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KwaZulu-Natal economic growth remains weak amid nationwide downturn
The strain that the South African economy is under continues to show in the KwaZulu-Natal economy. Prolonged labour strife, rising inflation and higher interest rates hamper business and consumer confidence. The latest KwaZulu-Natal barometer, as compiled by Mike Schüssler of Economists.co.za, decreased 3% year-on-year, the third consecutive month of year-on-year decline, and fell 1.9% month-on-month. The growth index was up only 0.2% from a year ago and economic stress increased substantially. 
Unemployment driving stress 
The economic stress index, which measures factors like interest rates, inflation and unemployment, increased 3.2% year-on-year, the fourth month of growing stress.  The index also increased on a month-on-month and quarter-on-quarter basis and was 5.5% higher than three years ago. Aside from inflation and interest rates, which are up from a year ago, the main driver of economic stress in KwaZulu-Natal was that the province's unemployment rate climbed to 23.7%. While this is still lower than the national unemployment rate of 25.5%, joblessness in KwaZulu-Natal is now at its highest since February 2008.

Agriculture sets its own trend 
There was some positive news as agriculture continued to increase on a year-on-year basis, although it came from a low base. The agriculture index's year-on-year growth of 5.3% was somewhat slower than in the preceding two months and month-on-month the index was unchanged. Quarter-on-quarter agriculture grew 1.2% and the index was 1.4% up from three years ago. Agriculture follows its own cycle as it is dependent on weather conditions and commodity prices. The year-on-year growth was driven by a 6.8% increase in sugarcane crushed, a 3.3% increase in meat production and a 20.8% increase in field crops. 
Mining flat in KwaZulu-Natal

Mining in KwaZulu-Natal still struggles to pick up pace, even as the five-month platinum strike, that ended June 24, did not have a direct effect on the province's mining industry. The mining index increased 0.6% year-on-year and 2.3% quarter-on-quarter, but was down 0.2% on the month before. Coal mining, which accounts for more than two-thirds of mining in KwaZulu-Natal, grew 0.5%. This was probably driven by an increased demand for coal by Eskom in the winter months and coal exports being back to normal after the Richards Bay coal terminal power outage. The mining of building materials dropped 12% as the construction sector continued its decline. 

Manufacturing turns negative for first time in six months

The manufacturing index was down 1.6% year-on-year, the first time that it has turned negative this year, and was also negative on a month-on-month and quarter-on-quarter basis. This is probably due to the negative sentiment and lack of overall confidence, which is brought about by rising inflation and higher interest rates, among businesses and consumers who are delaying the purchases of durable goods. Manufacturing of vehicles and parts fell 16% while the production of food and beverages, which is mostly an essential category of goods, decreased by 4.3%.

Electricity usage up

Electricity usage came in quite strong despite one aluminium smelter in Richards Bay that has been switched off. The electricity index was up 1.9% on a year ago, and has now been positive for 12 out of the last 13 months. This recent increase may be as a result of the higher electricity demand in the winter months as consumers use more electricity for heating purposes. However, electricity distributed was down 0.4% on a month-on-month and quarter-on-quarter basis. With Eskom trying to plug a R225 billion shortfall, electricity prices are bound to increase sharply, which will curb demand further.



Construction in the doldrums 

Construction was down on all measures and dropped 10.4% on a year ago, 3.4% on a month ago and 1.2% on the previous quarter.  Of greater concern is the fact that the construction index was 28.5% down from three years ago. The declines show consumers and businesses continue to hold back on investing in large projects. Large residential buildings completed were down 32.5% from a year ago, further indicating the tough consumer environment.

One positive aspect of the construction index was lumber sales, which increased by 15.3% year-on-year. This could indicate that some informal building projects are still continuing, but also that additions and alterations to existing houses are taking place without planning permission. There may also be a combination of increased exports and less imports of lumber due to the weaker exchange rate. It is unlikely that the increase in lumber sales is due to furniture sales as this would make up at most 10% to 20% of lumber use and durable products such as furniture are suffering, as seen in the manufacturing index.

Transport and communications a major positive driven mainly by data

The KwaZulu-Natal transport and communications index grew 10.5% year-on-year, driven mainly by the 22.3% increase in data and communications due to the continuous increase in smartphone use. 

The transport side of the index is relatively flat with cargo handled by the two main ports in KZN increasing by 0.3%. Land transport increased by 1.1% over a year ago, also relatively flat. This would be due to the higher fuel prices that are affecting transporters' costs. Passenger arrivals at King Shaka International Airport dropped by 1.7% year-on-year. There has been a negative trend in passenger air transport for over a year now as businesses and consumers try to reduce costs and choose land transport as the cheaper alternative.

Trade suffering from strained business environment

The trade index again shows the effect of the current business and consumer conditions and the delay in purchasing durable goods. The index declined 1.1% year-on-year and was also down on a month-on-month and quarter-on-quarter basis. Retail sales were flat with growth of only 0.02%, indicating the South African consumer hasn’t pulled back completely, but they are watching their spending carefully. Vehicles sales were down 12%, which is a lot larger than the national decline which suggests that a greater percentage of a person’s monthly income in KwaZulu-Natal would go towards paying a vehicle. Vehicle sales have been negative for 10 consecutive months. 

The business of hotels and restaurants has been in decline for 28 months and petrol sales declined by 4.5%. Petrol sales have been down for the whole of South Africa for several months, an indicator of consumer stress. The combined effects of higher petrol prices and better fuel efficiency lead to less petrol sales, which show that consumers are very careful about how they spend their money. 

Wholesale sales grew by 6.6%. Wholesale is holding up better with imports rather being substituted with domestic purchases due to the weakening of the rand. Wholesale sales include sales to other countries, which have become more competitive with the rand's weakening, and pre-arranged contract sales which are difficult to capture. The consumer in KwaZulu-Natal and South Africa is still under tremendous pressure and the trade index has been driven down by declines in luxury and big-ticket durable items.

Municipalities continue underspending

The government index declined 2.2% year-on-year and 0.3% month-on-month. Government spending in KwaZulu-Natal is held back by underspending by the province's municipalities. It may be that they are not managing to collect payments from households and businesses in these strained times and hence do not have the budgets to spend.

Finance, real estate and business services still struggling

The finance, real estate and business services index in KwaZulu-Natal declined 3.1% on a year ago, and was relatively flat month-on-month with a 0.04% increase. Quarter-on-quarter the index fell 2.5%, the third consecutive month of decline. Property transfers increased 1.2% on a year ago and mortgages decreased by 2.7% over the same period which may indicate a combination of buyers paying larger deposits on their properties and banks demanding larger deposits from buyers. Coastal real estate is starting to look more attractive but this is probably driven by foreign purchasers. Existing properties seem to be more popular when looking at the decline in new buildings. 

Instalment sales grew by 4.9%, but this has also slowed further, reflecting the tough domestic environment. Advertising spend declined 8.5% on a year ago, which is mainly attributed to advertising cutbacks in print publications as consumer habits change and fewer newspapers are being circulated, suggesting that the media industry is having a tough time.

Civil debt cases are down by 35.1% from a year ago, which means less economic stress, but results in less work for the law and accounting firms.
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Main and sub indices of  Kwazulu-Natal 

Barometer

% Change on a 

year ago

% Change on a 

month ago

% Change on a 

Quarter ago

 % change 

on 3 years 

ago

Agriculture Index 5.3% 0.0% 1.2% 1.4%

Mining Index 0.6% -0.2% 2.3% 3.1%

Manufacturing Index -1.6% -1.1% -3.1% 2.0%

Electricity Index 1.9% -0.4% -0.4% -2.2%

Construction Index -10.4% -3.4% -1.2% -28.5%

Transport Index 10.5% 1.1% 2.0% 22.0%

Trade Index -1.1% -0.3% -1.3% 13.8%

Government -2.2% -0.3% 1.1% 3.7%

Finance, Real Estate and Business Services Index -3.1% 0.0% -2.5% -9.6%

Kwa-Zulu Natal Growth Index 0.2% -0.2% -0.9% 3.6%

Kwa-Zulu Natal Stress Index 3.2% 1.7% 4.1% 5.5%

Kwa-Zulu Natal Barometer -3.0% -1.9% -4.8% -1.9%
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