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Abstract

This paper analyses the homogeneity of temporal variations between the economic and financial cycles in South Africa.

This is achieved by identifying the similarity of cyclical and volatility regime changes between the indicator of financial

stress and the economic cycle. The results show that periods of moderate growth in financial stress coincide with periods

of similar growth in the economic cycle whereas the periods of high growth in financial stress coincide with periods of low

growth in the economic cycle. The results further show that the periods of low volatility of financial stress coincide with

periods of similar volatility of the economic cycle and that the periods of high volatility of financial stress coincide with

periods of similar volatility of the economic cycle with the exception of the period following the US war on terror where the

volatility of the economic cycle remained low despite high volatility of financial stress. Although the results show that the

cyclical regime shifts of financial stress occur earlier than those of the economic cycle, they do not conclusively show

whether or not the volatility regime changes of financial stress occur earlier or later than those of the economic cycle

perhaps on data frequency.
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