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Industrial development zones drive KwaZulu-Natal fixed investment 
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Fixed investment in KwaZulu-Natal strengthened towards the end of 2014 as some big industrial development projects started and many small businesses spent money on equipment. The total KwaZulu-Natal investment monitor, as compiled by Mike Schüssler of Economists.co.za,  increased 2.7% year-on-year, the third month of growth, and was up 6.8% on a quarter-to-quarter basis.  

The scope of projects like the Dube Tradeport at the King Shaka International Airport and the Department of Trade and Industry's Industrial Development Zone near the Richards Bay port means that the growth in investment is set to continue into 2015.  Samsung Electronics is one of the companies which recently opened a television manufacturing plant for the local consumer market at the Dube Tradeport and has committed to a total investment of $20 million by the end of 2018,  which could help create 5 000 direct and 20 000 indirect jobs.
At the Richards Bay IDZ, 68 hectares of land should have services and infrastructure by July to attract investors.  The first three prospective investors which signed up with the IDZ, can invest R4.5 billion in the area.

Transport equipment boosted by local projects
With both these development projects near the province's main transport hubs, investment in transport equipment is performing strongly and grew by 16.3% year-on-year. The growth was broad-based as investment in land transport equipment was up 8.5% and purchases of ship and airplanes increased by 40.5%.
In the land transport category, light commercial vehicles, which include bakkies, increased by 23.6% and investment in medium commercial vehicles like small trucks, by 3.6%. This shows some hope for small and medium-sized businesses as these operations seem to be willing to buy assets. While some of the increases in small business activity might be seasonal, it is very positive for the province's economy. 
Bus purchases have been growing strongly for several months and were up 92. 3% in December as some transport companies continued to expand and upgrade their fleets. 

Buildings investment supported by non-residential and commercial buildings
The drivers of the buildings category also show that some businesses are indeed spending money despite a seemingly difficult trading environment. Investment in buildings increased 3.5% year-on-year and 14.1% quarter-on-quarter. The growth was mainly due to a 40.5% increase in non-residential or commercial buildings, and specifically increases in shopping space and industrial warehouse space that was completed. These warehouses are not only for big retailers or manufacturers, but can also be for smaller businesses looking for new space. 
Lumber decreased for the third month in a row, this time by 3.8%, and residential buildings completed declined by 15.8%, the seventh consecutive negative month. While many businesses seem to be taking the step investing in fixed assets to expand or continue their operations, the confidence level among consumers and possible house buyers is still weak.

Civil construction down
The confidence seen in the commercial property space is not evident in the civil construction industry. The index was negative after two months of growth and declined 0.6% year-on-year.  Quarter-on-quarter investment in civil construction increased by 7.4%, even as construction usually slows down toward the end of the year. 
Imported civil construction material grew 0.5%, the slowest pace in 39 months, and structural steel was down 8.7%.  Roadworks increased by 0.6%, which was not nearly enough the support the index's year-on-year growth number.

Transfers investment surprises with double-digit growth
Investment in transfers grew 10.7% year-on-year, the first double-digit growth in more than two years. Quarter-on-quarter it was up 6.1%. The growth in transfers as usual follows the trends in the buildings index, although in this case only non-residential buildings were driving the index. The fact that houses completed declined and transfers increased could also indicate that people opt to rather buy existing houses than build new ones. 

Machinery investment looking up
Machinery investment surprised with year-on-year and quarter-on-quarter growth in December of 0.4% and 7.7% respectively. Although the rand started weakening after the middle of November and well into December, some businesses were willing to import equipment. This may be because they expected the rand to weaken even further and wanted to make their purchases before the imports got even more expensive.  For some, it may simply have been time to replace and upgrade their equipment, even if it was pricy. If a business has not invested in machinery for some time, December is probably the logical time to do so as it can close its doors for business over the festive season and properly asses all its equipment.

ICT equipment investment growth slowing down
Investment in ICT equipment in KwaZulu-Natal grew 1.3% year-on-year, a far cry from the double-digit growth of 12 months before. Quarter-on-quarter it was up 6.2%. ICT investment is often demand-driven and with no new gadgets recently hitting the market, the need for new infrastructure is not as urgent as a year ago. This does however not mean that consumers and businesses are not buying ICT equipment anymore, the purchases are just at a somewhat slower pace than before.



Results Table: December 2014

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

	Transport Equipment
	16.3%
	0.5%

	Buildings
	3.5%
	14.1%

	Civil Construction
	-0.6%
	7.4%

	Machinery
	0.4%
	7.7%

	ICT Equipment
	1.3%
	6.2%

	Transfers
	10.7%
	6.1%

	Total Investment Index
	2.7%
	6.8%
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