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Executive Summary 

The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) increased by 1.2 points to 51.6 in June. The 

index has now been above the key 50-point mark for three consecutive months. There was a modest improvement across 

all the major sub-indices, except the employment sub-index which declined in June. The two largest weighted 

subcomponents of the PMI, business activity and new sales orders, mainly accounted for the improvement in the headline 

figure. The PMI index remained largely unchanged in the second quarter compared to the first, up only 0.1 points to 50.8.    

The business activity index regained all of May’s losses to reach 52.2 points in June. While the improvement is positive, 

the level of the index at just above 50 suggests that manufacturing output remained under pressure. The new sales 

orders index was the largest contributor to the overall PMI increase. The index increased to 54.0 points in June from 51.1 

in May, indicating that demand for manufactured goods improved somewhat.   

The employment index declined to 44.9 index points in June from 47.2 in May, suggesting a sustained weak 

employment environment. The price index remained largely unchanged, declining by a mere 0.2 points to 82.2 in June. 

Production prices have remained sticky at these high levels for some time, indicating that purchasing managers are 

continuing to face input cost pressure on a sustained basis.  

The index measuring expected business conditions six months’ ahead decreased for the first time since March 2013. 

The index declined by 1.3 points to 52.8. The weaker sentiment was supported by the PMI leading indicator, which 

remained below 1 at 0.9. 
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PMI suggests improving but tough manufacturing conditions     

 The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) increased by 1.2 points to 51.6 in June, above the key 

50-point mark for the third consecutive month. 

 The domestic PMI index improved in line with the Eurozone Flash Manufacturing PMI release, which increased to a 16-

month high of 48.7 index points during June. However, the local index moved in contrast to the Flash China HSBC PMI, 

which reached a new nine-month low of 48.8 points in June.  

 The two largest weighted subcomponents of the PMI, i.e. business activity and new sales orders, largely accounted for the 

improvement in the index in June. The business activity index gained 1.6 index points to 52.2 in June. While the 

improvement is a positive, the level of the index at just above 50 continued to suggest that manufacturing output remained 

under pressure. The new sales orders index increased notably by 2.9 points to 54.0 in June, indicating that the demand 

for manufactured goods improved somewhat. Tentative indications of an improvement in the US economy may have 

contributed to the increased demand for manufactured goods. A sustained recovery in demand conditions hinges on 

improvement in domestic demand, and better GDP growth prospects in the EU and US economies.  

 Following the sharp destocking in April, the inventory index continued to improve in June. The index gained 0.3 points to 

55.0 in June, its second consecutive monthly increase. However, there seems to be some caution in building inventories too 

rapidly due to uncertain global and domestic economic conditions. The employment index declined to 44.9 points from 

47.2 in May. The index has not moved above 50 points since November 2012, and remains 15.7 points below the pre-crisis 

high reached in August 2007. 

 The price index remained largely unchanged from the previous month. The index declined by a mere 0.2 points to 82.2 in 

June, indicating that producer prices remain rigid at these high levels. The relatively high index level indicates that 

manufacturers face sustained input cost pressure. A significantly weaker domestic currency may also have contributed to 

high input costs in the month. With the local currency trading above R10/$ for most of the month, imported materials used 

in the manufacturing process would have been more costly to acquire.  

 While the PMI results for June show that conditions improved marginally, the outlook for the sector according to purchasing 

managers is expected to remain challenging in an environment of muted demand and relatively high input prices. The 

index measuring expected business conditions in six months’ time declined by 1.3 points to 52.8 in June. The PMI 

leading indicator, which expresses new sales orders as a ratio of inventories, remained below 1 at 0.9. A level below 1 

suggests that inventory levels are high relative to demand and usually reflects a challenging operating environment.  

Kagiso Purchasing Managers Index: Results for June 2013 

 2012 2013 

 Dec Jan Feb Mar Apr May Jun 
Business activity* 47.3 49.6 52.2 47.7 52.2 50.6 52.2 
New sales orders* 44.9 50.9 60.2 52.0 53.7 51.1 54.0 
Backlog of sales orders 34.6 30.6 36.3 40.6 38.5 

 
37.6 33.5 

Inventories* 47.3 56.8 55.6 55.6 47.0 54.7 55.0 
Purchasing commitments 51.9 43.3 54.7 53.0 48.0 50.6 40.3 
Expected business conditions 55.1 58.2 56.8 47.0 51.3 54.1 52.8 
Suppliers’ performance* 56.4 48.8 51.8 51.4 54.5 50.6 52.2 
Prices 79.7 82.0 86.0 87.3 78.0 82.4 82.2 
Employment* 44.7 42.3 45.7 42.6 42.1 47.2 44.9 

PMI (not seasonally adj.) 49.9 44.3 52.9 49.8 48.1 49.6 47.7 
PMI (seasonally adjusted) 47.4 49.1 53.6 49.3 50.5 50.4 51.6 

*These series have been seasonally adjusted using Census X12.  
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Output and demand improve but remain tepid   

 The business activity index gained 1.6 index points to 52.2 in June. However, at just above 50, the level of the index 

continued to suggest that manufacturing output remained under pressure. 

 The new sales orders index increased notably by 2.9 points to 54.0 in June, indicating that the demand for 

manufactured goods improved somewhat.   

  

Inventories improve; purchasing commitments significantly lower  

 Following the sharp destocking in April, that pushed the index to its lowest level since October 2009, the inventory index 

continued to improve. The index gained 0.3 points to 55.0 in June, its second consecutive monthly increase.  

• Of concern is that purchasing commitments declined by 10.3 index points to reach 40.3. However, closer inspection of 

the index in coming months would provide a more informed view into future demand expectations of purchasing managers.  
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Input costs remain flat as factory employment continues to deteriorate      

 The price index remained largely unchanged from the previous month. The index declined by a mere 0.2 points to 82.2 in 

June, indicating that producer prices remain rigid at these high levels. The relatively high index level indicates that 

manufacturers face sustained input cost pressure. The local currency traded much weaker during the month at more than 

R10 to the dollar. This followed negative data releases out of China coupled with the announcement that the US Fed may 

start to slow down on its Quantitative Easing program. While a weaker local currency makes locally produced manufactured 

goods relatively cheaper for foreign buyers, imported materials used in the manufacturing process would also have been 

more costly to acquire. 

 The employment index declined to 44.9 points from 47.2 in May. This suggests that manufacturers remained reluctant to 

increase production capacity and the size of the workforce until there are notable and sustained demand side 

improvements.  
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