     

	








[bookmark: _GoBack]KwaZulu-Natal Investment Monitor





November 2014

[image: C:\Users\Economists\Desktop\Department English.png]     [image: ]  [image: C:\Users\FellengM\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\ZR7AGXUJ\tikzn logo July 2012_ .jpg]


Trade and Investment House
Kingsmead Office Park
Kingsmead Boulevard, Durban
Tel: +27 31 368 9600
Email: info@tikzn.co.za
Web: www.tikzn.co.za

Gauteng Office: +27 12 346 4386

Ex-Joshua Doore building
270 Jabu Ndlovu Street
Pietermaritzburg
Tel: +27 33 264 2500
Web: www.kznded.gov.za
Treasury House
145 Chief Albert Luthuli
Pietermaritzburg
Tel: +27 33 897 4200
Web: www.kzntreasury.gov.za


Fixed investment in KwaZulu-Natal shrugs of strikes and power cuts
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Fixed investment in KwaZulu-Natal recovered from the undermining effects of strikes on confidence and shrugged off the warnings of looming power cuts. The total investment index of the latest KwaZulu-Natal investment monitor increased by 2% year-on-year, the best performance in eight months, which included several months of declines in investment. Quarter-on-quarter, the index also grew by 2%.
 
Transport equipment shows double-digit growth
Transport equipment was the big driver behind investment growth in KwaZulu-Natal in November. The transport index was up 15.8% year-on-year, the most in almost three years, and expanded by 1.6% on the previous quarter. The most likely driver of this growth is the new investment being made by businesses establishing themselves in the Dube tradeport industrial development zone next to the King Shaka International Airport. The trade port was officially opened by President Jacob Zuma early in October and has already attracted over R900 billion rand in private-sector investment. The aim is for the trade port to contribute R5.6 billion to the country’s gross domestic product by 2060. 
The development of the trade port should help to boost most categories of transport equipment and should continue to boost fixed investment and the rest of the KwaZulu-Natal economy all through 2015. Investment in land transport equipment increased by 7.4%, boosted by a 75% surge in bus purchases and light commercial vehicles which grew by 8.1%. This shows that some small businesses are experiencing a better economic climate and investing in new vehicles.  Purchases of ships and airplanes was up by 40.3%, showing that businesses are also making expensive investments.

Machinery investment on a downward slope
Investment in machinery, which contributes 36% to fixed investment in KwaZulu-Natal, was one of the main drags on the investment monitor as it declined by 2.4%, the 20th consecutive negative month. Quarter-on-quarter the machinery index was down 0.1%.  The rand weakened considerably during the year and traded at an average of R11.09 against the dollar in November 2014, compared with R10.20 in November 2013. Machinery investment tends to move down as the currency depreciates, making it more expensive to import equipment. As long as the rand is weak, machinery investment will continue to decrease, even if the decrease eventually slows down. While machinery imports declined by 4.5%, local machinery increased by 1%. This may not seem like much, but it shows that local machinery is to some extent replacing the more expensive imported equipment.

Buildings investment follows suit
Investment in buildings in KwaZulu-Natal also weighed on total fixed investment, as it declined by 6% year-on-year due to a sharp drop in the completion of both residential and non-residential buildings in the province. Lumber sales decreased by 0.6%, showing that informal building activities are still on the decline. While buildings investment is very negative over the longer term, the index was up 8.1% quarter-on-quarter, which follows the previous month's 14.3% increase. This was due to a 69% increase in non-residential buildings over the three months and may be reflecting the somewhat better confidence among some smaller businesses, probably brought about by the postponement of interest rate increases by the Reserve Bank.

Civil construction investment looking up
While buildings investment continued its long-term decline, investment in civil construction followed a slow and tentative recovery path. The KwaZulu-Natal civil construction index was up 4.2% year-on-year, from 0.9% the previous month, and declined 0.3% on the quarter. Despite the weak rand, imported civil construction materials increased by 7.4%. Road works, for which the data was revised, was up by 10.4% on a year ago, showing that the government is spending money on the province's transport infrastructure.

Transfers positive
Transfers usually followed the trends of the buildings index, but has been breaking from that for the past year. The transfers index has been positive since January and increased by 8.6% year-on-year and 11.4% quarter-on-quarter. While the transfers data was also revised and should not be seen as a complete surge in the numbers, the growth shows that many businesses and individuals prefers purchasing existing properties rather than building new ones.

ICT equipment investment growth slowed momentarily
Investment in ICT equipment in KwaZulu-Natal has been a driver of fixed investment for many months and the 5.4% quarter-on-quarter growth looks almost benign compared to some of the double-digit growth numbers the index has recorded over the last year. ICT investment is very dependent on demand and supply, and that demand is often fuelled by the introduction of new electronic gadgets, which require upgraded infrastructure. Demand seems to be relatively low at the moment, leading to the slower than usual growth in ICT investment. 

While investors still seem confident enough to spend money, load shedding which resumed in January 2015, will be a problem in the near future. Even local investors, who are thinking of starting a business, will think twice before committing themselves in such an uncertain environment. The investment monitor looks very positive at the moment, but this could turn around quickly if the electricity crisis continues.



Results Table: November 2014

	Main and sub- indices of the Kwa-Zulu Investment Monitor
	% Change on a year ago
	% Change from a  quarter ago

	Transport Equipment
	15.8%
	1.6%

	Buildings
	-6.6%
	8.1%

	Civil Construction
	4.2%
	-0.3%

	Machinery
	-2.4%
	-0.1%

	ICT Equipment
	5.4%
	3.9%

	Transfers
	8.6%
	11.4%

	Total Investment Index
	2.0%
	2.0%
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