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Fixed investment in general slowdown


[bookmark: _GoBack]Fixed investment in KwaZulu-Natal has slowed down in general. The total investment index of the latest KwaZulu-Natal investment monitor, as compiled by Mike Schüssler of Economists.co.za, increased by only 11.3% year-on-year, its slowest growth in seven months. The major reason for the slower growth in March was the weakening of the rand’s exchange rate towards the end of last year. This lead to businesses importing goods earlier for fear of further exchange rate depreciation. Fixed investment in KwaZulu-Natal will most likely go through an even quieter period in the next two or three months as a lot of imported capital goods were bought upfront. The slowdown in the world economy will also contribute to weaker fixed investment growth in KwaZulu-Natal, not only in transport equipment, machinery and ICT equipment, but also in buildings and other parts or fixed investment.

Parts and spares driving machinery investment decline
Investment in machinery, transport equipment and ICT equipment were most affected by the slowdown in imports after earlier pre-emptive buying. Investment in machinery is the only one of the three categories which still grew on a quarter-on-quarter basis, by 5.3%. Year-on-year fixed investment in machinery increased by 8.8%, the first single-digit growth after 20 months of double-digit growth. Last March, machinery investment grew by almost 40% year-on-year, which means the high base of last year also contributed to the slow growth currently seen. Looking at the various components in the machinery index, it seems parts and spares were the categories where most pre-emptive buying took place and are now in decline. Investment in new machinery is still growing.

Transport equipment disappoints
Investment in transport equipment in KwaZulu-Natal fell year-on-year for the first time in eight months. The 4% year-on-year declined follows year-on-year growth of 36.5% in February. Quarter-on-quarter investment in transport equipment fell by 9.6%.  Investment in trucks in KwaZulu-Natal grew by only 6.6% year-on-year compared to 30.2% the previous month and growth in investment in ships came down from 113.6% two months ago to 43.1% in March. A year ago R3.2 billion was spent countrywide on importing aircraft. This came down to only R400 million.
These categories of transport equipment show the effect of investment decisions that were influenced by the currency at the end of last year. At that time, capital goods were bought pre-emptively, especially those goods which are often priced in US dollar and other foreign currencies. 

ICT equipment growth slowing temporarily
Growth in investment in ICT equipment in KwaZulu-Natal was also affected by this trend and slowed to less than 20% year-on-year for the first time in six months. Although the 19.6% year-on-year growth was still very good, investment in ICT equipment declined by 7% quarter-on-quarter, the first decline in more than a year.
It might take some months before ICT investment in KwaZulu-Natal start growing again on a quarter-on-quarter basis, but it will eventually happen as more cellphone and internet infrastructure development is planned for the province. Some parts of KwaZulu-Natal are indeed slowly making its way to become a knowledge-based economy.

Informal construction carrying buildings investment
Investment in buildings grew by 14.4%, the third consecutive month of year-on-year growth. Quarter-on-quarter growth slowed to 6.8% after three months of double-digit growth. Investment in non-residential buildings was down 36% year-on-year and investment in residential buildings was down 18%. Lumber sales increased by 6.5% year-on-year, which show some informal construction is still taking place in KwaZulu-Natal. The building of RDP houses also doubled from a year ago.

Transfers still hampered by Eurozone fears
The weak growth in buildings investment affected investment in transfers in KwaZulu-Natal. Transfers declined by 4.7% year-on-year and 6% quarter-on-quarter. Transfers grew for most of last year, but have recently come under pressure as people and businesses are somewhat more fearful to buy property given the uncertainty in Europe. See Results table below.

Civil construction investment comes out on top
Investment in civil construction grew surprisingly fast in March. The 23.4% year-on-year growth was the best among all the sub-indices of the KwaZulu-Natal investment monitor. Quarter-on-quarter it grew by 15%. Imported civil construction material was 37.9% up from a year ago and investment in structural steel was 6.7% higher. 
The one aspect of continued uncertainty is the lack of new available data on the sales of bitumen and asphalt, which is used in road construction, but on general observation it is clear that road construction is taking place in KwaZulu-Natal. 
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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 -4.0% -9.6%

Buildings 14.4% 6.8%

Civil Construction 23.4% 15.0%

Machinery 8.8% 5.3%

ICT Equipment 19.6% -7.0%

Transfers -4.7% -6.0%

Total Investment Index 11.3% 4.2%
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