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KwaZulu-Natal fixed investment shows strongest growth in more than year

 
Fixed investment in KwaZulu-Natal grew at the strongest year-on-year pace in more than a year as investment in civil construction, machinery and ICT equipment picked up sharply.  The total investment index of the KwaZulu-Natal investment monitor, as compiled by Mike Schüssler of Economists.co.za, was up 10.8% year-on-year in November. On the shorter term, however, fixed investment did not perform as well after some investment categories had one or two difficult months in the three months through November, which affected the whole quarter. Compared with the previous quarter, the total investment index was down 0.1%, the first decline in 10 months.

Machinery investment impresses
Investment in machinery was the biggest positive surprise in the investment monitor and grew 9.3% year-on-year, the strongest growth in 13 months.  Investment in locally manufactured machinery was up and despite the weak rand making imports of capital goods expensive, purchases of imported machinery also grew, showing that if the demand is strong enough, the price will not deter investors. Machinery for maintenance was one of the bigger drivers of growth in machinery investment.  The strong year-on-year growth in machinery will turn around at some point because investment in machinery has now been negative quarter-on-quarter for three consecutive months, and most recently by 7.8%.

ICT equipment investment grew by double digits
Investment in ICT equipment has been a major driver of fixed investment in KwaZulu-Natal over the last three years and grew 24% year-on-year according to the latest Investment Monitor. This was the strongest growth for all of 2013. Quarter-on-quarter investment in ICT equipment was up 7.5% after a 2.8% drop the month before. As with machinery, the weaker rand did not seem to deter investors from importing pricey ICT equipment. The launch of the iPhone 5 late in 2013 most likely contributed to the hype around ICT and led to more investment in the sector.
Civil construction investment on the up
The third big positive surprise in fixed investment came from civil construction, which was up 24.1% year-on-year, the fourth consecutive month of double-digit growth, and 4% quarter-on-quarter growth. Both imported civil construction material; and locally produced structural steel increased. The 22.8% increase in road works in KwaZulu-Natal also supported the investment category after road-work activity had a few slow months earlier in the year.
Buildings investment shows decline
Investment in buildings could unfortunately not mimic the strong performance of investment in civil construction and declined 4% year-on-year. Aside from a strong growth number of 17.3% in April, the year 2013 has not been good for buildings investment. The big loser was non-residential buildings, which declined by 46%, showing that the construction of commercial property like shopping centres have all but paused. Residential buildings were down only 3%, and lumber sales grew 9.9%, showing that some informal building is at least still taking place.  The number of RDP houses built grew by 20% on a year before, but this is based on government’s estimates at the start of the financial year. In April, when the financial year had ended, there should be a more accurate picture of the number of government houses built in KwaZulu-Natal. Investment in buildings grew 11.3% quarter-on-quarter. 
Transfers investment follows buildings investment’s lead
As usual, investment in transfers performed fairly similar to investment in buildings and was down 3.2% year-on-year. Quarter-on-quarter transfers were down 0.2% after four months of growth. The data used in the sub-index for transfers was revised to include more house transactions which were not recorded in the index before, helping transfers to a better position, even though it was still negative. Despite the difficult time for consumers, houses are being sold across the country, although this may slow down or pause after the recent interest rate increase.
Transport equipment investment low, but hope in sight
Investment in transport equipment in KwaZulu-Natal was the biggest loser in fixed investment and was down year-on-year for the third month in a row, this time by 6.9%. Land transport equipment, like trucks and bakkies, grew 7.6% as many businesses needed an increased fleet to move goods around in November and December. Investment in sea and air transport equipment continued to fall and was down 31.6% on a year before. In this case, the weak exchange rate did actually play a role as it makes new aeroplanes very expensive. Companies like South African Airways and other smaller aeroplane businesses are finding it difficult to replace or expand their existing fleets. However, SAA is working on a plan to order 23 new wide-body planes by December to make its long-haul flights more profitable. As the ordering and delivery of aeroplanes takes a considerable time, the positive effect of these orders will not reflect in the transport index any time soon.
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Main and sub indices of the 

Kwa-Zulu Investment Monitor

% Change on a year 

ago

% Change from a  

quarter ago

Transport Equipment -6.9% 10.8%

Buildings -4.0% 11.3%

Civil Construction 24.1% 4.0%

Machinery 9.3% -7.8%

ICT Equipment 24.0% 7.5%

Transfers -3.2% -0.2%

Total Investment Index 10.8% -0.1%
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