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March and so the results do not reflect the impact of the past week's country-wide power 

cuts. The survey consults about 2 500 firms). 

Confidence of building contractors increased by two index points to 49 in the first quarter. 

A year ago, the index stood at a low 30. Although the mood has improved with the index 

now at its highest level since the 2008/09 recession, the building sector is still battling. In 

fact, in the four decades the BER has been covering this sector, confidence has never 

taken this long to improve. Work remains relatively scarce and the rebound in the 

residential sector ran into renewed headwinds in the first quarter. 

Sentiment among manufacturers improved by five index points to 41. While the majority 

of respondents remain downbeat, the mood has been steadily improving for a year now. 

The spirits of exporters in particular have been lifted by the combination of improving 

global growth and the weaker currency. The latter has also helped reduce competition 

from importers of products which have become more expensive relative to less costly 

local manufactured goods. 

In contrast to building contractors and manufacturers, confidence fell among all three the 

trade sectors. What stood out was the 14 index point drop in new vehicle dealer 

confidence. To be sure, the index fell from 41 to a six-year low of 27, as a big 

deterioration in sales hit confidence in the first quarter. Retail confidence edged lower 

from 40 to 39, as sales, especially of non-durable goods (such as food and beverages) 

weakened. Sales of semi-durable goods (such as clothing), which have been doing 

relatively well up to now, also moderated. A notable slowdown in the sales of consumer 

goods (textiles, food, furniture, appliances etc) caused wholesale confidence to drop 

from 51 to 47 in the first quarter (and a year-ago high of 71 index points). 

Deteriorating new vehicle, retail and wholesale trade sales all have weaker consumer 

demand in common. Slackening consumer spending, in turn, stems mainly from lower 

income earners (those earning less than R7 000 pm), which have, relative to higher 

income earners, been affected proportionally more by employment cuts, loss of income 

due to labour strikes, the faster increase in the price of basic commodities (such as food 

and petrol), tighter credit standards for unsecured debt and the resultant bigger decline 

in their confidence. 
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Bottom line 

The first quarter RMB/BER BCI is the latest in a four-year trend in which business 

confidence has essentially moved sideways within a broad 55 and 38 index point band. 

"Still, despite this uninspiring pattern, underneath the surface there are signs of a 

rebalancing of sorts unfolding" said Ettienne le Roux, chief economist at Rand Merchant 

Bank. Pleasingly, the rise in confidence of building contractors and manufacturers 

accompanied with the deterioration in the business mood of trade sectors is indicative of 

the source of economic growth increasingly shifting from consumption to production. 

Such sector rotation sits at the core of what is a necessary adjustment to help narrow 

South Africa's large current account deficit, and to so lay the foundation for faster more 

sustainable growth in the future. 


