finance statistics of national government?

Statement of sources and uses of cash

R millions
Vear & 21 March 2013/2014 20142015 20152016
04 o 2014 02 03 04 o1 2015 02 03
Met cash flow from operating activities........... {(4700K) -22 277 -24 881 | A38 47| -25012| -F7365| -20442| -23732| -146550| -32301 -20 210
Cash recaipts from operating activities ................ [A470MK) | 242783 | 255773 924176 | 233807 | Z22B546( 264 503 270428 |1 006 375 | 247 387 | 263 225
TAMES Lot e e s b (47T02K) | 235720 | 262262 | 8083443 220771 | 224842 250361 | 270385 | 0OB4 350 | 24247 | 243915
Social contributions ... (470K - - - - - - - - - -
GrantsZ ... 288 a7 1722 &M 528 111 744 1 851 274 1208
Othar receipts? & 754 3414 24 040 12 465 3176 5121 -G08 20085 4 696 18012
Cash payments for operating activities................. (4705K) | 265040 280655 (1062 592 258819 | 305941 | 285035| 303160 (1152925 279688 | 343 435
Compensation of employess ..., (4706K) 2B E74 30282 115568 29 449 30 402 29 947 30219 12006 31 H4 33 B72
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Grants? e (4702K) | 164 557 163222 | 638 7N 158330 | 182232 | {74964 174023 | G6BOG4G( 170178 | 196213
Social benefits........ 27 967 20621 | 113043 29 004 32 456 32 067 33512 127077 | 33454 33812
Other payments® 3618 3736 17 488 4 934 4834 4 848 5108 19 720 331 14 419
Met cash flow from investment in
non-financial assets ... 47T12K) -5 602 -8 819 | -20232 -2 527 -4 440 -4 937 -9 Ta3 -21 GBG -3 080 -4 354
Purchases of non-financial assets.................. (181K 5603 8823 20 269 2533 4 447 4 945 9 840 21 764 3089 4 382
Sales of non-financial assets.......n (41 73K) 2 5 ar B T 3 a7 78 ! 28
Cash surplus (+)Mdeficit (<) ... (4713K) -2T 879 -33700 | 158649 -27538| -B1805| -25379| -33514( -168 237 | -35 380 | -84 564
Met cash flow from financing activities............ (4714K) 64 610 16 803 | 180 280 46125 T1 432 55 8B4 9823 183263 43587 38 689
Net acquisition of financial assets other than
cashf . [4T15K) -81 -119 -1 208 -gz2 -T9 -B5 B4 223 BO7 | -12 GGG
Mat incurmance of Eabilities ... (4716K) 64 691 16922 | 181 488 47 047 71510 55 949 o580 183486( 44485 51 357
Domestic s (4T1TK) 65 T22 17308 | 175756 54 501 48 944 56 868 Q335 | 160650( 45390 51 682
S = ] o OO (4718K) -1 0@1 -385 53z T 454 22 56T -919 -357 13 836 -905 -324
Mat change in stock of cash®............... (4T19K) 36 TH -16 897 21 631 18586 | -10373 30505 | -23692 15 026 8207 | -45875

KB413



Economic interpretation

Economic interpretation

Accounting ™= . Economics

Financial — Micro
statements — Macro

— Income Surveys
statement — Population
— Cash-flow — Sample

statement : .
Time series (D,W,M,Q,Y,F)
— Balance sheet
Data

Interpretations
Economic sense
Forecasting “
Policy makers :




Training and development

= Career planning further studies
— Masters or PhD

= Rotation

= Circular flow

= Specialisation

= Own training and development




Booklet

Real sector vs Financial sector
Definitions

~low of chart

Slice and dice

Sectors and instruments

Use for Pre-MPC (discussion)

Various forms being used in the Department
(NO1, B03, C68 and F02)

Balance sheet or income statement
— Balance sheet — stock position
— Income statement — flow position




CHART




Integrated economic approach

G-20 requirements (20)

Recommendation 15 - Sectoral balance sheet

ASSETS

LIABILITIES

NFCs | FCs | GG | HH | NPISH

ROW

Opening
B

Non-financial assets

Non-produced non-financial assets

Financial assets

NFC's

FCs | GG [ HH | NPSH | ROW

Non-financial liabilities

Non-produced non-financial liabilities

Financial liabilities

Opening
B

Total
thanges

Non-financial assets

Non-produced non-financial assets

Financial assets

NOTPART OF 85 PROJECT SCOPE

Non-financial liabilities

Non-produced non-financial liabilities

NOTPART OF 85 PROJECT SCOPE

Financial liabilities

Total
thanges

Closing
B

Non-financial assets

Non-produced non-financial assets

Financial assets

Non-financial liabilities

Non-produced non-financial liabilities

Financial liabilities

Closing
B




Balance sheet —financial assets/liabilities

Elonetary gold amd SDR=s

Fi11 Fdlone=tary gold

Fi12 S5DR=

Currency amd deposits

FZz1 Curresnoy

Fx2 Transferable deposits

FZ5 Oeher deposits

Dbt s=carites

F=1 Short-terTm

F2 Lonz-term
Liomres

F=1 Short-term
22 Loen m—term

Egueity amd imeestment funad shares

Fs1 Exgraity

F=2 Investrrrent Ffursd sharesuamits
F=Z1 FMaoney market fund sharesfunrs
Fs2Z Momn FBARAF invectment fursd chamesfunits

Insuramnce, pensicom and stamdardizced guarantees schemes

Fs1 Florn—iife imoursmece e chnics] recsrees

Fs2 Life imnswrance amd ammuoity endtbements

F53+FEZ2+FE65 Retirermertt entithermaerts

FS& PFrowvisions for calls vnder standarizced puarsn tees

F7 Fnaamcial dermvatives and employes stodk options

F71 Fim=mcizl derivatives

F7Z Employee stock opticms

F8 Daher scoounts receivablefpays ble

F=E1 Trade aoe=dits amd adeances

FES Other acocounits resce i bibe S poany Sdbde




Balance sheet —non-financial assets

Net cash outflow from investments

Fixed assets

Buildings and struciures

Dwellingsiresidential

Buildings other than dwellings/mon-residential buildings

Other structures/construction works

Land improvemenis

Machinery and eguipment

Transport equipment (including military transport equipment)

Machinerny and equipment not elsewhere classified (including military weapons)

Information, computer, and telecommunication (ICT) equipment
Office fumiture

Other fixed asseils

Cultivated biological resources

Intellectual property products

Research and Development (R&D)

Mineral exploration and evaluation

Computer software and databases

Enftertainment, literary, and arfistic originals

Other intellectual property products

Inventories

Materials and supplies (including military weapons)

Work in process

Finished goods

Goods for resale

Valuables

Non-produced assets
Land

Subsoil assels

Other naturally occurring assets

Intangible non-produced assets

Unallocable non-financial assets - net




CONCLUSION

No means exhaustive

Each division use area to expand
Time series structure

Overview

Reasons for changes

Should be able to read the Quarterly Bulletin from cover to
cover- ultimate

Statistical tables:
http://www.resbank.co.za/Publications/Detail-ltem-
View/Pages/Publications.

— Money and banking S2-S29
— Capital markets S30-547

— Public Finance S48-S79 N\
— International economic relations( BoP) S80-S107
— National accounts S108-S135

— General economic indicators S136-S145

— Key information S146-S157
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