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Are emerging markets losing their grip? 
 

 
 

[Source: Economist Intelligence Unit]                                                                                              * Estimate    1Forecast 
 

 [Source: <http:// https://fbkfinanzwirtschaft.wordpress.com/2016/01/01/2016s-global-wealth-forecast/>] 
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 [Source: <http://www.fin24.com/Finweek/Featured/ricos-top-20-cartoons-for-2015-20151215>] 
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SA is riding the Chinese dragon into a tempest 
 
Like a hippo in a small pond, ripples caused by volatility in the Chinese economy quickly turn 
into large waves for smaller emerging economies such as South Africa. 
 

When China's economy takes a knock, it rebounds on South Africa through a series of different 
mechanisms. The most mechanical is that a slowing of growth in China decreases its demand 
for South African commodities and other exports. In addition to decreasing wealth, output and 
employment in South Africa, it reduces demand for rands and leads to a depreciation of the 
rand against the dollar. 
 

Knowing that this will have dire consequences for all China's suppliers, investors will pull away 
from emerging and commodity economies and their currencies, causing South Africa to once 
again weather the butterfly effect of world economics. The long-term solution for South Africa is 
a more diversified economy. 
 

 [Adapted from: <http://www.iol.co.za/business/opinion/columnists/sa-is-riding-the-chinese-dragon-into-a- 
 tempest-1.1531534>] 
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