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July 2012 
Executive Summary 

The seasonally adjusted Kagiso PMI regained some lost ground at the start of the third quarter, rising by 2.8 points to 51 in 

July after dipping below the key 50 mark during June.  

The improvement in the headline index was mainly the result of an almost 6 point rise in the new sales orders index, 

which measured 52.2 in July. The index more than recouped the losses suffered during June.  

The business activity index posted a gain of 3.8 points to 50.8 after falling below the neutral level in June. Whereas the 

current activity indicators improved in July, in a sign of the uncertain times, purchasing managers continued to downscale 

their expectations. The index that captures expected business conditions in 6 months’ time declined to 54 index points to 

reach the lowest level since August 2011.  

Despite the higher oil and agricultural commodity prices over the past month, the news on the input cost front continued to 

improve. The PMI price index declined by another 2.4 index points to 62.7. The index was last at these levels towards the 

end of 2010.  

The news on the job front continued to be downbeat. The employment index remained stuck just below the 50 point mark, 

suggesting that job prospects in the factory sector are limited at best.  
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PMI back above 50, outlook remains clouded   

� The seasonally adjusted Kagiso PMI regained some lost ground at the start of the third quarter, rising by 2.8 points 

to 51 in July after dipping below the key 50 mark during June. The SA PMI is significantly above the initial estimate, 

or flash manufacturing PMI, for the EU (44.1) in July and more or less in line with the flash readings out of China 

(49.5) and the US (51.8).  

� The improvement in the headline SA index was mainly the result of an almost 6 point rise in the seasonally adjusted 

new sales orders index, which measured 52.2 in July. The index more than recouped the losses suffered during 

June. Of interest is that the improvement was not driven by a greater percentage of respondents reporting that 

orders increased compared to June, but rather that more respondents said orders were unchanged. The 

improvement in July does not necessarily suggest better demand conditions, it rather indicates that demand may 

have stabilised in July following the drop-off during June.  

� The business activity index posted a gain of 3.8 to 50.8 after falling below the neutral level in June. As with new 

sales orders, the majority of purchasing managers reported that activity levels remained unchanged during July 

when compared to the previous month.  

� Whereas the current activity indicators improved in July, purchasing managers continued to downscale their 

expectations. The index that captures expected business conditions in 6 months’ time declined to 54 index points 

to reach the lowest level since September 2011. The PMI leading indicator, which measures the ratio between new 

sales orders and inventories, was below 1 for the fourth consecutive month as inventories in the manufacturing 

sector remain in excess of demand. This is normally not conducive to a robust increase in factory output.  

� Despite the higher oil and agricultural commodity prices over the past month, the news on the input cost front 

continued to improve. The PMI price index declined by another 2.4 index points to 62.7. The index was last at 

these levels towards the end of 2010.  

� The news on the employment front continued to be downbeat. The employment index remained stuck just below 

the 50 point mark, suggesting that job prospects in the factory sector are limited at best.  

Kagiso Purchasing Managers Index: Results for July 2012 

 2012 
 Jan Feb Mar Apr May Jun Jul 

Business activity* 53.6 65.2 57.8 57.7 56.0 47.0 50.8 
New sales orders* 57.3 64.8 59.7 55.4 51.7 46.5 52.2 
Backlog of sales orders 39.4 43.6 41.4 42.2 43.3 36.8 40.1 
Inventories* 50.2 51.7 57.4 57.6 61.3 54.5 56.5 
Purchasing commitments 49.5 51.9 49.5 49.0 52.7 46.3 48.5 
Expected business conditions 65.1 66.2 62.4 56.2 59.0 57.4 54.0 
Suppliers’ performance* 57.0 48.6 50.3 47.9 48.8 50.8 50.8 
Prices 81.4 75.7 72.9 71.1 73.6 65.1 62.7 
Employment* 45.2 48.6 47.1 48.8 53.0 46.8 47.0 
PMI (not seasonally adj.) 47.5 54.7 54.0 50.1 51.8 45.1 46.7 
PMI (seasonally adjusted) 53.2 57.9 55.1 53.7 53.6 48.2 51.0 

*These series have been seasonally adjusted using Census X12.  
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Output and demand recover lost ground  

� The seasonally adjusted new sales orders index increased by almost 6 index points to 52.2 in July. The index more 

than recouped the losses suffered during June. Of interest is that the improvement was not driven by a greater 

percentage of respondents reporting that orders increased compared to June, but rather that more respondents 

indicated that orders were unchanged. The improvement in July does not necessarily suggest better demand 

conditions, it rather indicates that demand may have stabilised in July following the drop-off during June. In light of 

the soft data that continues to emerge from Europe (SA’s key manufacturing export market), any short-term external 

demand improvement seems unlikely.  

� The business activity index posted a gain of 3.8 to 50.8 after falling below the neutral level in June. As with new 

sales orders, the majority of purchasing managers reported that activity levels remained unchanged during July 

when compared to the previous month.  
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Inventories and purchasing commitments post marginal gains  

• The inventory index gained 2 index points to 56.5. Purchasing commitments rose by 2.2 points, but at 48.5 

remained below the neutral level of 50. 
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Input cost easing continued; no real light at the end of the employment tunnel    

� Despite the higher oil and agricultural commodity prices over the past month, the news on the input cost front 

continued to improve. The PMI price index declined by another 2.4 index points to 62.7. The index was last at 

these levels towards the end of 2010. The index suggests that, after stabilising at 6.6% y-o-y for three months in a 

row, Stats SA’s producer price index should resume a moderating trend.  

� The news on the employment front continued to be downbeat. The employment index remained stuck just below 

the 50 point mark, suggesting that job prospects in the factory sector are limited at best.  
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For further information:     Abdul Davids, Head of research: Kagiso Asset Management 

 Tel: (021) 673 6321 

                    Mobile:  083 357 5229 

 

                       Andre Coetzee, CIPS Africa             

 Tel: (012) 345 6177 

                Mobile: 082 335 8395 

 

 Hugo Pienaar, Bureau for Economic Research 

 Tel: (021) 880 2287 
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