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Fixed investment in KwaZulu-Natal up after slow 2013



Fixed investment in KwaZulu-Natal is enjoying mixed fortunes as the weaker rand makes imports expensive, but export demand seems strong. The total investment index of the province’s fixed investment monitor, as compiled by Mike Schssler of Economists.co.za, grew 2.1% year-on-year and 4.9% quarter-on-quarter. While the January growth numbers for the longer and the shorter term were the best in more than a year, a year-on-year growth figure of 2.1% is not great for KwaZulu-Natal. Fixed investment may be doing better than it has for the whole of 2013, but during 2011 and 2012 investment often grew in double digits. 2013 was a particularly bad year for fixed investment in KwaZulu-Natal and that makes the January growth number seem positive.
 
Transport index declines
One of the factors that held back investment growth in KwaZulu-Natal was the 11.9% year-on-year fall in the transport index. Quarter-on-quarter investment in transport equipment was down 4.6%, the first decline in seven months. The main reason behind the fall of investment in transport equipment was the continued fall in investment in air and sea transport equipment, which was down 46.7% from a year ago. This was the biggest decrease in 17 months and it is unlikely that the decline will get bigger than this. If it does, it will continue to pull down the whole investment index. 
Investment in land transport equipment grew 6.4% and while the growth was good news, it slowed down compared to the previous two months, an indication that small businesses are still struggling and may be slowing down  their investment plans.

Buildings investment on a slippery slope
Investment in buildings in KwaZulu-Natal is still very volatile and fell 3.6% year-on-year, literally going up one month and down the next. Quarter-on-quarter buildings investment was down 7.7%.
The main reason behind the fall in buildings investment was that residential buildings were down 16%, not surprising given the difficult consumer environment, which affects demand for new houses. Although the interest rate increase was only at the end of January, the expectations of a rate hike helped to dampen the buildings industry.
Lumber sales grew 3.8%, which indicated there is still some informal building activity happening, albeit quite small.
While the numbers of RDP houses built seems not to have grown at all, this should change and probably show an uptick when new government data is added to the index in April.

Transfers investment decreases
Transfers fell 3.5% year-on-year and 1.7% quarter-on-quarter, not a surprising move given how the building sector is still struggling. The January fall was more than double December’s 1.1% decrease, probably due to the increase in inflation in January, which affected property investment. Transfers will struggle to recover in coming months, given the interest rate increase in February and the general tighter conditions in the property market due to the expectation of further rate increases.

Civil construction growth still strong
Civil construction in KwaZulu-Natal still did very well, especially when compared with the performance of other buildings projects. Investment in civil construction grew 14.5% year-on-year, the fifth consecutive month of double-digit growth. Quarter-on-quarter the investment category grew 5.4%.
The production of structural steel grew 1.3%, most likely because of a surge in demand from China, after being in decline for most of 2013. The recent bad growth projection for China could mean a slowdown in demand in coming months. Imports of civil construction material grew, despite the weak rand, showing that some construction projects are continuing despite the difficult environment. Road works in KwaZulu-Natal grew 41.7%, the best growth in six months, helping to boost the overall investment in civil construction.

ICT equipment boosts index
Investment in ICT equipment was a big driver of the growth on the total investment index and was up 28.5% year-on-year, and 44.1% quarter-on-quarter, the highest quarter-on-quarter growth in more than 10 years. There are very few reports or publications available on ICT in South Africa, making it difficult to determine what exactly was imported. Anecdotal evidence suggests a lot of the growth was driven by mobile devices, specifically iPads and tablets. Businesses import these as an investment in their ICT system, which in turn drives up total investment in KwaZulu-Natal.

Machinery investment looking up
[bookmark: _GoBack]Machinery investment in KwaZulu-Natal seems to have a much better January than in the preceding seven months. Although investment still declined by 2.2%, it was the smallest year-on-year decline in nine months. Quarter-on-quarter machinery grew 7.04%, the first growth in seven months. While some of the better news for machinery was due to an adjustment in the source data of the index, the quarter-on-quarter growth could also be linked to the 44.1% growth in ICT equipment in the quarter. Businesses are not importing that much machinery because of the weak rand, but the small year-on-year decline shows the bad news is indeed a little less than before.
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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 -11.9% -4.6%

Buildings -3.6% -7.7%

Civil Construction 14.5% 5.4%

Machinery -2.2% 7.0%

ICT Equipment 28.5% 44.1%

Transfers -3.5% -1.7%

Total Investment Index 2.1% 4.9%
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