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Executive Summary 

The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) declined by a significant 7.4 points to 49.1 in September, 

reversing the gains made since April 2013. The latest number is the first below-50 print since March 2013. The index is now also 

below the PMI levels of SA’s key trading partners (i.e. China and the Eurozone). Combined with the magnitude of the decline, this 

suggests that developments specific to South Africa may have been responsible for the weak September PMI. While the declines 

were quite broad-based across the major subindices, the two largest weighted subcomponents of the PMI, business activity and 

new sales orders, largely accounted for the headline PMI decline in September.  

Following a significant improvement to 59.2 in August, the business activity index plunged to 46.7 points in September. This 

decline takes the index to the lowest level since November 2012. Similarly, the new sales orders index lost 9.4 points to 48.1 in 

September. While the extent of the declines are surprising, it may reflect knock-on effects to the wider manufacturing sector from 

the prolonged strike activity in the vehicle manufacturing sector.  

As expected, the August increase to back above 50 for the employment index proved to be short-lived as the index lost 1.7 

index points to 49.5 in September. On a more positive note, the PMI price index declined by 4.5 index points to 82.7. However, 

the relatively high index level still indicates that purchasing managers face input cost pressures.  

Purchasing managers were less optimistic about future prospects. The index measuring expected business conditions in six 

months’ time decreased by 4 points to 51.8. The weaker sentiment was supported by the PMI leading indicator, which 

remained below 1 in September. 
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PMI suggests manufacturing recovery suffered a major setback in September    

 The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) declined by a significant 7.4 points to 49.1 in September, 

reversing the gains made since April 2013. The latest number is the first below-50 print since March 2013. The overall PMI index 

measured 52.6 index points for Q3 as a whole, compared to 50.8 and 50.7 in Q2 and Q1 respectively. 

 In September, the index fell below the PMI levels of SA’s key trading partners (i.e. China and the Eurozone). The flash Eurozone 

manufacturing PMI remained relatively stable at 51.1 in September, while the final HSBC manufacturing PMI for China was largely 

unchanged at 50.2 points.  

 The two largest weighted subcomponents of the PMI, business activity and new sales orders, largely accounted for the decline in 

the index during September. Following a significant improvement to 59.2 in August, the business activity index plunged to 46.7 

points in September. This decline takes the index to its lowest level since November 2012. Despite the weak September figure, the 

picture is more optimistic for the third quarter as a whole. Business activity measured 52.6 points in Q3, up from 51.7 in Q2 and 

49.8 during the first three months of the year.  

 Similarly, the new sales orders index lost 9.4 points to 48.1 in September. While the extent of the declines are surprising, it may 

reflect knock-on effects to the wider manufacturing sector from the prolonged strike activity in the vehicle manufacturing sector. 

Intermittent mining sector disruptions and fears about future industrial action in the sector may also be weighing on 

manufacturers. If this is the case, an end to the vehicle component strike and quick resolution to Amcu’s strike in the platinum 

mining sector should see an imminent rebound in activity and orders.  

 As expected, the August increase to back above 50 for the employment index proved to be short-lived as the index lost 1.7 

index points to 49.5 in September.  

 On a more positive note, the price index declined by 4.5 index points to 82.7. The easing may be explained by a stable rand oil 

price in September. However, the relatively high index level still indicates that purchasing managers face input cost pressure. 

Going forward, one can expect this index to remain high as wage settlements in the recent round of wage bargaining have largely 

been above inflation.  

 The index measuring expected business conditions in six months’ time decreased by 4 points to 51.8. The weaker sentiment 

was supported by the PMI leading indicator, which remained below 1. The leading indicator measures the ratio between new 

sales orders and inventories - any number below 1 indicates that inventories exceed demand for manufactured goods, which 

normally does not bode well for factory sector production. 

Kagiso Purchasing Managers Index: Results for September 2013 

 2013 

 Mar Apr May Jun Jul Aug Sep 

Business activity* 47.7 52.2 50.6 52.2 51.8 59.2 46.7 

New sales orders* 52.0 53.7 51.1 54.0 55.0 57.5 48.1 

Backlog of sales orders 40.6 38.5 
 

37.6 33.5 34.9 37.8 36.5 

Inventories* 55.6 47.0 54.7 55.0 54.0 57.7 50.6 

Purchasing commitments 53.0 48.0 50.6 40.3 42.8 54.4 55.3 

Expected business conditions 47.0 51.3 54.1 52.8 53.0 55.8 51.8 

Suppliers’ performance* 51.4 54.5 50.6 52.2 52.6 56.6 53.6 

Prices 87.3 78.0 82.4 82.2 88.0 87.2 82.7 

Employment* 42.6 42.1 47.2 44.9 47.5 51.2 49.5 

PMI (not seasonally adj.) 49.8 48.1 49.6 47.7 47.7 54.7 51.8 

PMI (seasonally adjusted) 49.3 50.5 50.4 51.6 52.2 56.5 49.1 

*These series have been seasonally adjusted using Census X12.  
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Output down sharply as demand weakens   

 Following a significant improvement to 59.2 in August, the business activity index plunged to 46.7 points in 

September. This decline takes the index to its lowest level since November 2012. Business activity measured 52.6 

points in Q3, up from 51.7 in Q2 and 49.8 during the first three months of the year.  

 Similarly, the new sales orders index lost 9.4 points to 48.1 in September. While the extent of the declines are surprising, 

it may reflect knock-on effects to the wider manufacturing sector from the prolonged strike activity in the vehicle 

manufacturing sector. 

  

Inventories continue to decline; purchasing commitments marginally up  

 The inventory index declined by 7.1 points to 50.6 in September, its lowest level since April 2013. This indicates that 

manufacturers were destocking, likely driven by caution in the face of uncertain local economic conditions.   

 On a more positive note, purchasing commitments were largely stable. The index increased by 0.9 index points to reach 

55.3 in September.  
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Input costs decline as factory employment worsens again      

 The price index declined by 4.5 index points to 82.7. The easing may be explained by a stable rand oil price in 

September. However, the relatively high index level still indicates that purchasing managers face input cost pressure.  

 Going forward, one can expect this index to remain high as wage settlements in the recent round of wage bargaining 

have largely been above inflation. The upward price pressure faced by manufacturers for most of this year was mainly as 

a result of higher fuel (transport), electricity and labour costs.  

 As expected, the August increase to back above 50 for the employment index proved to be short-lived as the 

index lost 1.7 index points to 49.5 in September. This may suggest that manufacturers remained reluctant to increase 

production capacity until there were notable and sustained demand side improvements. On a quarterly basis, the PMI 

employment data (49.4) suggests that a recovery in factory sector employment is unlikely over the short term. However, 

the Q3 average was a solid improvement on the bleak 44.7 recorded in Q2.  
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