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The 2026 Budget shows that the tough fiscal

choices made by the government over the past

few years are finally paying off. Even in a difficult

global economic environment, the economy has

remained resilient, with the economic outlook

displaying modest gains and greater opportunities

to accelerate investment. 

The government has remained committed to

restoring the public finances to health.

Government debt as a share of economic output

is expected to reach its peak in the current fiscal

year and will decline over the next few years. 

This is an important turning point because, as

debt decreases, debt-service costs as a share of

revenue decline. Lower debt-service costs,

combined with the improved inflation outlook

following the decision to reduce the inflation

target to 3 per cent, will boost private investment

and job creation. 

Over the next three years, the government has

anchored fiscal policy with the primary budget

surplus. With the continued increase in the surplus

over the coming years, government debt will be

on a sustainable path. 
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Given that the government still expects to meet

its fiscal targets over the medium term, the R20

billion in tax increases that were announced for

the 2026 Budget have been withdrawn.

The economy is estimated to have grown by 1.4

per cent in 2025, up from 0.9 per cent in 2024.

With four consecutive quarters of positive

economic growth, there is real optimism about

the growth prospects. 

More reliable energy, improved logistics, stronger

public finances and lower borrowing costs are all

contributing to the brighter outlook. Although the

economy has remained resilient, South Africa

needs to look at local drivers to boost growth. 

To fix this, the government is focusing on

improving the performance of state-owned

companies and municipalities. High unemployment

remains the key challenge for all South Africans,

and the steps that the government is taking in the

2026 Budget will help to start creating jobs. 

The message from the 2026 Budget is clear: The
foundation is getting stronger. By sticking to a
responsible plan, the government is making the
economy stronger for all South Africans.
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2026/27 EXPENDITURE

Police services

Defence and state security

Law courts and prisons

Home affairs

Public administration and fiscal affairs

Executive and legislative organs

External affairs

Economic regulation and infrastructure

Industrialisation and exports

Agriculture and rural development

Labour affairs and works programmes

Innovation, science and technology

R55.4bn

R19.8bn

R9.2bn

R140.1bn

R59.3bn

R60.9bn

R14.3bn

R164.1bn

R45.8bn

R39.5bn

R13 . 2bn

R21.3bn

Municipal equitable share 

Public transport

Human settlements, water 
and electrification programmes

Other human settlements 
and municipal infrastructure

District health services

Central hospital services

Provincial hospital services

Other health services

Facilities management and maintenance

R110.1bn

R70.9bn

R53.6bn

R137.8bn

R59.7bn

R50.6bn

R50.5bn

R11.8bn

R59.6bn

Basic educationR344.7bn

National Student Financial Aid SchemeR54.3bn

University transfersR50.5bn Skills development

levy institutionsR30.1bn

Education administrationR22.7bn

Technical & vocational education and trainingR15.0bn

Old-age grantR121.8bn

Social security fundsR107.6bn

Child-support grantR89.0bn

Other grantsR82.0bn Provincial social

developmentR24.3bn

Policy oversight and grant administrationR13.4bn

ECONOMIC
DEVELOPMENT 

GENERAL PUBLIC
SER V ICE S

 
R2.67 TRILLION R1.58 TRILLION

R8 4 . 4bn

R2 74 .6bn
 

R283.9bn

R5.0bn 
CONTINGENCY RESERVE

R432.4bn 
DEBT-SERVICE COSTS

R527.2bn
LEARNING 

AND CULTURE 

R294.3bn
COMMUNIT Y

DEVELOPMENT

R4 4 6.6bn
SOCIAL 

R310. 4bn
HEALTHPEACE AND

SECURIT Y

DEVELOPMENT

CONSOLIIDATTEEDD
GOVERNMENTT
EXPENDIITUREE

SOCIAL
SER V ICE S
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2026 Budget: A fiscal turning point in a resilient economy

The economic outlook has improved moderately, and the public finances have reached an important
milestone. 
The economy is expected to grow by 1.6 per cent in 2026, up from 1.4 per cent in 2025. Real GDP growth is
forecast to reach 2 per cent by 2028, supported by continued momentum on structural reforms,
improving confidence, lower interest rates and higher investment.
The debt ratio will stabilise in this financial year and decline thereafter. This will reduce medium-term
debt-service costs as a share of revenue and support the sustainable provision of public services.
Inflation declined to 3.2 per cent in 2025, helping improve household affordability and keep interest rates
lower.
Growth-enhancing reforms have progressed in energy, transport, telecommunications and visa
provision. But overcoming implementation obstacles, increasing investment, and improving basic services
remain critical to creating jobs and reducing poverty.
Budget reforms are underway to make the government more efficient and cut wasteful programmes
and activities. 
The R20 billion tax increase previously pencilled in for the 2026 Budget is withdrawn, and personal
income tax brackets and medical tax credits will be fully adjusted for inflation after two years without
inflationary relief. 
Tax thresholds and limits are also adjusted for inflation to assist small businesses and encourage savings.
The 2026 Budget introduces a fundamental shift in subnational fiscal architecture, moving from oversight
to active structural intervention. This involves changes to legislation, governance, and technology at the
municipal level, as well as strict headcount controls and compensation discipline at the provincial level.
The 2026 Budget reflects improvements in South Africa’s debt portfolio, including a credit rating upgrade
and declining bond yields, both of which reflect increased investor confidence and lower borrowing costs.
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Gross tax revenue for 2025/26 is revised upwards by R21.3 billion compared

with the 2025 Budget. The tax-to-GDP ratio increases to 25.9 per cent in

2025/26 from 25.1 per cent in 2024/25.

The R20 billion tax increase previously pencilled in for the 2026 Budget is

withdrawn.

Personal income tax brackets and medical tax credits will be fully adjusted for

inflation after two years without inflationary relief.

Tax thresholds and limits are also adjusted for inflation to assist small

businesses and encourage savings.

Main Tax Proposals
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Over the past three years, the tax system has remained resilient despite weak economic
conditions. Tax buoyancies remain high, notwithstanding lower nominal GDP. The stronger
fiscal outlook outlined in the 2025 Medium-Term Budget Policy Statement (MTBPS) indicates
that key metrics remain in line with the fiscal strategy. For these reasons, the government
has decided to withdraw previously announced tax increases for the 2026 Budget and to
provide inflationary relief to taxpayers.

Fuel prices have remained subdued, and it is proposed that, from 1 April, the general fuel levy
will be increased by less than inflation to R4.10/litre for petrol and R3.93/litre for diesel. The
Road Accident Fund (RAF) levy will be increased by 7c/litre to R2.25/litre from 1 April, in line with
expected inflation, while the customs and excise levies remain unchanged.

The government proposes to increase excise duties on alcoholic beverages in line with the
inflation forecast of 3.4 per cent for 2026/27. Stakeholder consultations on the alcohol excise
review will continue during 2026. The government also proposes to increase excise duties on
tobacco products in line with expected inflation.

Main Tax Proposals

How do personal Income Tax Rates affect you?
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Main Tax Proposals
Tax Rates
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"The real goal should be
reduced government
spending, rather than

balanced budgets
achieved by ever-rising
tax rates to cover ever-

rising spending."

THANK YOU


