
 

  

 

 

 

 

 

 

 

 

 

State of 
the South 
African 
economy 
Sectoral insights ahead 
of the GDP data release 
 

28 November 2019 
 

 



 

Strategy&   |   State of the South African economy  |  29 November 2019    2 
 

Contents 

1. The state of the South African economy 3 

2. Key economic data 4 

2.1 Real retail sales weighed down by weak consumer economy  4 

2.2 Wholesale trade boosted by Black Friday/Cyber Monday prospects 4 

2.3 Manufacturing environment deteriorates due to stagnant demand  5 

2.4 Mining production declines as PGMs output falls  5 

2.5 Electricity distribution declines after Eskom increases tariffs  5 

2.6 Passenger vehicle sales decline despite favourable monetary conditions  6 

2.7 Private sector credit extension slows after NCA approval  6 

2.8 Economic transactions weighed down by local and international factors  7 

2.9 Freight transport loses momentum as global trade slumps  7 

3. Key indices 8 

3.1 Civil construction confidence improves with road and renewable energy projects  8 

3.2 Consumer confidence falls into negative territory as economic outlook fades  8 

3.3 Business confidence drops to 20-year low, businesses ‘simply giving up hope’  9 

3.4 Policy uncertainty edges higher despite new National Treasury policy paper  9 

3.5 Business climate deteriorates despite favourable commodity prices  9 

4. Conclusion 10 

Contacts 11 

References 12 

 

  



 

Strategy&   |   State of the South African economy  |  29 November 2019    3 
 

1. State of the South African economy  

Statistics South Africa (StatsSA) 
will release the country’s latest 
gross domestic product (GDP) 
data on Tuesday, December 3. 
The South African economy 
expanded by 3.1% quarter-on-
quarter (q-o-q) during 2019Q2. 
This was a much stronger 
outcome than expected and 
allowed South Africa to ward off 
a dreaded recession. The largest 
contributor to the q-o-q recovery 
in GDP was a 14.4% q-o-q 
rebound in mining activity – the 
first positive q-o-q reading in a 
year. Based on the q-o-q 
changes in real GDP, the South 
African economy was 0.9% y-o-y 
larger during the second quarter. 
This was a notable recovery from 
the 0.0% y-o-y number recorded 
in 2019Q1.1  

Many analysts commented recently that high-frequency data suggests a weaker GDP in the third 
quarter of 2019 compared to the second quarter of the year. In the following subsections, we 
consider recent q-o-q and year-on-year (y-o-y) growth data for industries covering around three-
quarters of the South African economy. The information provides context on the state of the South 
African economy ahead of the official Q3 GDP data release.  
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2. Key economic data 

In the following subsections, we consider key economic data required to 
better understand the GDP outcome. These include retail and wholesale 
sales, manufacturing and mining production, electricity distribution, 
passenger vehicle sales, private sector credit, economic transactions and 
freight transport.  

2.1 Real retail sales weighed down by weak consumer economy 
 

South African real retail sales (i.e. inflation 
adjusted) increased by 1.0% y-o-y in August 
and 0.2% y-o-y in September, with an 
average increase of 1.1% y-o-y during 
2019Q3. Sales momentum softened from a 
0.8% q-o-q expansion in 2019Q2 to a 0.0% 
q-o-q reading for the third quarter.2  

Retail sales were weighed down by weak 
consumer confidence and rising 
unemployment, as discussed elsewhere in 
this document, as well as slow wage growth 
and rising administered prices.3  

 

 

2.2 Wholesale trade boosted by Black Friday/Cyber Monday 
prospects 

 

After increasing by 6.7% y-o-y in July, real 
wholesale trade declined by 4.0% y-o-y in 
August and 3.9% y-o-y in September. Sales 
declined by an average of 0.4% y-o-y during 
both the second and third quarters of 2019. 
However, there was a hint of momentum 
building, with sales growing by 2.9% q-o-q 
during 2019Q3 compared to only 0.8% q-o-q 
during the second quarter.4 

Wholesale volumes increased q-o-q in 
2019Q3 as retailers stocked up ahead of 
Black Friday/Cyber Monday, with consumers 
expected to spend on average 36% more 
this year during the shopping event 
compared to 2018.5 

2.5% 1.1%

0.8% 0.0%

2019Q2 2019Q3

% chg.
y-o-y

% chg.
q-o-q

-0.4% -0.4%

0.8% 2.9%

2019Q2 2019Q3

% chg.
y-o-y

% chg.
q-o-q



 

Strategy&   |   State of the South African economy  |  29 November 2019    5 
 

2.3 Manufacturing environment deteriorates due to stagnant 
demand 

Manufacturing production volumes declined 
by 1.5% y-o-y in August and 2.4% y-o-y in 
September, with an average decline of 1.5% 
y-o-y in 2019Q3. Factory output expanded 
by 0.6% y-o-y in 2019Q2 but contracted by a 
larger 0.9% q-o-q in 2019Q3.6 
 
Nine out of ten manufacturing sectors 
recorded negative y-o-y numbers in 
September.7 Factories are experiencing 
stagnant domestic demand, increasing 
intermediate input costs (including the prices 
of raw materials) and significant uncertainty 
over the outlook for the macroeconomy.8  

 

2.4 Mining production declines as PGMs output falls 
Mining production volumes contracted by 
3.0% y-o-y in August and increased by a 
mere 0.2% y-o-y in September, with the third 
quarter experiencing an average decrease 
of 0.4% y-o-y. Mineral output also moved 
from a 3.5% q-o-q expansion in 2019Q2 to a 
1.6% q-o-q contraction in the third quarter.9 

The 0.4% y-o-y decline in 2019Q3 was 
largely due to the sharp decline in August. 
This, in turn, was associated with a 12.5% y-
o-y drop in output in platinum group metals 
(PGMs).10 Impala Platinum, for example, 
reported a 2.4% q-o-q decline in its gross 
tonnes milled.11 

 

2.5 Electricity distribution declines after Eskom increases tariffs 
Electrical distribution (measured in gigawatt 
hours) declined by 2.4% y-o-y in August and 
0.5% y-o-y in September, with an average 
decline of 1.2% y-o-y in 2019Q3 – worse 
than in the previous quarter. At the same 
time, distribution growth deteriorated from a 
2.1% q-o-q increase in 2019Q2 to a 1.8%  
y-o-y contraction in the third quarter.12 

Electrical distribution declined in 2019Q3 
after Eskom increased power tariffs in July. 
Statistics South Africa measured a 10.3%  
m-o-m increase in the cost of electricity and 
other fuels during the month as the power 
utility made its annual price adjustment.13 
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2.6 Passenger vehicle sales decline despite favourable monetary 
conditions 

The number of new vehicles sold decreased 
by 5.4% y-o-y in August and 2.9% y-o-y in 
September, with an average decline of 7.1% 
y-o-y during the third quarter compared to an 
increase of 1.7% y-o-y in 2019Q2. This 
included a slowdown in sales growth in 
recent months, with sales volumes growing 
by only 7.3% q-o-q in 2019Q3 compared to 
an 11.3% q-o-q expansion in the preceding 
quarter.  

Despite below-inflation increases in vehicle 
prices and a reduction in interest rates 
during July, sales volumes were under 
pressure in 2019Q3 from weak business and 
consumer confidence. Many South Africans 
have decided to delay vehicle purchases 

due to ongoing economic uncertainty.14 

 

2.7 Private sector credit extension slows after NCA approval 
The nominal value of private sector credit 
expanded by 6.9% y-o-y in August and 6.2% 
y-o-y in September and increased by an 
average of 6.8% y-o-y in 2019Q3. This 
slowdown from the second quarter was also 
evident in the 1.3% q-o-q growth during 
2019Q3 being lower than the 2.4% q-o-q 
reading for the preceding quarter.  

Despite an interest rate cut in July, debt 
relief announced with the approval of the 
National Credit Amendment Act (NCA), and 
an acceleration in home loan approvals,15 
credit growth has slowed down of late. It 
appears that the introduction of the NCA has 
resulted in commercial banks cutting back 
on low-income customers who could qualify 
for relief in future.16 
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2.8 Economic transactions weighed down by local and 
international factors 

The BankservAfrica Economic Transactions 
Index (BETI) increased by 0.9% y-o-y in 
August and 0.6% y-o-y in September, with 
the index rising by an average of 1.4% y-o-y 
in 2019Q3. The loss of momentum was also 
visible in the q-o-q numbers: the index 
declined by an average of 0.9% q-o-q in 
2019Q3 compared to an increase of 1.3%  
q-o-q in the preceding period.  

The transactions measured by this index 
reflect underlying economic activity. The 
weak trend shows that transaction activity is 
weighed down by both domestic (e.g. weak 
vehicle ales) and international (e.g. weak 
export demand) conditions.17 

2.9 Freight transport loses momentum as global trade slumps 
Freight transportation tonnage declined by 
2.0% y-o-y in August and 3.7% y-o-y in 
September, falling by an average of 2.8%  
y-o-y during the third quarter. Similarly, 
tonnage was 0.9% q-o-q lower during 
2019Q3, which was notably weaker than the 
0.7% q-o-q growth seen in the preceding 
period.18  

Apart from challenges linked to a weak 
domestic economy, South Africa’s 
transporters are adversely affected by 
weaker global trade and export demand. 
World trade volumes are currently on their 
steepest decline in a decade due to Brexit 
and the US-China trade war.19 
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3. Key indices 

In the following subsections, we reflect on key indices required to better 
understand the GDP outcome. These include construction sector, consumer 
and business sentiment, policy uncertainty, and the overall business climate.  

3.1 Civil construction confidence improves with road and 
renewable energy projects 

 
The RMB/BER Civil Confidence Index (CCI) 
improved in 2019Q3 to a reading of 15, 
edging further away from an all-time low of 
10 recorded in the first quarter of the year. 
(The index ranges on a scale of 0 to 100, 
with a higher score indicating better 
sentiment). This reading means that about 
85% of respondents indicated that they are 
not happy with prevailing business 
conditions.20 

There has been increases momentum in road and renewable energy construction. Nonetheless, the 
index remains very low due to order books that remain under pressure.21 

3.2  Consumer confidence falls into negative territory as 
economic outlook fades 

 
The RMB/BER Consumer Confidence Index 
(CCI) dropped back into negative territory 
during 2019Q3 – the first reading below 0 
since the appointment of President Cyril 
Ramaphosa. A score of zero is considered 
neutral, with any reading above this level 
being positive.22 

This slip back into negative territory is 
attributed to a reversal in consumers’ 

perspective on the country’s economic outlook and a further deterioration in their views on the 
appropriateness to buy durable goods at the present time. The BER reported that most South African 
consumers now expect the local economic outlook to worsen further. 23 
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3.3  Business confidence drops to 20-year low, businesses 
‘simply giving up hope’ 

 
The RMB/BER Business Confidence Index 
(BCI) declined to a 20-year low reading of 21 
in 2019Q3. (Any reading below 50 is 
considered pessimistic.) The latest reading 
indicates that eight out of every 10 
respondents are unsatisfied with prevailing 
business conditions.24 

The BCI was lower in the third quarter than 
during the 2008-2009 global financial crisis. 

“[I]t would appear if more and more business people participating in the survey are simply giving up 
hope,” commented the BER. Confidence collapsed during the third quarter in four of the five sectors 
comprising the BCI. 25 

3.4 Policy uncertainty edges higher despite new National 
Treasury policy paper 

 
The North West University (NWU) Business 
Schools' Political Uncertainty Index (PUI) 
increased slightly from 52.9 in 2019Q2 to 
53.1 in the third quarter, as negative factors 
further outweighed positive indicators. (A 
higher number indicates greater policy 
uncertainty.)26 

The NWU measured an increase in media 
reports about uncertainty surrounding South 

Africa. This outweighed a slight improvement in manufacturers and their views about political and 
policy constraints on their businesses. Another positive factor was the release of the National 
Treasury’s economic policy paper to put the country onto a higher economic growth path. 27 

3.5  Business climate deteriorates despite favourable 
commodity prices 

 
The South African Chamber of Commerce 
and Industry (SACCI) BCI – a measurement 
of the local business climate – increased 
from 89.1 in August to 92.4 in September. 
However, an average reading of 91.2 during 
2019Q3 was lower compared to the 
preceding quarter.28 

The SACCI BCI was 0.9% y-o-y lower in 
September due to reduced merchandise 

export volumes, higher core inflation, lower stock prices, and below-trend manufacturing production. 
Factors that were positive y-o-y include higher US dollar prices for precious metals, lower oil prices, 
and a stronger exchange rate. 29 
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4. Conclusion 

In the above sections, we reflected on 14 
economic indicators in order to gauge the 
health of the South African economy alongside 
the GDP data release. Out of the 14 indicators, 
only two – wholesale trade and civil 
construction confidence – showed 
improvement during 2019Q3. This sends a 
clear warning that GDP data for the third 
quarter will be disappointing – and most likely 
in the fourth quarter as well.  

Our assessment is in line with a warning from 
the South African Reserve Bank (SARB) on 
November 21: “indicators suggest that 
economic activity will remain weak for the rest 
of the year.”30 
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