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RMB/BER Business Confidence Index (BCI)

% rating satisfactory RMB/BER BCI decreased by 11 points to 29 in 17Q2

(from 40 in 17Q1)

100
This means that seven out of every 10 respondents are
V\\ unsatisfied with prevailing business conditions, this level
80 was last seen in 2009 during the previous recession
Confidence levels declined across all five sectors
60 !\ covered by the business surveys, this is rare, occurring
v only 12 times in the past 42 years
Each of the five sectors covered in the survey now has a
40 \ﬂ BCI below 50:
— Building contractors: 36 (42)
20 — Manufacturing: 16 (28)
U — Wholesale: 49 (56)
— Retail: 35 (45)
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Business cycle downturns are shaded e e . .
The 2017Q2 survey was conducted between 2 May and 6 June 2017 the individual BER survey publications

More detailed sectoral analyses are provided in

The sharp deterioration in sentiment reflects more than just the impact of increased
political uncertainty. While the cabinet reshuffle and consequent sovereign credit rating

downgrades undoubtedly played a role, confidence was also knocked hard by
persistently weak business activity.




: Percentage rating the general political climate as
a serious constraint on business activity is back at
its record level & is negatively correlated with BCI
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m Political constraint as surveyed in the manufacturing sector —RMB/BER BClI
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RMB/BER BCI versus an average activity indicator

% rating satisfactory net % (% up less % down)
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The average activity indicator is constructed by taking the average of - -43
20 the net balance statistics reported for the growth in the volume of
. . . - -53
sales in the retail, wholesale and new vehicle trade sectors, for
production volumes in the manufacturing sector, and for the growth - -63
10 in building activity as reported by building contractors
- -73
Source: BER
0 -83
2008Q1 2009Q1 2010Q1 2011Q1 2012Q1 2013Q1 2014Q1 2015Q1 2016Q1 2017Q1
Activity indicator (rhs) == RMB/BER BCI Neutral confidence and flat activity —<----- Expected activity (rhs)

Activity indicators already weakened notably in Q1, in line with the disappointing
2017Q1 GDP statistics released by Stats SA earlier in June. Activity remained weak in

Q2, counter to expectations for an improvement. Respondents’ realisation that

conditions are not improving led to lower business confidence as well as less optimistic
expectations for Q3 (and in 12 months’ time in the case of manufacturers)...




Expected business conditions in 12 months’ time
as reported by manufacturers is at a record low

net % (% up less % down)
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Macroeconomic implications
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RMB/BER BCI and activity indicator versus GDP

% rating satisfactory % change year-on-year net % (% up less % down) % change year-on-year
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The survey results highlight that at least year-on-year GDP growth in all likelihood
slowed even further in Q2. In fact, it is possible that GDP growth for the full year will be

even lower than the 0.3% realised last year. The fear is that our 43-month economic
downturn is extending...




Private sector fixed investment and employment

% rating satisfactory % change year-on-year
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Low business confidence foreshadows renewed pressure on (already weak) private
sector fixed investment and formal sector employment. Renewed momentum in this

vicious circle could make the economic slowdown more pronounced.




Consumer spending growth likely to remain weak

% change quarter-on-quarter

net % (% up less % down) % change year-on-year % net (% up less % down) (seasonally adj & annualised)
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I Retail sales volume indicator (seasonally adj)
=== Real retail sales (rhs)
Real consumption expenditure excluding services (rhs)

I Retail sales volume indicator (seasonally adj)
—Real consumption expenditure (rhs)

Real household consumption expenditure growth slowed to 0.8% y-o0-y (-2.3% g-0-q
saar) in Q1. Weakness in demand is now broad based and the trade survey results

suggest that consumer demand remained weak in Q2.



Trade price indicators are consistent with
continued deceleration in consumer inflation

net % (% up less % down) % change year-on-year net % (% up less % down) % change year-on-year
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Wholesale selling price inflation did not accelerate in Q2. While the retail selling price
indicator did not decline further in Q2, it remains consistent with a further deceleration

in headline and core CPI inflation.



Improvement in foreign demand is benefitting
manufacturing export volumes, albeit that
earnings in rand terms are decelerating

net % (% up less % down) % change year-on-year
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——Nominal manufacturing exports, $ (rhs)

Series were all smoothed using a 3 quarter moving average (3Q MA)
Source: BER, SARS
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Technical note

A cornerstone of the BER's work is its regular business surveys in the trade,
manufacturing and building industries. The surveys ?rovide an early indication of
likely developments in the real economy until official data becomes available. Also, it

provides unique information such as confidence, expectations and constraints on
activity.

The BER’s methodology closely related to the European Commission and Munich based
IFO Institute. Please refer to the for more background on the surveys.

Survey indicators:
Business confidence

— The BCI covers the building, manufacturing, retail, wholesale and new vehicle trade sectors
and indicates the percentage (%) of respondents that rated prevailing business conditions
as satisfactory. It can vary between 0 and 100 and 50 is taken as the neutral level.

Most other survey indicators
— The survey results reflect trends and not actual magnitudes

— The respondents indicate "up", "same" or "down" when comparing current activity with that
of a corresponding quarter of a year ago

— These responses are quantified by converting them into percentages and portraying them as
net balances, i.e. the difference between percentages "up" and percentages "down

— Thus, net balances can vary from -100 to 100 and are referred to as net percentages (%)
— Respondents are prompted about expectations for the next quarter as well

Constraints

— Weighted percentage rating the factor as a serious or slight constraint on
activity/investment
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https://www.ber.ac.za/About-BER/Product-offering/Surveys/Surveys-Method/

~~ BER

BUREAU FOR ECONOMIC RESEARCH

Economic information that works for you

+27 (0)21 887 2810

This publication is confidential and only for the use of the intended recipient. Copyright for this publication is held by
Stellenbosch University.

Although reasonable professional skill, care and diligence are exercised to record and interpret all information correctly,
Stellenbosch University, its division BER and the author(s)/editor do not accept any liability for any direct or indirect loss
whatsoever that might result from unintentional inaccurate data and interpretations provided by the BER as well as any
interpretations by third parties. Stellenbosch University further accepts no liability for the consequences of any decisions or
actions taken by any third party on the basis of information provided in this publication. The views, conclusions or opinions
contained in this publication are those of the BER and do not necessarily reflect those of Stellenbosch University.
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