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Company Profile 
 

Industry Insight supplies construction business intelligence through regular services and customized requests.  We 
provide an independent, objective and unbiased information service to the construction industry, embracing four key 
market segments, including residential, social housing, non-residential and civil works.  

!ǎ ǇŀǊǘ ƻŦ ƻǳǊ ǳƴƛǉǳŜ ǎŜǊǾƛŎŜ ǿŜ ƘŀǾŜ ŘŜǾŜƭƻǇŜŘ ŀ ǉǳŀƴǘƛǘŀǘƛǾŜ άŦŀŎǘ-ōŀǎŜŘέ ǘƛƳŜ-series database of construction 
activity across the country, based on private and public contracts out to tender, including a value added drill down 
facility to view project descriptions.  Each project has been geo-coded according to the coordinates of its location, to 
provide real-time spatial analysis of construction activity.   

To find out more about our company and services please visit www.industryinsight.co.za. 

 

Services provided 
Á Business services packages include a combination of the following services: 

o Quarterly state of the industry reviews 

o Monthly newsletters 

o Industry Insight project database 

Á Time series database of project trends based on contracts out to tender and awarded, by 
city, client, number and value 

Á On-line extraction of project descriptions  

o Annual budget review ς implications for the construction industry 

Á Price Monitor  ς review of construction costs, including the Industry Insight building cost index, contract price 
adjustment provisions, average rates per m2 by type of building. 

Á Construction Tender Indices ς measures activity in the construction industry in the residential, 

low cost, non-residential and civil markets.         

Á Statistics 

Á Construction in Business Seminars, hosted in Sandton 

Á Electronic library 

Á Municipal Budgets (High capacity municipalities)  

Á Preferred Supplier Trade Survey ς find out who is the preferred material supplier in your product category, by 
type of project and / or by province. 

Á Investment Map (Project Location intelligence) ς geographical analysis of investment in towns and cities, 
based on the value of private and public sector contracts awarded.  Please note our on-line service has been 
temporarily suspended.  Kindly contact our offices for customised mapping. 

Á Geocrime Intelligence ς Data analysis is fast moving in the direction of more defined spatial analysis, where 
large amounts of data can easily be viewed and monitored in relation to spatial boundaries.  Industry Insight 
compares geographical construction infrastructure investment patterns with occurrences of reported crime.  
There is a direct link between construction development and criminal behaviour that can be further explored 
through the CPTED (Crime Prevention Through Environmental Design) principle.  For more information about 
crime patterns or CPTED please contact our offices.  

http://www.industryinsight.co.za/
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alicia@industryinsight.co.za or 
contact our offices at 

  021 554 0688 

mailto:alicia@industryinsight.co.za
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Letter from CEO 
 

Conditions in the South African construction industry remain difficult and less prosperous 
compared to a few years ago.  Although several companies have reported improved margins, 
it is mainly as a result of forced restructuring in order to improve internal efficiencies.  
Understanding the prospects for the industry is extremely difficult, as many of the indicators 
are merely bumping alongside a winding road.  Or as quoted by Dr Johan SnȅƳŀƴΣ ά¢ƘŜǊŜ ƛǎ 
ƭƛƎƘǘ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ǘƘŜ ǘǳƴƴŜƭΣ ōǳǘ ƛǘ ƛǎ ŀ ǾŜǊȅ ƭƻƴƎ ǘǳƴƴŜƭΦέ  ¢ƘŜǊŜ ŀǊŜ ŀ ŦŜǿ ǘƘƛƴƎǎ ǿŜ Řƻ 
know.  Firstly, that private sector investment will remain depressed for the next few years, as 
the market is simply not conducive for private sector investment.  Low interest rates do little 
to stimulate investment if interested buyers are not able to access finance through traditional 
lending channels.  Debt levels are stubbornly high while savings to disposable income remain 
much too low.  Without savings to finance investment, and no access to finance, the 
ŎƻƴǎǳƳŜǊǎΩ hands are tied.  No help therefore from a private residential perspective.  
Oversupply in the non-residential sector during the boom time has created surplus in the 
commercial property market, affecting capital and income growth.  Excess capacity is still 
being absorbed, at a slow pace.  Secondly, investment from public corporations, coming off a 
high base, will slow in the next few years, as Eskom, ACSA and Transnet invested billions to 
increase critical infrastructure.  Thirdly, infrastructure allocations as per the 2011 Budget 
medium term expenditure framework, is projected to either stabilise or marginally decrease 
(in real terms) over the next three years.  The 2011 Budget clearly reprioritises expenditure on 

social infrastructure as opposed to economic infrastructure.  This means greater focus on infrastructure associated with education 
and health.  The priority from a national perspective is clear; focus on maintaining government assets, rather than expanding the 
asset base.   

 

Thus considering all these aspects, our outlook for the next three years, is not one of a thriving construction industry, but rather one 
that will be characterised by internal restructuring to increase operational efficiency, subdued margins, increased levels of 
competition, higher levels of volatility, uncertainty and weak growth (after 2012).  

 

At best, we can only hope for an industry that will maintain an acceptable level of investment in relation to GDP, without taking into 
ŀŎŎƻǳƴǘ ǘƘŜ ǊŜǉǳƛǊŜŘ ƛƴǾŜǎǘƳŜƴǘ ǘƻ ŜƭƛƳƛƴŀǘŜ ƻǳǊ ŜŎƻƴƻƳȅΩǎ ŎǊƛǇǇƭƛƴƎ ōŀŎƪƭƻƎǎΦ  The official investment (Building and Construction 
works according to the South African Reserve Bank) to GDP ratio was 10% in 2010, down from 10,2% in 2009.  Our forecasts expect 
this ratio to deteriorate to around 8% by 2012.  

 

Yours sincerely 

Elsie Snyman 
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Report objective 
The State of the Construction Industry Report is a focus report used by stakeholders and related industries, to monitor 
developing and changing trends including economic indicators, pricing trends and financial indicators that affect the 
current and expected outlook in the construction industry.  

Data pertaining to the construction industry is scattered with most data sources measuring only a certain aspect of 
investment or performance in the industry.  Industry Insight aims to continuously research available sources of 
information in the industry to provide a more holistic and comprehensive view of the market.  

We have developed a unique time series database of projects at various stages, which is the only national dataset 
independently surveyed.  The Industry Insight Project Database forms the basis of many of our discussions, and 
includes projects initiated by the private and public sector.  It includes both building and civil projects.  Each project 
has been geo-coded according to its location, making it the only GIS compatible infrastructure dataset in the country.  

Other sources of information incorporated into the report on a regular basis include: 

Á Statistics South Africa 

Á South African Reserve Bank 

Á Provincial Government Departments 

Á Financial institutions 

Á Industry Insight Library  

Á Industry Insight Trade Surveys 

Á Databuild 

Á Global Insight 

Á Cement & Concrete Institute 

 

Forecasts are calculated based on expected trends in short to medium term leading indicators that have a strong 
correlation with investment in construction. 



 

Sources: 
 ABSA House Price Index , ABSA, www.absa.co.za 

 ABSA Housing Review, 2010Q3, www.absa.co.za 

 South Africa Economic Perspective, 2010Q1, ABSA, www.absa.co.za.  

 Business Confidence Index, RMB/BER, www.ber.ac.za.  

 Global Insight, www.globalinsight.co.za 

 wƻŘŜΩǎ {! tǊƻǇŜǊǘȅ bŜǿǎΣ  wƻŘŜ ϧ !ǎǎƻŎƛŀǘŜǎ 

 Statement of the Monetary Policy Committee, South African Reserve Bank, www.resbank.co.za 

 Consumer price index (CPI), Statistical Release P0141, Statistics South Africa 

 Producer price index (PPI), Statistical Release P0142.1, Statistics South Africa 

 Gross Domestic Product (GDP), Statistical release P0441, Statistics South Africa 

 Statistics of liquidations and insolvencies (P0043), Statistics South Africa 

 Selected building statistics of the private sector as reported by local government institutions (P5041.1), 
Statistics South Africa, www.statssa.gov.za 

 Quarterly labour force survey (QLFS), Statistical release P0211, Statistics South Africa, www.statssa.gov.za 

 Quarterly financial statistics, Statistical release P0044, Statistics South Africa, www.statssa.gov.za 

 General household survey, Statistical Release P0318, 2009, Statistics South Africa, www.statssa.gov.za 

 South African Federation of Civil Engineering Contractors (SAFCEC), wwww.safcec.org.za 

  Billcost, www.billcost.co.za 

 aŀǊƪŜƭΩǎ, www.billcost.co.za 

 Databuild,www.databuild.co.za 
 

CPAP Escalation Training Seminaars 
 

Industry Insight will be hosting training seminars on the 
applications of the JBCC CPAP in escalation contracts 

To register please send your details to 
alicia@industryinsight.co.za and we will let you know 

of the dates, times and venues. 

http://www.absa.co.za/
http://www.absa.co.za/
mailto:alicia@industryinsight.co.za
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Executive 
Summary 

 

The South African GDP expanded to 4,8% quarter-on-
quarter for 2011Q1, up from the 4,4% recorded in the 
previous quarter. 

Gross Fixed Capital Formation remains flat in 
residential, non-residential and civil sectors.  Total 
GFCF increased by a minimal 0,2% y/y for 2010Q4, 
measuring the first positive increase for the past five 
quarters.  

Residential investment declined by 4,9% y/y for 
2011Q1, while non-residential sector reported a 
minimal increase of 2,1% y/y in GFCF. 

In the first quarter of 2011 the RMB/BER confidence 
index stood at 55, indicating that business owners are 
optimistic with their outlook for 2011, but as 
inflationary pressures around the food and oil prices 
soared, BCI slowed to 48 in 2011Q2. 

Headline consumer price inflation measured 5,0% in 
WǳƴŜ нлммΣ ƛƴŎǊŜŀǎƛƴƎ ŦǊƻƳ aŀȅΩǎ ǊŀǘŜΦ  hƴ ŀǾŜǊage 
though, prices increased by 0,4% between May and 
June 2011.  Lending rates remain at 9% the lowest rate 
recorded in 3 decades.  

The number of liquidations increased by 4,1% y/y for 
February 2011.  Compulsory liquidations increased by 
39% based MAT.  Voluntary liquidations increased by 
0,2% y/y (MAT). 

 

Construction employment declined by 6,4% from 2009 
to 2010 with approximately 290 000 individuals having 
lost their jobs.  The slowdown in the construction 
sector has negatively impacted within the sector. 

Overall, Absa House Price Index indicated that house 
prices grew by 1,2% y/y for June 2011, but remains on 
a downward trajectory throughout 2011.  This comes 
as difficulties around affordability by consumers in the 

residential market persist and is causing a slowdown 
with little optimism of a change in consumer demand. 

Residential construction investment declined by 1,2% 
in 2010Q4 compared to a 5% decline reported in the 
previous quarter. 

The delivery of social housing still remains below the 
demand line and backlogs continue to grow.  
Government have set aside funds that seem too small 
to fit the bill of refurbishing sub-standard homes for 
over 12 million people who currently lack proper 
housing facilities. 

The number of residential projects awarded for the last 
12 months to March 2011 increased by 22% followed. 
The residential sector also experienced a decline in the 
number of SQM approved which continues to contract 
at a slower rate. 

The number of SQM approved for non-residential 
construction fell by a significant 30,4% y/y in February 
2011. 

Retail space has declined by 42,2% y/y (MAT-Feb 11), 
however this showed a slight improvement from the 
decline that was experienced in December 2010 of 
50,2% y/y.  Developers are still concerned to re-enter 
the retail construction market. 

Demand for industrial space remains sober, even 
though the manufacturing production has increased by 
5,7% y/y for February 2011. 

Renovations market is still a more active market with 
regards to building and construction.  Although much 
of the renovations market is unaccounted, 
renovations, residential and non-residential secured 
36,4% of total construction building plans approved. 
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Investment growth in civil works (including 
professional and contracting fees) slowed to 7,2% in 
2010Q2, following 17 consecutive quarters of double 
digit positive growth.  

The number of civil contracts awarded fell for the 4
th

 
consecutive quarter, down 40% y/y in 2010Q2, 
following a 42% decrease in 2010Q1.  The number of 
contracts out to tender also continued to contract, 
with 38% fewer tenders issued in 2010Q2 compared to 
2009Q2.    

Confidence levels in the civil industry, according to the 
FNB civil confidence index, weakened to a low of 25 in 
2010Q1, but recovered mildly to 33 in the 2010Q2, 
only to weaken again to 28 in 2010Q3 

The number of civil projects postponed, expressed as a 
percentage of tenders received over a 12 month 
period, increased to 16% in December 2009, from 6% 
in 1998, it had moderated to 12,4% by 2010Q2 (from 
13,7% in 2010Q1), because of the slowdown in 
tendering activity.  The actual number of projects 
postponed increased by 39% between the first and 
second quarters of 2010, but was 40% lower compared 
to 2009Q2. 

Transnet and Eskom remains committed to their 
respective long term infrastructure expenditure plans, 
but continues to warn of financial challenges.  ACSA 
announced that there are no immediate plans to 
increase capacity.  

 

Opportunities are however presented via mechanisms 
such as those provided by the implementation of 

tttΩǎΦ  Strong ǎǳǇǇƻǊǘ ŦƻǊ ƘŜŀƭǘƘ tttΩǎ ǿŜǊŜ ǊŜŎŜƛǾŜŘ 
following the agreement between government, and 
the DBSA & IDC, to provide finance for health related 
PPP projects.  While all provinces will identify projects, 
the rollout would commence with a pilot project in 
three of the provinces, Gauteng, KZN and Limpopo.  
The major projects were identified for development at 
the end of 2010Q1, including the Chris Hani 
Baragwanath Hospital (projected to be the largest 
health PPP on the continent).  

 

Total investment in construction is expected to slow to 
R168,493m (in 2005 prices) by 2013, contributing an 
average of 8,2% to GDP (from 10,3% of GDP in 2009).  
Softer investment growth in civil works, coupled with 
an expected sharp contraction in building construction, 
overall growth in the construction industry is expected 
to fall by between 1% and 3% in 2010 and possibly by a 
further 3% in 2011.  An expected slowdown in non-
residential investment, not expected to recover before 
2013, will dampen growth in building investment, 
while investment growth in civil work is also expected 
to remain muted until 2013/2014.  Factors such as 
limited electricity supply, implementation of the 
National Credit Act, affordability constraints and 
limited access to government funds will continue to 
hamper or delay the recovery in the construction 
industry.  
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Focus Forums held: 2010 

o Implications of the 2010 Budget on the construction 
industry:  
2 March 2010  
(Speaker ς Elsie Snyman, Industry Insight) 

 

o Principles of Pricing and the role of Statistics SA in the 
Price Indices:  
2 June 2010  
(Speakers ς Richard Klaas, Stats SA & Elsie Snyman, 
Industry Insight) 

 

o The Economic Impact of the 2010 FIFA World Cup on 
South Africa:  
25 August 2010  
(Speaker ς Gillian Saunders, Grant Thornton) 

 

o Outlook for the South African Residential Market 
29 November 2010 
(Speaker: John Loos, FNB) 

 

 

 

 

 

Focus Forums held: 2011 

o African Growth & Development 
22 February 2011 
(Speaker - Duncan Bonnett, White House and Associates) 

 

o Budget Review 
15 March 2011 
(Speaker - Elsie Snyman, Industry Insight) 

 

o Carbon Credits 
14 April 2011 
(Speaker - Adam Simcock) 

 

o Affordable Housing 
19 May 2011 
(Speaker - Kimberley Bull, Industry Insight) 

 

o Building (mid-year) Indicators 
15 June 2011 
(Speaker - Kimberley Bull, Industry Insight) 

o Civil (mid-year) Indicators 
14 July 2011  
(Speaker ς Henk Langenhoven, SAFCEC) 
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Economic Conditions 

Indicator 
2009 

Annual 
2010 

Annual 
Q1 

2010 
Q2 2010 

Q3 
2010 

Q4 
2010 

Q1 
2011 

GDP -1.5%  4.6% 3.2% 2.6% 4.4% 4.8% 

Gross Fixed Capital Formation (GFCF) 2.3%  -2.5% -1.6% -1.4% 0.2% 1.4% 

Residential -9.3%  -5.8% -4.9% -6.8% -6.0% -4.9% 

Non-residential 1.9%  -0.1% 1.7% 1.3% 2.1% 2.1% 

Construction works (civil) 35.9%  17.2% 7.2% 1.7% 0.8% 0.4% 

GFCF by Private sector -7.0%  -6.9% -4.5% -0.7% 0.8% 2.1% 

GFCF by Public Enterprises 40.7%  13.6% 9.8% 2.6% 2.4% 3.4% 

GFCF by Government -1.2%  -7.8% -8.0% -9.7% -5.2% -2.7% 

Investment in construction as % of GDP 11.8%  10.2% 10.1% 10.0% 9.9% 9.8% 

Source: South African Reserve Bank 

Global Economy
According to the Organisation for Economic 
Cooperation and Development (OECD) and the World 
Bank, the worldwide economic recovery expected to 
remain sluggish and slow into 2011 and further 
stimulus may be necessary from private and public 
sectors.  The OECD warned that high unemployment 
and government debt raises much concern around 
global imbalances and the economic crisis that still 
ƭƛƴƎŜǊǎΦ  ¢ƘŜ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅΩǎ ǎǘŀƴŎŜ ŦƻǊ ōƻǘƘ 
developing and developed economies have changed 
severely since the crisis, where developing economies 
are experiencing higher growth and tighter policy 
regulations, while the developed markets are facing 
contrasting effects of slow growth and looser policy 
regulations.  

Global emerging economies, although smaller than 
developed countries are growing at a much faster pace 
leading to great investment opportunity.  

Consumers are likely to remain under pressure 
because of higher levels of unemployment and 
declining house prices.  Unemployment rate decreased 
to 9% in January 2011, the lowest level recorded in the 
past 21 months.  The recovery of the US economy, 
being the largest in the world, has a large impact on 
the global recovery in general.  Spending by 
government has been cut according to United Nations 
which could threaten global recovery. 

The Japanese economy is facing difficult times.  
!ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ LaCΣ WŀǇŀƴΩǎ ƴŀǘƛƻƴŀƭ ŘŜōǘ ƛǎ ǎŀƛŘ ǘƻ 
reach approximately 250% of its GDP in 2015, with tax 
hikes seemingly spelling political disaster. 

 

Figure 1: Global GDP projections  

Brazil had a fast growing economy gaining much speed 
ǘƻǿŀǊŘǎ ǘƘŜ ŜƴŘ ƻŦ нлмлΣ ƘƻǿŜǾŜǊ ŀǎ [ŀǘƛƴ !ƳŜǊƛŎŀΩǎ 
largest economy, the acceleration has started to slow 
into 2011 due to higher interest rates and tighter 
domestic spending.  Inflation is sitting above 6%, 
causing cuts in budget. 

wǳǎǎƛŀΩǎ ƳŀŎǊƻ-economic track record is strong and it is 
enjoying its lowest levels of inflation while maintaining 
a 2% of GDP budget deficit.  Estimates for 2011 
economic growth have an increase from 5% to 6% with 
the possibility that the fiscal deficit may be eliminated 
altogether 

A report released by a research centre at Peking 
¦ƴƛǾŜǊǎƛǘȅ ǊŜǇƻǊǘŜŘ ǘƘŀǘΣ ƎƛǾŜƴ /ƘƛƴŀΩǎ ŎǳǊǊŜƴǘ 
macroeconomic imbalance, the country is faced with 
both inflationary pressures and the risk of sluggish 
growth. 

Initial guidance provided by Ministry of Finance 
indicated a growth of 9 percent in 2011-12.  However, 
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recent developments, particularly the loss of 
momentum in industrial growth, show that this could 
be a difficult target to achieve.  With a continued 
tightening of monetary policy and further escalation in 
global oil prices are the key downside risks to growth in 

2011-12. 

Domestic Conditions 

The South African GDP expanded to 4,8% quarter-on-
quarter for 2011Q1, up from the 4,4% recorded in the 
previous quarter.  The sectors which made the largest 
contribution were: 

 Manufacturing industry contributed 2,2%, 
based on a growth of 14,5%. 

 Finance, real estate and business services 
contributed 1% based on a growth of 4,8%. 

 Wholesale, retail, motor trade and 
accommodation industry contributed 0,5%. 

 Transport, storage and communication 
industry contributed 0,3%. 

Growth in the manufacturing sector was led primarily 
by strong growth reported in the production of 
petroleum, chemical products, rubber and plastics 
product division. 

The recorded quarterly GDP for 2010 are higher than 
the quarters of 2009 and thus allowing the outlook in 
2011 to be reasonably optimistic.  2009Q4 GDP 
measured 3,1% compared to the 4,4% recorded for the 
last quarter of 2010.  It is important to keep in mind 
that the growth rates have inclined slowly indicating 
that the economic expansion process will be difficult 
and prolonged.  Recovery back to GDP rates 
experienced in 2005 and 2006 take time. 

The nominal value added to the economy in the fourth 
quarter amounted to R698bn, which was R18bn more 
than the third quarter.  Finance, real estate and 
business services and general government services 
were the largest performing industries as measured by 
their nominal value added to GDP in 2010Q4, recording 
20,7% and 16,3% respectively. The activity in the 
construction sector increased in real value at an 
annualised rate of 0.2% in fourth quarter of 2010, 0,6% 
lower than the 0,8% increase recorded in the 2010Q3.  
Residential market activity remains subdued albeit the 
ƭƻǿ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ŘǳŜ ǘƻ ŎƻƴǎǳƳŜǊΩǎ ƘƛƎƘ ƭŜǾŜƭ ƻŦ 
indebtedness.  Civil construction and non-residential 
building activity continues to be muted as the number 
of new projects are lacking. 

{ƻǳǘƘ !ŦǊƛŎŀΩǎ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅ ŜȄǇŜǊƛŜƴŎŜŘ 
contractions in Q2 and Q3 of 2010 from the first 
quarter of 2010, but recorded a 4,4% q/q expansion.  

 
Figure 2: GDP quarterly               (Source: Stats SA) 

 
Final Consumption Expenditure by households based 
on constant 2005 annualised rates declined from a 
5,1% q/q expansions in 2010Q4 to 5,0% q/q in 2011Q1; 
a minor slowdown in expenditure by households.  
 
Government spending decreased more moderately, 
falling by 5,2% for 2010Q4. 
 
The household debt to disposable income ratio has 
declined minimally in the last quarter of 2010, 
reporting 1,1% declined to 77,6% but recorded a 
further decline in the first quarter of 2011 to 76,8%. 
 

 

Figure 3: Household savings / Debt ratios to disposable income 

Household savings as a percentage of disposable 
income improved from 0,3% contraction reported in 
the last quarter of 2010 to a negative savings rate of 
0,2% for the first quarter of 2011.  Albeit the 
improvement saving remains negative, indicating that 
South African consumers are highly indebted with little 
possibility to save.  
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Gross Domestic Expenditure 

Gross Domestic Expenditure based on constant 2005, 
annualised rates declined in the last quarter of 2010 to 
5,4% y/y from the 6,3% increase reported in 2010Q3.  
Currently on a downward trajectory, Gross Domestic 
Expenditure has come off a peak of 6,3% y/y 
measuring expenditure at R1 946 715m as of Q3 last 
year.  Household final consumption expenditure 
(constant 2005, annualised rates) too declined in the 
last quarter of 2010, down 0,4% from the previous 
quarter to 5,2% y/y, currently moving downwards. 

 

 

Figure 4: GDE vs Final Consumption Expenditure 

Gross Fixed Capital Formation (GFCF) 

GFCF for residential, non-residential and civil sectors 
have flattened in the last two quarters of 2010 and 
look to remain flat.  As seen in the graph, the 
residential market has had little movement over the 
past five quarters.  

Gross Fixed Capital Formation for the residential sector 
declined by 0,9% to -6,0% y/y for 2010Q4 based on 
constant 2005 prices.  The non-residential sector 
declined 0,6% from a 2,7% y/y increase recorded in 
2010Q3 to a 2,1% y/y increase in 2010Q4.  In monetary 
terms, investment in the non-residential sector 
increased y/y from R41 047m to R41 928m (2010Q4). 

Gross Fixed Capital formation by Private business 
enterprises continues on an upward trajectory and 
reported the first y/y increase for 6 consecutive 
quarters in 2010Q4 of 0,7%.  

GFCF by Public Corporations continues declining, but 
still reported the largest y/y increase of 2,4% y/y for 
the fourth quarter, while GFCF by General 
Government, although still in the red, has improved 
slightly from -9,7% y/y in 2010Q3 to -5,2% y/y in 
2010Q4. 

Total GFCF increased by 0,2% y/y for the last quarter of 
2010, the first positive increase in past 5 quarters and 
has made an upward turn.  

The graphs below indicate the movement in GFCF for 
residential, non-residential and civil construction 
works, as well as Total GFCF, Government, Public and 
Private enterprises.  

Total GFCF, General Government and Private 
Enterprise have started reporting increases and thus 
indicate a turn around.  As can be seen, these three 
enterprises are on the up, but have reported minimal 
increases, implying that the construction sector 
remains tight.  GFCF by Public Corporations continue to 
decline and may do so for some months going forward. 

Note: Gross fixed capital formation include spending on 
residential buildings, non-residential buildings, construction 
works (including civil works, mechanical and electrical 
engineering), machinery, equipment and transport.  

 

 

Figure 5: GFCF: Construction (% Change) 

 
Figure 6: GFCF: Government, Public & Private (% Change) 
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Inflation  

Headline consumer price inflation measured 5,0% in 
WǳƴŜ нлммΣ ƛƴŎǊŜŀǎƛƴƎ ŦǊƻƳ aŀȅΩǎ ǊŀǘŜΦ  hƴ ŀǾŜǊŀƎŜ 
though, prices increased by 0,4% between May and 
June 2011. 

Between May and June the food and non-alcoholic 
beverage index increased by 0,5%, while the annual 
rate increased to 7,1% from 6,1% for June.  Housing 
and utilities made the largest contribution to CPI of 
1,6%, followed by  food and non-alcoholic beverages 
which added 1,1%.  Contributions by the residual group 
declined by 0,1%, while the restaurant and hotel group 
made no contribution for June 2011. 

 

Figure 7: CPI (Source: Stats SA) 

When food and non-alcoholic beverages, petrol, VAT 
and other administered prices are excluded from CPI 
the rate measures 3,8%. 

PPI 

The Producer Price Index (PPI) for domestic output 
increased by 7,4% y/y for June 2011 when compared to 
a year ago, while increasing by 0,5% from the annual 
rate recorded in May 2011 of 6,9%. 

The higher rate in June resulted from an increase in the 
mining and quarrying rate of 3% from May to June.  
Electricity recorded a substantial increase of 1,5% 
between the two months as well as increases recorded 
in food and manufacturing increasing to 5,9% in June 
from 4,8% in May. 

The PPI for exported commodities in June 2011 had an 
annual rate of 5,3% when compared to a year ago.  
This is 0,4% higher than the rate reported in the 
corresponding month of May 2011.  The increase in PPI 
for export commodities was mainly due to the rise in 
price indices of mining and quarrying, basic metals, 
paper and paper products and chemicals and chemical 
products. 

  

Figure 8: PPI (Annual % change) 

Figure 9: CPI vs PPI (Annual % Change) 

Interest Rates 

Interest rates were cut to 9% in November 2010, 
following a 50 basis point cut to 9,5% in September 
2010.  The monetary policy committee (MPC) decision 
to cut interest rates was based on domestic inflation 
which moderated to lower-than-expected levels (down 
to 3,5% as opposed to an expected 4,9% average for 
the 3

rd
 quarter), and it is anticipated that it will remain 

within the target range for the rest of the forecast 
period.  With interest rates currently sitting at 9%, it is 
the lowest it has ever been in 30 years.  

 

With the global market volatility remaining a great 
concern for domestic consumer confidence and 
expenditure, the Monetary Policy Committee 
committed to increasing economic activity in the 
market by lowering interest rate to the lowest level it 
has ever been in the past 30 years (since October 
1980).  The decision to lower the rate resulted from 3 
primary effects.  Firstly, due to the persistent negative 
output gap, followed by the diminishing demand by 
consumers and finally largely because of the 
appreciating value of the Rand.  
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The output gap, the difference between supply and 
demand, has remained negative, meaning there is 
insufficient demand to support current capacity in the 
economy, suggesting the economy is under 
performing.  Growth, however is expected to increase 
somewhat as South Africa has now joined the BRIC 
union, being one of the fastest growing developing 
economies.  

The impact of lower interest rates has taken longer to 
filter through to economic activity and has as yet not 
had the impact many anticipated.  The main reasons 
are the higher levels of debt (beyond 75%) and the 
limitations imposed by the National Credit Act (NCA).  
It is expected that interest rates will start increasing 
towards the end of the 2011 due to increases in oil 
price and food prices in addition to secondary 
inflationary effects.  There are views that the market 
has been unable to utilise the low interest rates to 
their advantage and have therefore missed out on the 
opportunity. 

With interest rates being significantly low, it has also 
been anticipated that domestic economic activity 
would be higher; however this is not the case. 
Consumer confidence remains moderate resulting in 
little spending.  High indebtedness continues to 
suffocate some consumers; however the low interest 
rates are creating a suitable market for paying off their 
debt at a much cheaper cost. 

The easing of monetary restrictions has allowed some 
individuals to start obtaining credit.  For the building 
sector, this means that there is some possibility that 
prospective home owners may be able to access 
finance, bearing in mind nonetheless that the National 
Credit Act may still implicate many individuals.  
Demand for housing is not back to what it was in 2006-
2007. 

 

 

Figure 10: Repo Rate               

Low interest rates should have a positive impact on the 
value of houses along with a growing economy, 
increase in employment and modest growth in 
disposable income, however with financial markets 
being under strict control and demand for housing 
continuing to be down.  

The latest release from ABSA House Prices indicated 
that all sized house prices are currently on a downward 
slope, implying that house prices continue declining. 
Medium sized houses (141-220m2) recorded a 0,2% 
incline in the value of a house from R971 050 in June 
2010 to R973 379 in June 2011.  Although small sized 
house price (80-140m

2
) recorded a 6,0% y/y decrease 

for June 2011 a minimal improvement of only 0,1% 
from the -6,1% y/y decline reported in small house 
prices in the previous month.  The large sized houses 
(221-400m

2
) recorded the largest increase of 0,9% in 

house price from R1 456 806 in June 2010 to R1 469 
880 in June 2011. 

Overall, house prices grew by 1,2% y/y for June 2011.  

 

Figure 11: ABSA HPI vs SQM Approved: Residential  (y/y% 
change)               

 

The number of square meters (SQM) approved has 
declined from the beginning of 2009; however the 
decrease has slowed from March 2010 January 2011 as 
indicated in the graph above.  The pace of decline has 
slowed significantly into 2011 with the number of SQM 
being approved following an upward trend. 
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Figure 12: Household Debt vs Savings to Disposable Income 

The impact of lower interest rates during the first half 
of 2009, has taken some time to filter through to real 
economic activity.  The declining trends in credit 
extension started to moderate in December 2009, 6 
months after interest rates were lowered for the first 
time in the current downward cycle in June 2008.    

Household debt to disposable income has declined to 
77,6% in 2010Q4 from 78,7% recorded in the previous 
quarter.  While debt to disposable income is declining, 
the savings ratio remains flat with little change. 

 

Oil Price obscurity 

Serious concern surrounds the rise in oil price as 
political impact in Africa causes the demand to 
increase, in addition to external factors assisting in 
increasing the price.  

.ǊŜƴǘ ŎǊǳŘŜΩǎ ǇǊƛŎŜ ǇκōŀǊǊŜƭ ǊƻǎŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ŦǊƻƳ 
2010Q4 at approximately $88/barrel to over 
$120/barrel in April 2011.  The rise in the price came as 
a result of the Egyptian political chaos which called for 
concern around the supply available in the Suez Canal.  
In addition, political riots in Libya (with approximately 
one million barrels of oil being lost due to the crisis) 
and striking workers in Gabon threatened supply 
pushing the price up.  

According to OPEC Secretary-General, Abdalla Salem El 
Badri, the global oil market has sufficient supply and 
there is no need for OPEC to increase output.  The 
most efficient way to decline the oil price is to curb 
speculation and reduce taxes ($15-$20 a barrel). 

With many market players, including financial experts 
blaming the financial crash on speculators trading oil 
and causing the excessive high price of $148/barrel in 
2008, the rise in oil price brings much concern to the 
domestic and global economy. 

For South Africa a rise in oil price given the continuous 
movement in the Rand value can have a detrimental 
effect on the economy.  The depreciating Rand value to 
the Dollar will have a ripple effect into output costs to 
consumers.  High oil prices lead to higher costs all 
round ς transport costs in terms of delivery to retail 
outlets will increase, pushing costs to the retailer up, 
this rise will be converted into an increase in cost of 
product to the consumer.  Secondly personal consumer 
transport expenses will increase as a direct result of 
the oil price increase on fuel prices.  Implications of the 
oil price changes are both direct and indirect to the 
consumer.  

Finally, an oil price increase relaying into fuel and food 
price increases causes much apprehension surrounding 
inflation.  Growth in the inflation rate will not only 
ŀŦŦŜŎǘ ǇǊƛŎŜǎΣ ƛǘ ǿƛƭƭ ŘŜǾŀƭǳŜ ǘƘŜ ŎƻƴǎǳƳŜǊΩǎ ƛƴŎƻƳŜ 
which consequently could result in higher debt. 
 

 

Figure 13: Oil Price vs Exchange Rate 

Business confidence 

Business confidence remained well below the 40% 
level throughout 2009 ς based on the Bureau of 
Economic research (BER) Business Confidence Index, 
but recovered slightly in 2010Q1 to a level of 43.  By 
2010Q2 BCI reached 47, however had declined to 44 in 
the 3

rd
 quarter.  In the first quarter of 2011 the 

RMB/BER confidence index stood at 55, indicating that 
business owners are optimistic with their outlook for 
2011, but as inflationary pressures around the food 
and oil prices soared, BCI slowed to 48 in 2011Q2. 

An index value of at least 50 (preferably 60) is required 
to stimulate new investment, which means an 
environment conducive to stimulate new investment is 
plausible.  

According to the South African Chamber of Commerce 
and Industry (SACCI), business confidence increased in 
the first quarter of 2011 to 88,3 after contracting to 
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86,4 in February 2011.  The BCI is 5,1 index points 
higher than a year ago.  
 
Only two of the seven real economic sub-indices used 
to compile their business confidence index (the BCI) 
improved from the previous month, was retail sales 
and construction 
 

 

Figure 14: SACCI vs FNB business confidence indices (Quarterly) 

Explanatory Notes:  

South African Chamber of Commerce Index (SACCI): 
Business Confidence Index based on movement in 9 
sub-indices, or economic indicators. Not an opinion 
survey.  

BER Business confidence: FNB/BER Business Confidence 
Index is an opinion survey, based upon a quarterly 
survey amongst businesses by the Bureau of Economic 
Research 

The RMB/BER Business Confidence Index increased to 
55 points in the first quarter of 2011 from the 
contraction recorded in 2010Q4.  Given that the index 
level measures more than 50 it can be said that more 
companies have a positive outlook on the prevailing 
business conditions.  

Business confidence increased in three of the five 
sectors, namely motor trade, wholesale trade and 
manufacturing sectors, while recording declines in the 
retail and building sectors.  Business confidence in the 
motor industry reached a five year high recording a 
strong recovery to 84 point index.  Wholesale trade 
increased to 50 index points after reporting levels of 
around 50 for most of 2010.  Manufacturing recorded a 
10 index point increase and reached a level of 51. 
 
The building sector of the Business confidence index is 
the only sector to still show no sign of recovery.  
Nevertheless, it must be maintained that business 
cycles are long-term in nature and will typically lag 
changes made in other sectors. 

Business confidence is a reliable indicator of the 
economic outlook and is also driving the development 
of non-residential buildings.  The latest trend in 
business confidence should therefore suggest an 
improved economic outlook, but still not at a pace that 
ŎƻǳƭŘ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ΨŜȄǇŀƴǎƛƻƴŀǊȅΩΦ  
 

The local economy has, to some degree, established 
momentum, however it remains sensitive to domestic 
soci-economic developments, including local 
government elections, the way in which corruption 
level is dealt with, as well as the level of labour dispute 
activity. 

 

Figure 15: Credit Extion to Private Sector 

Liquidations  

The total number of liquidations for South Africa 
declined to 267 for April 2011, from 350 recorded in 
March.  Based on a Moving Annual Total number of 
liquidations declined by 25,4% y/y. 

The total number of compulsory liquidations in 
construction increased by a total of 5 (38,5%) to 18 in 
April 2011 when compared to a year ago based on the 
MAT. 

The total number of voluntary liquidations in 
construction decreased by a substantial 16,2% y/y to 
192 from 229 (MAT- Apr 2010/2011).  Total number of 
liquidations in the construction industry experienced a 
decline of 12,2% y/y based on MAT from 254 in May 
2010 to 223 in May 2011. 

The total number of liquidations in Close Corporations 
based on a MAT decreased by 15,5% y/y from 2 250 to 
1 902 in June 2011.  The total number of companies 
that were liquidated decreased by 19,0% y/y (or by 380 
companies) to 1 617 (MAT) for June 2011.  While the 
ƴǳƳōŜǊ ƻŦ ƭƛǉǳƛŘŀǘƛƻƴǎ ƛƴ //Ωǎ ŎƻƴǘƛƴǳŜǎ ǘƻ ŎƻƴǘǊŀŎǘΣ 
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liquidations for companies have too started showing 
signs of contraction. 

Liquidations in the construction industry have declined 
somewhat from the large numbers that were taking 
place from 2008 to early 2010.  Liquidations in the 
construction industry contracted to only 1 in June 2011 
from 13 in the previous month. 

The construction sector remains sensitive to the 
impact of the global recession and the completion of 
large multibillion projects that took place in 
preparation for the 2010 soccer world cup.  It is 
therefore expected that the lagged effect of the 
recession will persist in the construction industry in the 
short to medium 
term.

 
Figure 16: Liquidations: Construction 

 

 

Table 1: Number of Liquidations: % annual change (MAT) 

  Construction: 
Total 

 

Construction 
Compulsory 

Construction 
Voluntary 

Total ςAll 
sectors 

Total Closed 
Corporations 
Construction 

Total Closed 
Corporations 
(All sectors) 

2007 -24.00% 17.20% -30.21% 4.10% -41.70% -13.20% 

2008 1.80% -44.10% 13.40% 4.70% 41.00% -37.70% 

2009 32.80% -10.50% 38.20% 25.20% 34.50% 29.90% 

2010 4.00% -17.60% 4.70% -3.40% 12.90% -8.50% 

2010 (Jan-Mar) 55 3 52 1 121 65 510 

2011 (Jan-Mar) 20 5 15 530 34 562 

additional/less -35 2 37 118 -31 52 

% change -63,6% 66,7% -71,5% 12.5% 47.7% 10.2% 

 Source: (Statistics SA (P0043) 
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Construction: General overview  
Investment in the construction sector (including 
residential, non-residential and civil construction 
works) for 2010Q3 rose by 0,3% y/y while the last 
quarter of 2010 recorded no change in investment for 
the construction industry.  The expansion rate of 
investment for total construction recorded double digit 
growth rates from 2003Q1, but slowed substantially as 
of 2009Q3 with a y/y expansion of 23,6%. 

 

Figure 17: GFCF-Total Construction (y/y% change) 

Growth remains slow and is on a downward trajectory.  
Investment growth in civil works measured an increase 
of 0,8% y/y in 2010Q4 contracting down from the 1,4% 
y/y increase in Q3 however grew by 1,4% y/y in the 
first quarter of 2011. 

The rate of decline in investment in buildings slowed 
from -6,9% y/y in 2010Q3 to -6,0% y/y in Q4.  Total 
investment, based on seasonally adjusted annualised 
rates and in constant 2005 prices, therefore declined 
to R27 572m from R29 343m (when comparing q/q 
2009/10).  In 2011Q1 disinvestment in building 
decelerated and recorded a contraction of 4,9%. 

Investment by general government declined by 2,7% 
y/y although at a slower pace.  Private enterprises 
recorded an increase of 2,1% y/y, while public 
corporations increased by 3,4% y/y for 2011Q1. 

The contribution of GFCF to GDP slowed marginally 
from 19,7% in 2010Q3 to 19,6% in 2010Q4.  
Investment in civil works contributed 9,9% to GDP 
while contributing a significant 50,6% to total GFCF for 
the last quarter of 2010.  Non-residential investment 
amounted to R41 928m and contributed 11,6% to total 
GFCF while only securing 2,3% of GDP.  Investment in 
residential construction contributed 1,5% and 7,6% to 
GDP and total GFCF respectively.  

Spending on civil works declined to 62,2% of total 
construction spending in 2010Q4 from 62,4% in 

2010Q3.  Non-residential and residential spending 
contributed 22,8% and 15,0% to total spending in 
construction. 

According to Quarterly Financial Statistics P0044, (a 
sample of formal businesses operating in the non-
agriculture sector) released for the fourth quarter of 
2010, profitability  in the construction industry (before 
tax and company tax) contracted by 2,3% to R3 251m 
for 2010Q4 compared to the previous quarter which 
recorded profit to be R3 329m.  Based on a y/y change, 
construction profitability increased by a significant 
40,0% for 2010Q4 when compared to 2009Q4 profit of 
R2 322m. 

Expenditure is likely to moderate in coming months, as 
demand from both the private sector and the 
government, is expected to weaken.  Once conditions 
however, start to improve in the private sector, 
additional capacity put in place over the last years, will 
ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƳǇǊƻǾŜ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ ŎƘŀƴŎŜǎ ǘƻ ǊŜŀŎƘ ƛǘǎ 
full growth potential.  

 

Figure 18: Net profit or loss before taxation (% of total income ς 
source Stats SA) 

 

 

Figure 19: Sector contribution to total construction 
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General Sector Employment 

 According to the Quarterly Employment Statistics 
surveyed by Statistics South Africa total employment 
declined by 0,9% y/y in 2010Q4 compared to the 
previous year.  Informal sector employment increased 
by 7% y/y in the third quarter of 2010, but slowed in 
the last quarter recording a growth rate of only 3% y/y.  
On the other hand, the formal sector reported a 
decline of 2,7% y/y for third quarter, but improved to 
secure a decline of only 1,9% y/y for 2010Q4.  

As the public sector endures in creating employment, 
various sectors have recorded job losses including 
manufacturing, construction, gold-mining and trade.  
The pace of private sector employment growth is slow 
and highly dependent on global and domestic 
recovery.  

The financial intermediation and insurance sector 
employment recorded a 12% y/y decrease in the 
number of employees from 2009Q4 (1 812 000) to 
2010Q4 (1 594 000).  A total of 7 073 000 people were 
employed in this sector for 2009 compared to only 
6 623 000 for 2010, therefore declining in total number 
employed by 6,4% (or by 450  000 individuals). 

Construction Employment 

Total employment in the construction industry 
declined by 6,4% from 2009 to 2010 with 
approximately 290 000 individuals having lost their 
jobs.  In 2009 an estimated 4 531 000 were employed 
in construction, while only 4 241 000 were employed in 
2010. 

Construction job losses come as a result of the 
slowdown in the construction industry in conjunction 
to the completion of road of BRT infrastructure.  As of 
end December 2010 the construction industry 
reported an annual decrease of 71 000 employees 
compared to December 2009, a 6,3% y/y decline.  

According to Statistics South Africa, the construction 
sector experienced a 1,9% (20 000 job losses) decline 
in the number of people employed from 1 076 000 in 
2010Q3 to 1 056 000 in 2010Q4.  

 

Figure 20: Average Earnings ςConstruction Sector 

 

 

Figure 21: Construction employment vs investment 

Based on changes in employment during the last half 
of 2010, we can expect a further weakening in 
investment in construction. Employment levels within 
the construction sector continue on a downward path 
digging up concerns surrounding productivity, demand 
and investment levels. 
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Figure 22: Construction Employment 

The contribution of women in construction 
employment decreased in recent quarters 116 000 in 
Q3 to 110 000 in 2010Q4, indicative of a 5,2% q/q 
contraction.  From 2009Q4 there has been a 22% 
decline in the number of woman employees in the 
construction sector to date, however women have 
made significant strides in increasing their role in the 
construction industry. The contribution as per Stats 
{!Ωǎ definition is disappointing considering the 
significant increase in the number of women-owned 
construction companies registered with the CIDB.  

 

 

Figure 23: Contribution of women in total construction 
employment (Source Labour Force Survey) 

 

 

 

 

 

 

 

 

 

Table 2: Labour Force, construction, by province: 2010Q4 
(Source Stats SA Labour Force Survey) 

Province 2010Q4 Q-Q % chg Y-Y % chg 

WC 130 -7.8% -24.0% 

EC 129 7.5% 12.2% 

NC 18 -10.0% 0.0% 

FS 54 5.9% -6.9% 

KZN 225 -2.6% -5.5% 

NW 43 13.2% -21.8% 

GAU 274 -11.1% -2.1% 

MPU 74 2.8% -11.9% 

LIM 109 16.0% 2.8% 

TOTAL 1056 -1.9% -6.3% 

 

For information about women owned companies that 
are registered in South Africa, visit www.cidb.org.za.

http://www.cidb.org.za/
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