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Emerging risks: geopolitics, oil prices and foreign exchange

The global geopolitical environment has become materially more volatile since the 2026 University of Cape Town (UCT) budget was finalised. Two consequences are directly relevant to the UCT finances:

Oil prices and domestic inflation 
Rising oil prices, driven in part by geopolitical instability, have a direct pass-through effect into South African inflation, from transport and logistics costs to utilities, maintenance, catering and the general cost of goods and services. UCT consumes significant volumes of energy across its estate, and inflationary pressures on utilities and contractor costs fall largely outside our direct control. Budget allocations for these categories were calibrated against existing forecasts, and any significant upward deviation will require active management of trade-offs within affected units.

Rand weakness and foreign-currency-denominated costs 
The Rand has weakened considerably against major currencies in recent months, and this has real consequences for our cost base. Most significantly, UCT’s library acquisitions, journal subscriptions, digital databases, research platforms and scholarly publications are predominantly denominated in foreign currency, principally US dollars, euros and pound sterling. A sustained weakening of the Rand against these currencies will translate directly into higher acquisition costs than has been budgeted. The same dynamic applies to a range of institutional software licensing agreements and specialist equipment procurement. The central Finance team is monitoring this closely and will work with the University Libraries and affected units to develop mitigation strategies, including the prioritisation and deferral of non-critical acquisitions where necessary.
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