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Both the Frank Chikane of the South African Council of Churches and the African 
National Congress have stated that financia l sanctions should remain until an 
interim government is formed. The following statement of the ANC was just issued 
reaffirming that they will honor past debts incurred before the debt moratorium 
of 1985, whil e reiterating their opposition to new bond issues until " an interim 
government of national unity has been installed" and leaving their fat e 
ambiguous. 
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ANC statement on foreign debt 
Mr Nelson Mandela, president 
of the ANG, yesterday issued 
the following statement on the 
alleged conflict between the 
ANG and himself on foreign 
loans to South Africa. 

"Press articles suggest that 
there is a discrepancy between 
the African National Congress 
and its president on the repay
ment of foreign loans. In 
actual fact, there is no such 
discrepancy. The previous 
statements · of sec
retary-general Cyril Rama
phosa and other ANC spokes
men have been taken out of 
context by the press. 

"The articles create an 
impression that the ANC secre
tary general issued a state
ment on the loans issue in 
relation to the attempts by the 
development bank of southern 
Africa (DBSA) to raise funds 
in international capital mar
kets. Mr Ramaphosa did not 
issue such a statement. The 

statement was issued by the 
Department of Information 
and Publicity of the ANC. The 
articles also combine the debt 
issue with the nationalisation 
question even though there is 
no direct link between the· 
two. 

"The ANC accepts, as a gen
eral policy that a future demo
cratic state has an obligation 
to pay foreign debts which 
were incurred by the present 
regime in the normal course of 
administration before finan
cial sanctions were imposed by 
the international community. 

''The terms of repayment of 
such loans may be re-negoti
ated to ensure that a demo
cratic government is not 
unduly burdened by foreign 
debts incuned by an illegiti
mate regime. 

"What is totally unaccept
able to us is the attempt by the 
South African regime, acting 
in concert with certain foreign 
financial institutions, to bust 

financial sanctions adopted by 
the international community. 

"By so doing these institu
tions are undermining the 
negotiation process in South 
Africa. If they have a genuine 
interest in South Africa they 
would put pressure for the 
immediate installation of an 
interim government of 
national unity in South Africa; 
If these institutions lend 
money to the apartheid regime 
now, they will in fact be acting 
to delay our forward march to 
freedom, democracy and devel
opment. 

"We therefore want to reit
erate that the ANC is opposed 
to any bond issues currently 
being launched in the interna
tional capital markets. In 
terms of our sanctions policy, 
sanctions will be lifted (with 
the exception of the oil and 
arms embargo) when an 
interim government of 
national unity has been 
installed." 

The following lending is known to have occurred since the debt moratorium 
occurred in 1985: 

While there were a few ref inancings of bond issues that were coming due beginning 
in late 1988 through 1989 by the Swiss banks, the number increased in 1990 with 
German banks joining them. By early 1991, international financial markets opened 
up much more for South Africa. The Export~Import Bank of Taiwan led with a loan , 
not a bond issue , of $60 million for the Industrial Development Corporation for 
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Taiwan exports. Trade lending until this time has b en qn a shipment by shipment 
basis. Bond refinanc ings increased in amount and n term from 3 years t o 4 or 
5 years, but most of the issues still refinanced m~tur i ng issues. These bond 
issues included ESKOM DM12 0 million in February, RSAt $50 lmillion in April, ESKOM 
$50 million in May, Dept. of Posts and Telecomm. DM160 million in June, Transnet 
(formerly SATS) DM25 million in June, Industrial Development Corp DM50 million 
in June, and then the first bond issue for a private corporation was floated in 
June in the amount of DM40 million for AECI Ltd. (Chemicals), partly owned by ICI 
of the U.K. These were all private placements so very littl e is known of the 
details. It is also reported that some U.S. banks offered forex lines (foreign 
exchange lines ) early in the year since forex did not come under CAAA as a loan 
(Euromoney, August 1991, p.24). 

With the lifting of sanctions by the U.K. and the lifting of the Comprehensive 
Anti-Apartheid Act in the U.S. in the summer of 1991, the first public bond issue 
was seen. In September, Deutsche Bank lead managed a DM400 million bond issue 
for the Republic of South Africa. These bonds were primarily placed with retail 
investors in Germany, and they were oversubscribed. This opening up of the 
public bond market, helped South African entities in 1991 to increase their 
borrowing by three fold over 1990. 

In late September, Morgan held the mandate to lead manage a $200 million bond 
issue for the Independent Development Trust (IDT) on the basis that this money 
would assist blacks in obtaining housing and education. The contradiction, 
however, was that the IDT was supposed to be funded primarily out of domesti c 
savings to help reduce inflation and because education and housing do not need 
foreign inputs. This bond issue has been successfully shelved through pressure 
from U.S. churches and the ANC. 

The Republic of South Africa again entered the bond market in January 1992 with 
an Ecu250 million (equivalent to about $350 million) issue, lead managed by the 
French bank, Banque Paribas. 

In the first week of February 1992, Bayerische Landesbank agreed to lead manage 
a DM200 million bond issue for the Development Bank of Southern Africa, which is 
84% owned by the Republic of South Africa. The Development Bank funds 
development projects in South Africa including the homelands, Lesotho and 
Mozambique through the governmental structures or their development agents. 
Among other projects, they are helping finance the Lesotho Highland Water 
Project. This bond issue, like the one for the Independent Development Trust, 
will be argued to be important because it supports development for blacks. We 
should reply, as in the case of IDT, that funding should be from savings internal 
to South Africa in order to reduce inflation and not provide foreign exchange to 
pay off the foreign debt of South Africa. 

Thus with only two issues in 1992, the total amount is already $455 million or 
two-thirds of the total 1991 borrowing, which in turn was three times that of 
1990. Thus South Africa is making a rapid advance into the international capital 
markets, primarily through European banks. 



BONDS ~ SSUED FOR SOUTH AFRICAN BORROWERS 
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Date Borrower Amount Interest Term Lead Manager 

1988 

Nov . RSA SF55 Million 7% 3 yrs S.iss Volksbank 
Total about $40 mill ion 

1989 

Jan . RSA SF70 Million 7% 3 yrs U1ion Bk Switz. 
March ESKOM SF50 Mi 11 ion 3 yrs 
April SATS SF50 Million 3 yrs 

ESKOM DM30 Million 
Total about $140 million 

1990 

March ESKOM DMlOO Million 10-1/8% 3 yrs Commerzbank 
May Transnet (SATS) SF25 Million 5 yrs 
June RSA SF50 Million 9-1/2% 3 yrs S.iss Bank Cbrp 
July Ind. Dev. Corp. SF20 Million 3 yrs 
June Transnet DM40 Million 10-1/4% 3 yrs 

Posts & Telecom. DMlOO Mill ion 3 yrs 
Nov. Ind. Dev. Corp. DM35 Million 10-1/2% 5 yrs 
Total about $220 million 
These issues represented 18% of maturing SF bonds and 46% of maturing DM bonds. 

1991 

March ESKOM DM120 Million 10.75% 4 yrs 
. April RSA $50 Million 10% 3 yrs 

Transnet DM25 Million 4 yrs 
May ESKOM* $40 Million 5 yrs 
June Posts & Telecomm. DM160 Million 4 yrs BHF 
June Transnet DM25 Million 4 yrs BHF 
June Ind. Dev. Corp. DM50 Million 4 yrs 
June AECI DM40 Million 10-3/4% 3 yrs 
Sept RSA DM400 Million 10-1/2% 5 yrs Deutsche Bank 

*New Money 
(LOAN: 
Jan. Ind. Dev. Corp. $60 Million 7-3/4% 5.5 yrs Ex-Im Bank, Taiwan) 
Total about $675 million 

1992 

Jan. RSA ECU250 Million 10-3/8% 5 yrs Banque Paribas 
Feb. Dev. Bk. SA DM200 Million 10% 7 yrs Bayerische LB 
Total about $455 million 
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