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Executive Summary 

The seasonally adjusted Kagiso PURCHASING MANAGERS’ INDEX™ (PMI™) declined to 50.3 index points in March, 

down by 1.4 index points from 51.7 in February. This brings the average for the first quarter of 2014 to 50.6, which is only 

just above the neutral 50-point mark separating contraction from expansion.  

The decline in the headline PMI was mainly driven by a 6.8 index point drop in the new sales orders index. The index 

fell from 53.4 to 46.6 in March – the lowest level since August 2009. The fact that the index dipped below 50 signalled a 

significant slowdown in the demand for manufactured goods. However, after remaining below the neutral 50-point mark 

for three consecutive months, the business activity index rose by 2.6 index points to reach 51.0 in March.  

The price index eased marginally from February’s record high of 95.1 index points to 93.0 in March. The index remained 

exceptionally high and suggests considerable pressure on input costs, likely driven by the rand exchange rate that remains 

substantially weaker than 12 months ago.  

On a positive note, the employment index ticked up by 3.6 index points to 51.8. Meanwhile, the inventories index 

returned to January’s level after rising sharply in February. The index fell from 59.6 to 53.7 index points in March (in 

January the index stood at 53.9).  

The index measuring expected business conditions in six months’ time fell to its lowest level since September 2013. 

However, at 54.5 index points, manufacturers were still expecting conditions to improve going forward.  

 

The PMI™ and PURCHASING MANAGERS’ INDEX™ are trademarks of Stellenbosch University. 
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The PMI™ suggests lacklustre factory sector output in 2014Q1 

 The seasonally adjusted Kagiso PURCHASING MANAGERS’ INDEX™ (PMI™) declined to 50.3 index points in March, 

down by 1.4 index points from 51.7 in February. This brings the average for the first quarter to 50.6, which suggests the 

manufacturing sector is struggling to gain any real momentum.  

 The South African manufacturing PMI remained firmly below levels recorded in developed economies. In the US, the 

preliminary manufacturing PMI nudged down to 55.5 in March from a 45-month high of 57.1 in February. The Eurozone’s 

flash manufacturing PMI came in at 53.0, slightly down from 53.2 in February. However, the Chinese manufacturing PMI is 

underperforming even compared to South Africa. In fact, the Chinese flash manufacturing PMI fell to an eight-month low of 

48.1 points.  

 The decline in the South African headline PMI was driven by a 6.8 index point drop in the new sales orders index. The 

index fell from 53.4 to 46.6 in March – the lowest level since August 2009. This was likely due to weaker domestic 

demand. The demand weakness may have been exacerbated by the prolonged production stoppages in the platinum 

mining sector which halted the need for supplies from specific manufacturing subsectors.  

 On a positive note, after three months of signalling contraction, the business activity index returned to a level above the 

neutral 50-point mark. The index rose by 2.6 index points to 51.0, suggesting a moderate acceleration in output. 

Another positive feature of the March PMI was that the employment index ticked up by 3.6 index points to 51.8. 

 The price index eased slightly from February’s record high of 95.1 index points to 93.0 in March. Accelerated 

pressure on input prices was also reflected in the most recent official data from Statistics South Africa (StatsSA). The 

producer price index (PPI) rose by 7.7% year-on-year in February, up from 7% in January and an average of 6% in 

2013.  

 The inventories index returned to January’s level after rising sharply in February. The index fell from 59.6 to 53.7 

index points in March. 

 The index measuring expected business conditions in six months’ time fell to its lowest level since September 

2013. However, at 54.5 index points, manufacturers were still expecting conditions to improve going forward. The 

PMI’s leading indicator dipped further below one, as the sharp fall in the new sales orders index outpaced the 

inventory decline.   

Kagiso PURCHASING MANAGERS’ INDEX™: Results for March 2014 

 2013 2014 

 Sep Oct Nov Dec Jan Feb Mar 

Business activity* 48.1 52.6 54.0 49.3 48.0 48.4 51.0 
New sales orders* 49.4 50.6 51.6 51.8 50.2 53.4 46.6 

Backlog of sales orders 36.5 41.8 43.2 37.3 38.8 45.8 44.9 

Inventories* 52.4 52.8 53.2 46.0 53.9 59.6 53.7 

Purchasing commitments 55.3 54.9 55.7 47.0 48.3 49.3 51.9 

Expected business conditions 51.8 62.2 59.8 57.9 61.4 55.7 54.5 

Suppliers’ performance* 53.6 47.9 52.6 55.4 48.8 53.1 52.5 

Prices 82.7 80.8 77.8 80.1 89.3 95.1 93.0 

Employment* 49.5 49.4 50.8 45.8 50.7 48.2 51.8 

PMI™ (not seasonally adj.) 51.8 55.3 58.6 51.4 45.3 52.4 51.3 

PMI™ (seasonally adjusted) 50.0 50.7 52.4 49.9 49.9 51.7 50.3 

*These series have been seasonally adjusted using Census X12.  
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Output recovers, but demand falters  

 The business activity index ticked up to 51.0 in March, the first reading above the neutral 50-point mark since November 

2013. This rise suggests a moderate acceleration in factory output. However, the average reading of 49.1 for the full 

quarter implies manufacturing’s contribution to overall GDP growth will be much more subdued than in 2013Q4.  

 The new sales orders index shed 6.8 index points to reach 46.6, the lowest level since August 2009. This likely reflects 

weaker domestic demand, which was also visible throughout the BER’s 2014Q1 business confidence surveys. Prolonged 

production stoppages in the allied platinum mining sector likely contributed to the fall in order volumes.  

  

Inventories return to January levels; purchasing commitments up  

• The inventories index declined to 53.7 from 59.6, which was the highest level since October 2007. The level of the index is 

now back in line with January’s reading of 53.9 index points.  

• The index measuring purchasing commitments rose to 51.9 points from 49.3 previously.  
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Weaker rand drives accelerated input costs pressure in 2014Q1 

 The price index eased marginally from February’s record high of 95.1 index points to 93.0 in March. The average 

reading for the first quarter of 2014 stood at 92.5 index points, which is almost 10 index points above the average 

for 2013 and almost 13 points above the 2013Q4 level. Input cost pressure was likely driven by the weaker 

exchange rate that pushes up the price of imported input products paid for in foreign currency. The exchange rate 

weakened from an average of R9.65/$ in 2013 (R10.16/$ in 2013Q4) to R10.86/$ in 2014Q1.  

 The employment index ticked up by 3.6 index points to 51.8. The index has been hovering around the neutral 50-

point mark since mid-2013, which suggests stabilisation in the factory labour market. This was also reflected in the 

most recent official data from StatsSA. According to the 2013Q4 Quarterly Employment Statistics (QES), formal 

manufacturing employment rose by 3 000 jobs during the second half of 2013. However, a decline in employment 

during the first half of the year meant that the sector still shed 2 000 jobs in 2013.  
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