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Executive Summary 

The seasonally adjusted Kagiso PMI was stable in May at 53.6 index points (53.7 during April). The largely unchanged 

headline figure masked some noteworthy developments in a number of the key PMI sub-components.  

A welcome – and unexpected – development was the 4.2 index point jump in the employment index to 53, the first time 

since February 2011 that the PMI signalled an expansion of the factory sector workforce. The improved news on the job 

front may be a delayed reaction to the robust business activity levels so far in 2012 as some of the other major PMI sub-

categories hinted at a slowdown in factory sector growth momentum during May.  

Indeed, not only did the business activity index decline by almost 2 points to 56, but perhaps more important was the 

further 3.7 point easing in the new sales orders index to 51.7. May signalled the third consecutive month that the index 

declined by 3.5 (or more) index points.  

Following four consecutive months where the rate of input cost increases moderated, the PMI price index rose by 2.5 points 

to 73.6. With the Brent crude oil price down sharply during the month, the significant weakening of the rand exchange rate 

since April may explain the more elevated pace of input cost gains. The softer currency could also be the reason for the 2.8 

point rise in the expected business conditions index as it may have raised expectations about increased competitiveness 

of SA produced factory goods on international markets.  

Importantly, the more upbeat expectations were not corroborated by the PMI leading indicator, which expresses new 

sales orders as a ratio of manufacturing sector inventories. The combination of weaker sales orders and higher inventories 

pushed the ratio down to the lowest level since early 2009, hinting at a possible further easing in the headline PMI in coming 

months.   
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PMI consolidates amid mixed underlying data 

� The seasonally adjusted Kagiso PMI was stable in May at 53.6 index points (53.7 during April). The largely unchanged headline 

figure masked some noteworthy developments in a number of the key PMI sub-components. The level of the SA PMI remained 

well above the initial May readings for both the EU and Chinese PMI, which printed below the all-important 50 mark.  

� A welcome – and unexpected – development in the SA PMI was the 4.2 index point jump in the employment index to 53, the 

first time since February 2011 that the PMI signalled an expansion of the factory sector workforce. The improved news on the job 

front may be a delayed reaction to the robust business activity levels so far in 2012 as some of the other major PMI sub-categories 

hinted at a slowdown in factory sector growth momentum during May. For this reason, it is unclear whether we will see more 

positive employment readings in coming months.  

� The business activity index declined by almost 2 points to 56, but perhaps more important was the further 3.7 point easing in 

the new sales orders index to 51.7. May signalled the third consecutive month that the index declined by 3.5 (or more) index 

points and suggests a fairly fast deterioration in the demand for locally produced factory goods from February’s high of almost 65 

index points.  

� Following four consecutive months where the rate of input cost increases moderated, the PMI price index rose by 2.5 points to 

73.6. With the Brent crude oil price down sharply during the month, the significant weakening of the rand exchange rate 

(especially versus the US dollar) since April may explain the more elevated pace of input cost gains. After averaging around 

$120/bbl in April, the oil price averaged just above $110/bbl between 1 and 28 May. Over the same period, the rand weakened 

from R7.82/$ (R7.58/$ in March) to R8.12/$. The softer currency could also be the reason for the 2.8 point rise in the expected 

business conditions index as it may have raised expectations about increased competitiveness of SA produced factory goods on 

international markets. Recent media reports that some manufacturers are “ecstatic” about the weaker rand tie into this argument.  

� Importantly, the more upbeat expectations were not corroborated by the PMI leading indicator, which expresses new sales 

orders as a ratio of manufacturing sector inventories. The combination of weaker sales orders and higher inventories pushed the 

ratio down to 0.84 - the lowest level since early 2009, which suggests a possible further easing in the headline PMI in coming 

months.   

Kagiso Purchasing Managers Index: Results for May 2012 

 2011 2012 
 Nov Dec Jan Feb Mar Apr May 

Business activity* 52.3 49.7 53.6 65.2 57.8 57.7 56.0 
New sales orders* 51.2 48.3 57.3 64.8 59.7 55.4 51.7 
Backlog of sales orders 46.0 40.6 39.4 43.6 41.4 42.2 43.3 
Inventories* 54.4 50.9 50.2 51.7 57.4 57.6 61.3 
Purchasing commitments 53.1 45.6 49.5 51.9 49.5 49.0 52.7 
Expected business conditions 55.0 61.3 65.1 66.2 62.4 56.2 59.0 
Suppliers’ performance* 56.5 56.0 57.0 48.6 50.3 47.9 48.8 
Prices 82.1 83.3 81.4 75.7 72.9 71.1 73.6 
Employment* 46.5 45.0 45.2 48.6 47.1 48.8 53.0 
PMI (not seasonally adj.) 58.2 53.0 47.5 54.7 54.0 50.1 51.8 
PMI (seasonally adjusted) 51.6 49.4 53.2 57.9 55.1 53.7 53.6 

*These series have been seasonally adjusted using Census X12.  
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Output and (especially) demand continue to ease   

� The business activity index declined by almost 2 points to 56. The index averaged 56.9 in the first two months of 

2012Q2, down from a lofty 58.0 recorded in the first quarter.  

� Perhaps the most concerning piece of information in the May PMI was the further 3.7 point easing in the new sales 

orders index to 51.7. May signalled the third consecutive month that the index declined by 3.5 (or more) index points and 

suggests a fairly fast deterioration in the demand for locally produced factory goods from February’s high of almost 65 

index points. Given the trend for new sales orders, it is important to keep the rise (from 56.2 to 59) in the expected 

business conditions index in perspective. If manufacturers increased confidence about the future was based on the more 

competitive level of the currency, it may well be a false hope as it is important to understand the environment in which the 

the rand is weakening. Increased concern about global growth / demand prospects amid EU woes and softer than expected 

Chinese activity has resulted in growing investor risk aversion and lower commodity prices, which combined to push the 

rand weaker.  

Inventories and purchasing commitments both gain ground  

• The inventory index rose by 3.7 index points to 61.3, while purchasing commitments moved back above 50 to reach 52.7.  
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Input costs break downward trend; finally some good news on the employment front  

� Following four consecutive months where the rate of input cost increases moderated, the PMI price index rose by 2.5 

points to 73.6 during May. With the Brent crude oil price down sharply (by more than $15/bbl) during the month, the 

significant weakening of the rand exchange rate (especially versus the US dollar) since April may explain the more elevated 

pace of input cost gains. 

� A welcome - and unexpected – development was the 4.2 index point jump in the employment index to 53, the first time 

since February 2011 that the PMI signalled an expansion of the factory sector workforce. The improved news on the job 

front may be a delayed reaction to the robust business activity levels so far in 2012. As highlighted, some of the other 

major PMI sub-categories hinted at a slowdown in factory sector growth momentum during May. For this reason, it is 

unclear whether we will see more positive employment readings in coming months. .  
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