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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.  

As part of our unique service we have developed a quantitative “fact-based” time-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 
 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 

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

 On-line extraction of project descriptions  

o Annual budget review – implications for the construction industry 

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

 Construction Tender Indices – measures activity in the construction industry in the residential, 

low cost, non-residential and civil markets.         

 Statistics 

 Construction in Business Seminars, hosted in Sandton 

 Electronic library 

 Municipal Budgets (High capacity municipalities)  

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

 Investment Map (Project Location intelligence) – 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. 

 Geocrime Intelligence – 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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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 Snyman, “There is 
light at the end of the tunnel, but it is a very long tunnel.”  There are a few things we do 
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 
consumers’ 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 
account the required investment to eliminate our economy’s crippling backlogs.  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: 

 Statistics South Africa 

 South African Reserve Bank 

 Provincial Government Departments 

 Financial institutions 

 Industry Insight Library  

 Industry Insight Trade Surveys 

 Databuild 

 Global Insight 

 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 

 Rode’s SA Property News,  Rode & Associates 

 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 

 Markel’s, 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 
June 2011, increasing from May’s rate.  On average 
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 

PPP’s.  Strong support for health PPP’s were received 
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 – Elsie Snyman, Industry Insight) 

 

o Principles of Pricing and the role of Statistics SA in the 
Price Indices:  
2 June 2010  
(Speakers – 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 – 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 – 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 
lingers.  The monetary policy’s stance for both 
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.  
According to the IMF, Japan’s national debt is said to 
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 
towards the end of 2010, however as Latin America’s 
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. 

Russia’s macro-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 
University reported that, given China’s current 
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 
low interest rate due to consumer’s high level of 
indebtedness.  Civil construction and non-residential 
building activity continues to be muted as the number 
of new projects are lacking. 

South Africa’s economic recovery experienced 
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 
June 2011, increasing from May’s rate.  On average 
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.  

Brent crude’s price p/barrel rose significantly from 
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 – 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 
affect prices, it will devalue the consumer’s income 
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 – 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 
could be considered as ‘expansionary’.  
 

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 
number of liquidations in CC’s continues to contract, 
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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 –All 
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 
significantly improve the industry’s chances to reach its 
full growth potential.  

 

Figure 18: Net profit or loss before taxation (% of total income – 
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 –Construction 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 
SA’s 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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Critical Success Factor Index: Building 
The critical success factor index (CSF), is a 

weighted index that includes key indicators regarded 
as necessary to stimulate investment.  These include 
affordability and confidence.  It does not take into 
account external factors that could dampen 
investment for example, shortage of electricity or the 
implementation of policies such as those imposed by 
the NCA.  Affordability takes into account the current 
household debt ratios and changes to the prime 
lending rate that affects mortgage payments.  
Confidence levels are represented using the 
RMB/BER business confidence index. 

 

Table 3: CSF Index 

 

The CSF peaked at an index value of 169,0 in March 
2006, and then dropped 33,0% to 113.2 by 
September 2008, sending signals that there are 
constraints in the industry.  Since December 2008, 
lower lending rates have improved affordability, and 
although business confidence remain low, by 

historical terms, the CSF index has improved to an 
index value of 190.6 in the 1

st
 quarter of 2011.  The 

index on a year on year basis has improved by 15.6% 
(compared to an increase of 32% in 2010Q1) which is 
encouraging news looking further ahead, but the 
immediate scenario is that of an industry that still 
has to deal with the ramifications of the sharp drop 
reported in the index between 2006 and 2008.   

While the decline in plans approved for new private 
sector building construction has softened, the 
industry remains in a recession.  Renovations have 
helped the industry along in the last 6 months, but 
are not sustainable to support a longer term 
recovery.  The renovations market has improved 
since last year (4

th
 quarter 2010), while there is 

anecdotal evidence that new housing developments 
may start to improve, albeit from a very low base.  
Overall the number of sqm approved for building 
construction declined by 8,2% y/y in March 2011 
(MAT), compared to a decline of 12.2% y/y in 
December 2010 (MAT).  

However, projects previously approved, but 
postponed last year, could have a positive impact on 
the industry this year, if given the go ahead for 
construction.  

Our view therefore remains that, while there is some 
activity taking place, the industry remains in a 
recessionary grip.  

 

Figure 24: CSF Index vs Investment in Buildings 

 2007 2008 2009 2010 2011 

Q1 158.7 131.0 126.7 164.9 190.6 

Q2 157.7 124.8 149.6 166.3  

Q3 150.5 116.7 154.3 174.9  

Q4 142.7 116.2 157.4 182.2  

Y-Y  Change 

Q1 -6.2% -17.5% -3.2% 30.1% 15.6% 

Q2 -6.3% -20.9% 19.8% 11.2%  

Q3 -9.3% -22.4% 32.2% 13.4%  

Q4 -10.2% -18.6% 35.5% 15.7%  
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Residential Construction 
 

Table 4: Investment in Housing, Rm 2005 prices (Source: South African Reserve Bank – SARB) 

Note: All data revised to 2005 base year 

Source: SARB Quarterly Bulletin 

The construction sector faces another difficult year 
ahead albeit some recovery already being seen in 
the economy. 

Investment in total construction sector contracted 
by 0,1% in 2010Q4 to R183 975m from R184 160 in 
the previous quarter, while recording no movement 
when comparing the last quarter of 2010 to that on 
2009. 

Investment into the residential sector continues to 
decline substantially and recorded a 6,0% y/y (or by 
R1 771m) contraction when comparing 2009Q4 to 

2010Q4.  In monetary terms investment dropped 
from R29 343m to R27 572m (2009/10). 

 

We are apprehensive about the seemingly slowdown 
in the rate of decline of residential investment, as 
the market is expected to continue to contract more 
aggressively as the pipeline of new work has, as yet, 
not reported positive growth.  

The number of SQM approved for dwellings smaller 
than 80sqm declined by 9,6% y/y (MAT-Jan 11), 
however the pace of contraction has slowed 
considerably from the double digit declines that 
were recorded from July 2009.  On the other hand, 
the number of SQM completed have shown signs of 
increasing contraction and reported a 22,1% y/y 
decline for dwellings <80sqm from 1 047 517m

2
 to 

only 815 902m
2
 (MAT-Jan 11). 

 
Figure 25: Dwellings <80sqm BPP vs BP Completed (y/y% change) 

 
Dwellings greater than or equal to 80sqm have 
measured year-on-year increases for consecutive 
months to January 2011 in the number of SQM 
approved, with January recording the highest of the 
4 months at 5,8% y/y to 3 810 038m

2
 (MAT-Jan 11).  

The number of SQM completed for dwelling >80sqm 
has also improved slightly with the contraction rate 
slowing to 23,2% for January 2011 from 24,2% 
reported in the previous month. 

Quarter 

Investment in 
housing, Rm 2005 
prices, Seasonally 

adjusted 
annualised rates 

% Annual change 

2008 34,157 -7.2% 

 33,486 -8.5% 

 32,969 -7.3% 

 32,012 -7.4% 

2009 
R 30,824 -9.8% 

 
R 30,280 -9.6% 

 
R 29,797 -9.6% 

 
R 29,339 -8.3% 

2010 R28 818 -6.5% 

 R28 320 -6.5% 

 R27 871 -5.0% 

 
R27 572 -1.2% 

2011 
R27 394 -4.9% 
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Figure 26: Dwelling >80sqm BPP vs BP Completed (y/y% change) 
 

The number of residential projects awarded for 
construction during the 12 months to March 2011 
increased by 22,0% (31 contracts) y/y MAT to 171 
awarded projects, while the number of contracts out 
to tender declined by 15,4% (8) y/y decline in the 
number of projects out to tender for March 2011 
locking in only 44. 
 
 

 
Figure 27: Building Plans Passed by Segments 

 

 

Figure 28: Residential Contracts out to tender 

Total SQM approved for residential construction 
(including new and renovations) based on MAT 
values continue to decline at a decelerating pace.  

The number of sqm approved for new residential 
building continues to decline at a decreasing rate, 
and tightened  from 6 087 663m

2
 (MAT- Feb 10) to 

5 965 505m
2
 (MAT-Feb 11) reporting a 2,0% 

decrease.  The number of sqm completed for new 
residential building is too declining and recorded a 
contraction of 1 832 209m

2
 (MAT - Feb 11) or 22% 

y/y. 

Although it is encouraging to note that the rate of 
decline has softened (as the effect of lower interest 
rates, more stable house prices, and an improved 
economic outlook has started to impact more 
postively on the confidence of potential home 
buyers and developers) there are, as yet, no signs of 
a short term recovery.  The recovery in actual 
building activity is still at least 12-18 months away.  
Considering the pace at which the number of 
residential square meters that are being completed 
is falling, tougher conditions are still being 
experienced.  Square meters completed fell 22% y/y 
for February 2011 MAT compared to a 24,5% y/y 
decrease for January 2011 MAT. 

Although the decline in square meters approved is 
still broadbased, it is particularly pronounced in the 
market segment for townhouses and flats, which 
declined by 30,7% y/y during the 12 months to 
February 2011.   

 

This segment is highly sensitive to supply mechanism 
dependant on developers sentiment as well as 
affordability which is still of concern despite the 
recent interest rate cuts.  There is growing demand 
for affordable housing in South Africa, with a 
shortfall estimated of more than 600 000 units, but 
developers are slow to react to the changing profile 
of the typical home owner.  

 

This only shows again that despite signs of recovery, 
including lending rates, inflation, GDP growth, albeit 
muted, the road is still uphill for the residential 
construction sector.  Contractors operating in the 
residential sector will remain under considerable 
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pressure in the medium term, affecting profitability 
and their ability to create job opportunities.  

 
 
Figure 29: Residential Plans Approved vs Completed 
 

The rate at which housing construction projects are 
postponed declined for the 12 months to March 
2011.  In March 2011 a 11,4% y/y decline was 
secured for the number of residential projects 
postponed, falling to only 163 contracts (MAT-Mar 
11) from 184 contracts in the same month of the 
previous year. 

 

 

Figure 30: Residential Projects Postponed 

Details of the projects awarded can be downloaded 
from www.industryinsight.co.za.  For more details on 
geographical analysis pertaining to construction 
developments please contact our offices or send 
your requirements to Alicia@industryinsight.co.za 
for a quotation. 
 
 

 

Figure 31: Residential Sector by segment: January 2011 MAT 

 

 

 

 

 
 
 
 
 
 
 
 
 
 

 

 

 

 

http://www.industryinsight.co.za/
mailto:Alicia@industryinsight.co.za
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Social housing 
Social housing is still primarily a focus for 
government and while delivery of housing to those 
in need is severely inefficient (2,4million unit 
backlog), they are adjusting their targets to meet the 
required outlook. 

Government is focusing on numerous initiatives to 
resolve this dilemma by 2030.  In addition to this, the 
Department of Human Settlements (DHS) has started 
looking at a “gap-funding” model which provided a 
R1bn guarantee fund aiming to bridge the gap in 
housing loans to middle-income earners. 

 

The DHS as of November indicated their engagement 
in approximately 80 000 construction projects to 
reach 2014 target.  The Minister of DHS, Tokyo 
Sexwale has however made that ownership is a right 
and every person should have access to owning their 
own home. 

Government is considering the use of alternative and 
innovative building materials to address the back log.  
Therefore social housing brings some good 
opportunities for companies, developers and 
contractors who are involved in such building 
materials such as light steel frame building, solar 
panelling, structural insulated panel systems and 
sanitation products.  The problem associated with 
using such building techniques relates to the lack of 
knowledge by new home owners in addition to 
governments limited procedures being used to 
educate individuals about alternative building 
structures.  Pending a joint effort by both private 
and government sectors, we can anticipate the 
housing backlog to remain in high volumes. 

 

Activity in social housing has been sober.  The 
number of projects awarded for social housing in 
March 2011 amounted to only 82 contracts, 
declining by 7,9% y/y.  The postponement rate has 
however declined by a massive 41,8% y/y with only 
46 (MAT) projects having been postponed for March 
2011 compared to last year. 

Approximately 226 216 houses were under 
construction or completed in the 2009/2010 
financial year by government. 
Serviced sites amounted to 64 362, while the 
number of houses completed amounted to 161 845.  
Service delivery declined by 5,6% y/y in the total 
number of houses completed when compared to the 
number of houses completed in the previous year. 
 
Delivery of social housing into 2011 remains a 
concern and public financing, although existent, falls 
into the hands of inefficient municipal employees 
who under spend on their budget and yet there are 
no funds available come the end of the budget 
period.  The mismanagement of funds in provincial 
and local municipalities has raised a cause for 
concern; however government has started making 
municipalities take accountability of funds by 
withdrawing funds that have been allocated to them 
for housing purposes should the fund not be spent. 
 

Tracking progress in social housing development is 
difficult due to lack of regularly updated official 
statistics.  However, there is a general perception 
that while a lot is being done in terms of planning 
(including drafting a more detailed framework to 
accelerate delivery); little is being done at roots 
level.  The South African government has earmarked 
extensive amounts for housing construction, but has 
not increased the actual number of units to be 
constructed.  This is because the funds allocated to 
the Department of Human Settlements will be used 
for integrated development, including additional 
critical services such as clinics, schools and roads.  A 
greater focus will also be given to the development 
of rental accommodation.  It has been said that 
R1,3bn has been set aside for the refurbishment of 
sub-standard houses, however the actual cost 
associated with a complete rectification of social 
housing would amount to R58bn, much more than 
the funds set aside currently.  
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Table 5: Provincial Integrated Housing and Human Settlement Development Grant Expenditure as at December 2010 

Province Budget 2010/11 

Actual spending as 
at 30 December 

2010 
Actual spending as 
% of main budget 

2009/10 
Outcome as at 30 
December 2009 Y-Y Change 

EC 1,598,646 1 174 944 73,5% 1 063 128 10.5% 

FS 1,300,691 128,435 9.87% 833 331 -9.2% 

GAU 3,771,831 653,410 17.32% 2 977 026 -5.2% 

KZN 2,714,109 299,822 11.05% 1 677 125 -11.3% 

LIM 1,234,750 188,548 15.27% 880 391 10.7% 

 

MPU 
975,863 197,076 20.20% 583 415 18.7% 

NC 273,260 69,523 25.44% 281 263 -2.9% 

NW 1,288,770 139,103 10.79% 869 170 -11.8% 

WC 1,868,843 380,946 20.38% 1 087 690 13.9% 

TOTAL 15,026,763 2,361,080 15.71% 10 252 629 0.6% 

Source: National Treasury 

Provincial expenditure on the human settlement development grant fell by 0,6% y/y as at December 2010 (3
rd

 
quarter of the 2011/11 financial period) to R10,1bn compared to R10,2bn spent during the same period in 
2009/10.  Nationally provinces spent 66,8% of their allocations, below the 75% that ideally should have been spent 
nine months into the financial year.  Spending did, however, improve from the first quarter of 2010/11 when 
expenditures were 28% lower compared to the same quarter in 2009/10.  Spending of housing allocations were 
particularly poor in Free State (with only 58% of the budget spent, down 9% y/y), and Kwazulu Natal (where 53% of 
the budget was spent, down 11,3% y/y).  In spite of spending almost its entire budget, expenditure in the Northern 
Cape dipped by 2,9% while a decline of 11,8% was also reported in the North West province.  Provinces that 
reported positive growth in the first nine months of 2010/11 included Eastern Cape (up 10,5%), Limpopo (up 
10,7%) Mpumalanga (up 18,7%), and Western Cape (up 13,9%).  Expenditure in Gauteng dipped by 5,2% to R2, bn 
after having spent 72 of its allocations. (Source: National Treasury). 

House Prices 

 
Figure 32: ABSA HPI (y/y% change) 

 
Figure 33: Price differential – New vs Existing property (ABSA2010   
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The nominal and real house price growth for all houses indicated a down turn from the high y/y expansions 
recorded in early 2010.  The acceleration was driven by economic developments such as low interest rates.  
However, house prices contracted at a considerable rate and declined by 2,1% in March 2011 and remains on a 
downward trail.   
 
The house price for all houses declined by 2,1% y/y from R1 051 997 to R1 030 131 for March 2011.  House prices 
for small and large sized units recorded increases of 2,0% and 3,5% y/y respectively, while medium sized houses 
declined by 0,7% y/y for March 2011. 
 
Housing affordability improved into late 2010 backed by 
the low interest rates and rising household income, 
however it still remains a setback for most individuals. 
(Source: ABSA Housing Review; 2010Q4) 
 

Table 6: House Price Growth, by size (2007 - 2010) 

 
House price growth for “small houses” is outperforming 
growth rates of large and medium sized houses, averaging 15,6% between January and December 2010.  Demand 
for housing has improved minimally even though interest rates in addition to some easing off of lending criteria by 
the banking sector have been cut.  We would anticipate a movement in the housing market, however it remains 
tight as individuals are still highly indebted (although ratio to disposable income has declined in 2010Q4 to 77,6%) 
and are still finding difficulty in qualifying for mortgage finance.  
It has been reported that families are now forced to move into smaller homes or remain in the rental market as a 
result of the above mentioned, as well as increases in oil, food, metal and fuel prices in addition to secondary 
inflationary enforcing individuals to buy essentials only.  Security also plays a deciding role, as many of the smaller 
affordable homes are within cluster or townhouse developments with the added benefit of increased security.    
 
Affordability is however not limited to size only. A report by ABSA says affordability in the residential market 
improved slightly as a result of, firstly, low interest rates making mortgage interest rate which stands at 9% (33,5% 
lower than the mortgage rate recorded in December 2008).  Secondly, the banks’ selective relaxation of mortgage 
lending criteria over the past two years, thus both factor supported the residential market. 
 
House prices recorded by ABSA showed that a new house in the middle segment of the market declined by a 1,1% 
q/q nominal rate for 2010Q4 to R1 008 539 from R1 019 265.  Based on an annual change, the price of a new 
house in the middle segment increased by 0,2% y/y (or R1 788) from 2009Q4 to 2010Q4. 
 
House price growth, which measures the viability of an investment, is important to stimulate demand for new 
residential construction and also impact on the outlook for renovations.  During the boom years and until 2009, 
house price growth for newly built homes outperformed that of existing homes, making that a better investment.  

 Large 
houses 

(221sqm+) 

Medium 
sized 

houses 
(141 - 200 

sqm) 

Small 
houses 

<141 sqm) 

2007 17.5% 17.4% 11.4% 

2008 5.4% 4.8% 5.6% 

2009 -0.1% -2.6% -2.7% 

2010  4.4% 4.7% 15.6% 

The immediate benefit of a more robust 
performance in the property market is the 
creation of the “wealth effect” where property 
owners “feel” wealthier because of the increase in 
their asset value. This will encourage greater 
investment in renovations and upgrades.  The 
longer term impact is a market that is showing 
attractive yields to the property investor. 
However, there is a downside.  The recent robust 
performance in the property market has increased 
the price of an average house in South Africa to 
beyond the means of the average South African.  
This has to some extent “capped” the growth 
potential in the residential property market, which 
means the viability to develop multi unit housing 
projects is not as encouraging as it was before.  
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The house price growth differential measures the difference between the growth rate of house prices between 
new and existing homes.  A positive differential means that new homes’ price growth is outperforming that of 
existing homes, making it a better investment.  Since the beginning of 2010 the house price differential between 
new and existing homes growth declined, however in the third quarter of 2010 the differential measured 7,4%, 
higher than the 3,7% recorded in the previous quarter.  Developers are naturally more cautious in planning new 
residential developments, while it acts as a stimulus for home renovations as house price growth of existing homes 
starts to outperform newly built homes. 
 

The building rate for a middle to upper income house averaged R6000/m
2
 during the 2

nd
 quarter of 2010 (up 1,9% 

compared to the same period in 2009).  The price differential increased to 23,5% in the 2
nd

 quarter, up from 20,3% 
in 2010Q1.  

Homeownership 
 
Homeownership is key part to any free and open society, with the South African culture being bred into 
understanding the importance of ownership from asset portfolio point of view.  Many South Africans, due to 
financial constraints and high debt levels, are unable to purchase their own home, in addition to houses being 
severely over priced for majority of consumers.  Given this, homeownership has taken an alternative path giving 
potential buyers who are unable to secure a bond the opportunity to eventually own a home.  Rent2Buy gives the 
50% of employed individuals and 58% self-employed individuals who were denied a bond, the alternative to rent a 
home with the option to buy at a certain date, at a certain price.  
 
South Africans have been brought up in a society where  
buying your home for ownership is the norm.  Having a 
home as an asset in one’s portfolio boosts the owners view 
on wealth.  Not only does it give the homeowner the 
self-assurance it creates wealth through appreciating in  
value over the years.  
This alternative method of buying a home through an initial renting stage is giving individuals great opportunity to 
increase their wealth. 

The Benefits: 

1. Rent with option to buy 

2. Can choose not to buy if 
affordability is a problem. 

3. Prove credit worthiness in 
“probation period”. 
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Non-residential construction 
Table 7: Non-residential, Rm 2005 prices (Source: South African Reserve Bank – SARB) 

Key indicators related to non-residential construction 
point toward a stabilisation.  

According to the South African Reserve Bank (SARB), 
gross fixed capital formation estimates for non-
residential investment rose 1,8% y/y in the 2010Q4, to 
R41,9bn (seasonally adjusted annualised rates). The 
SARB GFCF values have been adjusted upwards and the 
y/y rates are flattening. 

New contracts awarded in the private sector for 1
st

 
quarter of 2011 at current prices amounted to a total 
value of R1 960,9m.  

Major NEW projects awarded during the 1
st

 quarter 
included: 

 R600m new Headquarters for Environmental 
Affairs and Tourism in Pretoria,  

 R600m new Office in Sandton, 

 R150m new Makro store in Barbeton, 

 R140m new KPMG East Campus in 
Johannesburg, 

 R126m new Toyota Distribution centre in 
Kempton Park. 

 
Major RENOVATION projects awarded during the 1

st
 

quarter of 2011 amounted to R320,2m. 
 
The number of SQM approved for new private sector 
non-residential construction fell by 29,8% y/y to 2 549 
846m

2
 (MAT-Jan 11) from 3 632 120m

2
 (MAT-Jan 11) 

indicating a minimal slowdown in the contraction pace.  
However, the gap between supply and demand 
continues due to the recession. 

 
The renovations market is linked to the offering of 
existing properties at discounted rates, many 
incomplete, and the impact of a growing demand for 
greener buildings.  The total value of renovation 
contracts awarded amounted to R320,2m for 2011Q1.  
The renovations market in the non-residential sector, 

although offering opportunities has experienced a 52,8% y/y increase (MAT- Jan 11) to58 543m
2 

from 38 308m
2
. 

 

 

Quarter 

Investment in non-
residential buildings, Rm 
2005 prices, Seasonally 

adjusted annualised rates 

% Annual 
change 

2007 33198 20.8% 

 33556 16.7% 

 34036 12.7% 

 34706 9.0% 

2008 35203 6.0% 

 36124 7.7% 

 37678 10.7% 

 38911 12.1% 

2009 40 600 15.3% 

 40 612 12.4% 

 41 047 8.3% 

 40 789 5.5% 

2010 R41 151 1.4% 

 R41 281 1.6% 

 R41 303 1.3% 

 R41 928 2.8% 

2011 R41 949 2,1% 
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 The Johannesburg Development Agency (JDA) 
included the category “Sustaining Joburg” this year, 
to focus on the green agenda of development in the 
Johannesburg central business district (CBD).  
Developers are increasingly incorporating elements 
such as energy efficiency, water recycling and parks 
on rooftops, as just a few measures to lessen the 
impact of development on the environment.  (Ref: e- 

library 11022) The Green building council of South 
Africa (www.gbcsa.org.za) launched the Green Star 
rating tool for new retail centre developments in 
April 2010 which means interested parties can start 
registering for certification of proposed shopping 
centres.  The rating tool (alongside the rating tool for 
office development) can be downloaded from 
www.gbcsa.org.za.  

 

 

 

 

 

 

 

 

 

 

 

 

 

The non-residential tender index (excluding projects in the education sector, due to the prevalence of high volume 
low value projects), fell 28,2% y/y in the 2010Q2 (based on a smoothed 4th quarter average), from a drop of 19,7% 
y/y in 2010Q1.  Competition in tendering has increased, and building cost inflation capped as a consequence.  
Although this is a dangerous position for the contractor because he could be in a position of tendering below cost, 
it certainly is an opportune time to build from a client perspective.  

 

Building GREEN Benefits: 

 Design flexibility. 

 Reduce maintenance. 

 Energy conservation. 

 Lower costs associated with changing 
space configurations. 

 Improve health and productivity of 
occupant. 

http://www.gbcsa.org.za/
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Figure 34: Non-residential investment, RM 2005 prices (SARB) 

 

Figure 35: Non-residential SQM approved: New vs Renovations, Y-Y 
change (MAT) 

 

Figure 36: Non-residential New space development: Completed vs 
Approved (MAT) 

 

Figure 37: Non-residential Development Indicators: SQM approved / 
completed vs SARB Investment: Index 1999 = 100 
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Landscape of non-residential buildings 
 

Figure 38: Landscape of private sector plans approved for non-residential construction: February 2011 (MAT)

 

 

Table 8: Plans approved for building construction: February 2011 MAT (Private Sector–Stats SA Building Statistics) 

 
WC EC NC FS KZN NW GAU LIM MPU TOTAL 

Offices 57 690 25 736 2 771 16 274 115 485 8 778 224 957 10 548 14 636 476 875 

Shops 133 769 37 984 37 661 45 821 138 095 9 003 198 332 21 843 60 646 683 154 

Industrial 221 502 88 648 13 517 44 093 218 300 22 994 622 331 22 567 76 370 1 330 322 

Housing 1 359 217 357 620 33 356 305 908 705 352 389 911 2 202 761 201 043 410 337 5 965 505 

Renovations 
Housing 

923 071 350 893 32 547 161 492 417 161 166 901 1112608 155961 82034 3 402 668 

Renovations Other 412 667 122 721 8506 53971 208662 42047 547265 8403 30425 1 434 667 

TOTAL 3 107 916 983 602 128 358 627 559 1 803 055 639 634 4 908 254 420 365 674 448 13 293 191 

Non-res % of SQM 
approved of Total 

26.6% 27.97% 48.66% 25.52% 37.74% 12.95% 32.45% 15.07% 27.00% 29.53% 
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Office Space Development 

Table 9: Office Space Development Indicators 

 Mar 10 Apr 10 May 10 Jun10 Jul 10 Aug 10 Sep 10 Oct 10 Nov 10 Dec 10 Jan 11 Feb 11  

Office 
space 

approved 
MAT (SQM; 
y/y % chg) 

-30.2% -37.1% -39.8% -39.4% -43.0% -41.4% -42.1% -37.7% -35.5% -32.4% -28.5% -22.4%  

Office 
space 

completed 
MAT (SQM; 

%chg) 

-13.6% -12.6% -11.6% -27.6% -31.5% -33.3% -34.2% -35.5% -32.2% -39.9% -39.5% -38.1%  

Business 
Confidence 

(SACCI) 

83.2 84.2 82 84.8 84.3 87.6 87.8 85.9 87.0 87.6 87.4 86.4  

RMB/BER 
Business 

Confidence 
(Quarterly) 

43   36   47   44    

Commercial property market continues to report annual contractions in both the number of square meters approved 
and completed.  

On the demand side vacancy rates are high, between 8% – 10,9% and rental income low, pushed down by a tenants 
market where tenants have access to a multitude of sometimes financially more viable options.  Portfolio managers are 
of the opinion that rental income will only improve once vacancy rates fall below 5%, which considering the current 
market conditions, is unlikely to happen in the short term. 

On the supply side, the number of square meters approved for new office space continues to contract.  During the 12 
months to February 2011, 476 875m

2
 (MAT) were approved for new office space construction, a 22,4% (or 137 444m

2
) 

decline from the 614 319m
2
 (MAT- Feb 10) approved.  The number of square meters completed for new office space 

fell by 38,1% y/y to 570 913m
2
 (MAT-Feb 11), from 921 910m² (MAT-Feb 10).  Building activity has already contracted 

sharply in this sector, and with further declines reported in pipeline activity, the market is not expected to recover in 
the short to medium term.  Both the number of SQM approved and completed for office space have started to show 
signs of an upturn, with the contraction numbers slowing. 

Although minimally, both the SACCI and RMB/BER Business Confidence Index have reported declines supported mainly 
by the volatile local economy and high debt levels still facing consumers. 
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Figure 39: Office space approved vs completed 

 

Figure 40: Office space Y-Y Change  

 

Table 10: Key office projects awarded, tendered and postponed: 2011Q1 

Project Status Description Province City 
R mill 

(Current prices) 

Awarded New Office Block - Mayfair KZN Umhlanga 75 

 New Offices- 115 West Gauteng Sandton 600 

 New Telesure Office Park Gauteng  Midrand 300 

 New Outsurance Building Gauteng  Centurion  284 

 New Office Development Gauteng  Pretoria  214 

 New Headquarters Gauteng  Pretoria  600 

Tendered New Telesure Office Park Gauteng       Midrand  300 

 New Outsurance Building Gauteng  Centurion  284 

Postponed New Office Park    

Source: Industry Insight project database, Databuild 

Retail Space Development 
Table 11: Retail Space Development Indicators 

 Apr-10 May-
10 

Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov -10 Dec-10 Jan-11 Feb-11 

Retail space 
approved  
MAT (SQM % 
chg y/y) 

8.1% -35.8% -32.7% -41.0% -41.6% -48.6% -56.1% -51.6% -50.2% -39.3% -42.2% 

Retail space 
completed 
MAT (SQM % 
chg y/y) 

-21.1% -17.1% -35.8% -29.7% -38.7% -37.5% -28.2% -22.0% -40.3% -40.5% -32.6% 

Residential 
approved 
(SQM % chg 
y/y) 

-25.5% -23.9% -21.3% -12.9% -13.1% -9.6% -8.2% -6.5% -5.8% -3.7% -2.0% 

Retail trade  

(% chg y/y)  
3.6% 4.1% 7.5% 7.9% 4.6% 6.0% 6.5% 8.0% 8.3% 6.3% 5.6% 
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Retail space approved has continued to record negative y/y growth rates and reported a massive 42,2% contraction in 
the number of SQM approved.  The retail sector has taken a fall from the improvement recorded in January 2011 
where the number of SQM approved reached a decline of only 39,3% y/y.  Consumer confidence remains down, while 
disposable income to debt ratio is still significantly high which lead to lower spending by consumers.  These factors in 
addition to other economic factors such as fuel and food prices and inflation rate impact negatively on the retail sector. 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
Consumer spending, based on latest retail trade figures, is seemingly on the road to recovery.  Retail trade recovered 
from negative growth in the latter part of 2009, to an increase of 5,6% y/y in February 2011.  It is thus no surprise that 
shopping mall owners may start to feel cautiously optimistic.  Consumers’ ability to spend was positively influenced by 
lower interest rates and lower inflation throughout most of 2010, albeit both rates remaining low and within target, 
inflationary pressures are causing price increases which are out of the SARB’s control.  Retailers’ confidence, has also 
recovered substantially when it rose from 43 points in the 4

th
 quarter of 2010 to 55 points in the 1

st
 quarter of 2011 

pointing to the recovery in consumer demand, however, there are still weaknesses that remain within the sector due to 
the confidence levels surrounding production segment within the sector. 
 
 
According to recent building statistics, developers are still very cautious about a quick re-entering into the market.  
Statistics SA reported that the number of square meters approved for new retail space fell 42,2% y/y to 683 154m

2
 

(MAT-Feb 11) from 1 181 586m
2
 (MAT-Feb 10).  The number of SQM completed have also fallen by 32,6% from 956 

654m
2
 (MAT-Feb 10) to 644 646m

2
 (MAT-Feb 11).  If we compare the number of retail space completed (SQM) with 

retail sales, i.e. “ratio of retail sales per square meter completed”, suggesting a sort of productivity ratio, there has 
been some sort of improvement from around R413 000 per SQM completed in July 2009 to R591 000 SQM in July 2010.  
This means that the average sales income per square meter of retail space has increased by 43%.  The previous peak of 
R1,2m (constant prices) in August 2005 pushed demand for new shopping space while the lowest level of R361 000 in 
November 2008 clearly indicated an oversupply.  If we assume there is an oversupply in the market, it would take an 
even higher ratio, exceeding R1,5m, to yet again stimulate the need for additional supply at a national level.  Based on 
the estimated 24 months lag between a recovery in retail sales and increased demand for new retail space, we expect a 
recovery towards 2013. 
 
Retail space in provinces with lower economic capacity tend to report positive growth- this stems true for the Northern 
Cape – which secured a massive 118,5% increase in the number of SQM approved for retail space from only 17 233m

2
 

(MAT-Feb 10) approved to 37 661m
2
 (MAT-Feb 11) having been approved.  Mpumalanga recorded a 132,3% y/y 

increase in SQM approved for retail space to 60 646m
2
 from 26 109m

2
 (MAT-Feb 11), the increase came as a result of 

the new Makro store having been awarded in Barbeton.  The North West recorded the largest annual contraction in 
SQM approved for retail space which amounted to -87,9% (or 65 420m

2
) thus recording a MAT of only 9 003m

2
. 

Gauteng and Limpopo followed with y/y contractions amounting to -65,7% and -81,6% respectively. 
 
 

Rental yields are under pressure and performing below 
the inflation rate while vacancy rates have surged.  This is 
especially pronounced in the east of Tshwane.  Mr Anton 
de Goede, a property portfolio manager at Coronation, 
believes that the SA retail sector is currently at the tail 
end of a period of excessive development which is 
characterized by high vacancy rates.  According to De 
Goede about 4,8% of retail space is vacant, this is still 
lower than the 6,9% in 2002.  Shopping centers smaller 
than 25 000m

2
 are particularly prone to vacancies.   

 
 

Figure 41:Retail Trade vs Retail Space 
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Figure 42: Retail space approved vs completed 

 

Figure 43: Retail space Y-Y Change  

 

Table 12: Key retail projects awarded, tendered and postponed: 2011Q1 

Project 
Status 

Description Province City 
R mill (Current 
prices) 

Awarded New Shopping Centre-Bredell Gauteng Kempton Park 56 

 New Makro Store Mpumalanga Barberton 150 

 Tzaneen Shopping Centre Limpopo Tzaneen  70 

Tender  New Parkvies Checkers Gauteng  Pretoria  0 

 New Retail Outlet Western 
Cape 

Kuils River 0 

 New Shopping Centre-Melmoth Kwazulu 
Natal 

Melmoth  0 

Postponed New Lephalale Mall Limpopo Lephalale 400 

 New Commercial Centre Western 
Cape 

Hermanus  150 

 
Industrial and Warehouse Space Development 

Table 13: Industrial Space Development Indicators 

 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 Jan-11 Feb-11 

Industrial space 
approved 

(SQM, MAT)  
1,684.6 1,633.0 1,450.2 1,469.5 1,446.2 1,469.3 1,448.3 1,437.5 1,395.5 1,363.5 1,330.3 1,300.3 

Industrial space 
approved  

(SQM, % chg y/y) 
-23.6% -22.5% -34.4% -33.6% -29.9% -29.7% -25.2% -25.0% -26.0% -24.0% -25.4% -23.2% 

Industrial space 
completed 

(SQM, MAT)  
1,368.4 1,319.6 1,277.6 1,267.6 1,227.0 1,211.1 1,171.4 1,164.7 1,103.3 935.9 936.8 853.1 

Industrial Plans 
complete (SQM, 

% chg y/y) 
-2.0% -7.8% -11.4% -13.5% -14.5% -18.5% -19.7% -21.5% -22.3% -35.6% -31.9% -37.7% 

Purchasers 
Managers Index 

(PMI) 
53.4 50.6 50.3 47.5 48.6 51.4 53.3 56.6 59.1 63.1 71.3 81.7 

Manufacturing 
Production 

(Index) 
105.1 94.6 101.7 103.7 106.3 101.7 102.1 111.7 113.5 90.8 87.8 99.5 

Manufacturing 
Production  
(% chg y/y) 

11.7% -10.0% 7.5% 2.0% 2.5% -4.3% 0.4% 9.4% 1.6% 0.3% 1.7% 5.7% 

file:///C:/Documents%20and%20Settings/Alicia.l/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Documents%20and%20Settings/Annerine/My%20Documents/Industry%20Insight/Data/Manufacturing.xls%23RANGE!A11
file:///C:/Documents%20and%20Settings/Alicia.l/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Documents%20and%20Settings/Annerine/My%20Documents/Industry%20Insight/Data/Manufacturing.xls%23RANGE!A11
file:///C:/Documents%20and%20Settings/Alicia.l/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Documents%20and%20Settings/Annerine/My%20Documents/Industry%20Insight/Data/Manufacturing.xls%23RANGE!A11
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The index of physical volume of 
manufacturing production has taken a turn 
and is currently on an upward trajectory.  The 
index measured 105,3 points in February 
2011 compared to 99,3 points measured the 
same month of the previous year, thus 
quantifying a 6% y/y increase. 

 

The Purchasing Managers Index (PMI) 
monitors business conditions in the 

manufacturing sector and is an important 
indicator depicting the outlook for 

manufacturing production.  An index point 
higher than 50 points toward growth in the 

industry while less than 50 points is indicative 
of a contraction in manufacturing production. 

 

 

Movement within the industrial and warehousing sector remains dull even though the manufacturing production index 
has shown an improvement of 5,7% from 94,1 index points to 99,5 index points for February 2011.  The 5,7% increase 
was driven by higher production in motor vehicles, parts and accessories and other transport equipment which 
contributed 2,2% towards the increase.  Petrol, chemical products, rubber and plastic products made a 1,6% 
contribution to production increase which was followed by a 1,0% contribution by the food and beverage sector. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The PMI has made a significant improvement and reached 81,7 points in February 2011 indicating that there has been 
a substantial increase in performance (growth) within the manufacturing production.  Currently PMI is on a steep 
upward trajectory following record lows of below 50 points reported in early 2009. 

 

Figure 45: Industrial space approved vs completed 

 

Figure 46: Industrial space Y-Y Change  

 

 

Figure 44: Industrial Space vs Manufacturing Porduction 
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The industrial sector remains down with the number of SQM approved declining further, although at decelerating pace.  
On the other hand, the number of SQM completed within the industrial sector recorded its largest decline to date since 
the financial crisis struck.  

SQM approved declined to 1 300 271m
2
 from1 693 768m

2
 (MAT) for February 2011 recording a 23,2% y/y decline.  This 

is a minor improvement from the 25,4% y/y contraction reported in January 2011.  The number of SQM completed 
recorded a decline of 37,7% y/y from 1 369 176m

2
 to 853 069m

2
 (MAT-Feb 11). 

Given that industrial space is to a large extent reliant on a strong manufacturing sector, there has been little change 
within the sector albeit the increase in manufacturing production.  There is heavy downward pressure on the sectors 
rental market – this was supported by poor rentals.  

Hope for the industrial sector lies first and foremost in consumers.  With interest rates remaining at a 30 year low, we 
anticipate increase in spending resulting in a rise in demand for domestic production which will ultimately push the 
manufacturing forward.  

 
Figure 47: Manufacturing production vs industrial space outlook 

Table 14: Key industrial projects awarded, tendered and postponed: 2011Q1 

Project Status Description Province City 
R mill 
(Current prices) 

Awarded New Toyota Distribution Centre Gauteng  Kempton Park 126 

 New Makro Store Limpopo Polokwane 150 
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Building Renovations 
Increasing role of renovations market 

 

Table 15: Square metres approved: Renovations & Additions (Private sector) 

  Square meters Approved % Annual Change 

  Residential Non-residential Total Residential Non-residential Total 

2007 5,123,325 1,421,398 6,544,723 -3.1% -0.7% -2.6% 
2008 4,081,631 1,830,398 5,912,029 -20.33 28.8% -9.7% 
2009 3,317,821 1,664,577 4,982,398 -18.7% -9.1% -15.7% 
2010 3,442,503 2,049,542 5,492,045 3.8% 23.1% 10.2% 
2010Q1 

805,464 267,887 1,073,351 
5.4% 11.3% 6.9% 

2010Q2 
848,263 271,699 1,119,962 9.7% -63.2% -25.9% 

2010Q3 
943,200 537,569 1,480,769 2.2% 59.5% 17.5% 

2010Q4 
845,576 372,387 1,217,963 -1.1% 10.8% 2.3% 

2011Q1 
750,154 214,869 965,023 -6.9% -19.8% -10.1% 

 
Source: Statistics South Africa 

 

The renovations market is a major segment in the building industry and largely unaccounted for due to the “ghost 
market” where projects are not submitted for approval or put out to tender.  Renovations and additions in the 
residential market contributed 25,6% to the national total of SQM approved for the construction industry (excluding 
civil projects).  The contribution of additions and renovations in the development of non-residential space measured 
10,8% of total national construction SQM approved. 

The renovations market generally reacts more swiftly to changes in the economy, and in particular house renovations.  
In the absence of tedious tendering procedures and no requirements for any further approvals from local authorities 
other than the approval of the building plan, home owners – provided they have sufficient liquidity – are likely to invest 
in property as soon as the market shows signs of a recovery.  House prices continue declining with further contractions 
expected throughout 2011, many consumers find renovating homes is adding value to their property as the selling of 
homes is at prices lower than anticipated.  During the 12 months to February 2011 the number of square meters 
approved (3 402 668m

2
 MAT) for home renovations rose by 1,3% compared to February 2010 (3 359 365m

2
) indicating 

that this market is improving.  

Although inner city rejuvenation in the major centres of Cape Town; Durban and Johannesburg offer sporadic 
opportunity to the non-residential market, these renovations, in general, were severely affected by the slump in the 
non-residential market.  The lack of growth in rental income is also not conducive to capital spend on building 
renovations.  Non-residential renovations (SQM approved) dropped 13,5% y/y (MAT-Feb 11), to approximately 
1 434 667m

2
 compared to 1 659 400m

2
. 
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Figure 48: House renovations vs house price growth 

 

Figure 49: The Renovations Market 

 

Figure 50: Contribution of renovations market to total SQM approved. 
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Tourism Accommodation 
Tourism related construction, for example the construction of hotels and guesthouses, slowed post World Cup.  
Following strong increases in demand for new construction during 2008 and 2009 where increased levels of between 
50% and 70% y/y were recorded, the tourism construction sector reported substantial contractions in the number of 
SQM approved for the last 20 months.  The number of SQM approved dropped to 161 216m

2
 for the 12 months to 

February 2011, reporting a 22,2% decline, a slight improvement from a 37,2% y/y decline recorded in January 2011.  A 
fair question will be whether or not the industry has not oversupplied hotel accommodation, perhaps expecting too 
much from the World Cup.  An oversupply can be seen in the hotel sector as many five, four and three star South 
African Hotels showed an increase in the number guests staying there, however revenue was down substantially.  
Many of the five and four star hotels actually cut their rates to three-star levels to avoid making a loss on rooms left 
empty.  Many hotels have closed their doors, while others are converting to be utilised for other purposes such as 
retirement homes. 

The occupancy rate, according to Stats SA, reached 49,2% in December 2010 followed by a decline in January 2011 of 
39,8%, while increasing slightly to 45,4% in February 2011.  The number of foreign travellers coming into South Africa 
has also declined substantially since the end of the world cup.  In June 2010, the number of foreign travellers increased 
by a massive 38,9% from 718 614 people to 997 960.  

Tourism Minister Martinus van Schalkwyk wishes to increase the number of foreign tourist arrivals into South Africa to 
15 million by 2020, increasing tourisms total contribution to the economy to R499bn in 2020 from R189bn in 2009.  The 
tourism department also wish to increase the number of domestic travellers to 18 million by 2020, while also creating 
225 000 new jobs within the industry.  

 

 

Figure 51: Foreign arrivals vs construction of tourist accommodation 

 

Figure 52: Occupancy rate vs construction of tourist accommodation 

 



State of the South African Construction Industry 

2nd Quarter 2011 

 

C
h

ap
te

r:
 L

o
n

ge
r 

te
rm

 o
u

tl
o

o
k:

 In
ve

st
m

en
t 

in
 b

u
ild

in
gs

 

50 

 

Longer term outlook: Investment in buildings 
Table 16: Investment in buildings: Rm, constant 2005 prices: 2009 – 2014 (Base case scenario) 

  2009 2010 2011 2012 2013 2014 

   Residential 30 202 28 130 27 342 28 983 31 736 33 006 

      % Change -9.2% -6.9% -2.8% 6.0% 9.5% 4.0% 

   Non-residential buildings 40 762 41 636 38 930 37 567 37 567 39 258 

      % Change 10.2% 2.1% -6.5% -3.5% 0.0% 4.5% 

Total Investment in Building 70964 69766 67 362 66 550 69 303 72 264 

      % Change 1.0% -1.7% -3.4% -1.2% 4.1% 4.3% 

 

Based on key economic variables, predicted in the base case scenario outlook, investment in residential buildings is 
expected to increase by an average annual rate of 4.2%  during the next four years (between 2011 and 2014), 
compared to an expected decrease of -1.4% average in non-residential investment.  The GDP growth rate is projected 
to average at 4,0%, lending rates between 9% and 12% and the CPI between 4,5% and 6% over the medium term.  
Investment growth is projected to moderate significantly from an estimated negative annual growth rate of an 
estimated -1.7% in 2010,-3,4% in 2011, -1,2% in 2012, 4.1% in 2013 and 4,3% growth expected for 2014. 

  

 

Figure 53: Investment in buildings: Rm 2005 prices: 1980 - 2014 
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Medium term forecasts are underpinned by the 
following considerations: 
 

 Political environment – the political environment 
currently remains relatively stable, although the 
municipal elections in May 2011 caused some 
disruptions.  Housing delivery picked up prior to 
the elections however delivery of both services and 
housing by municipalities and local government 
departments are hindering growth projections and 
the completion of sustainable developments for 
the economy.  Concerns of infrastructure 
implementation continue to rise as more promises 
are made that are not always fulfilled. 

 Economic environment – consumer spending has 
increased slightly along with business confidence in 
the market which increased to 55 points in 
2011Q1.  GDP is expected to increase slightly in 
2011, however we are anticipating a difficult road 
ahead with concerns around the inflation rate, oil 
price, fuel and food price increases, albeit interest 
rates remaining at an all-time low.  With the Rand 
currency remaining strong, the effects of inflation 
have been cushioned.  Consumers await the 
announcement of the new Gauteng freeway toll 
cost to determine the fate it will have on their 
budgets.  

 Inflationary environment – The downward trend in 
the CPI was faster than expected, but continues to 
be threatened by higher administered prices, 
including higher electricity tariffs.  A depressed 
consumer market has dampened inflationary 
pressures, with much of the higher production 
costs imposed by higher electricity tariffs, being 
absorbed by the producers.  The stronger currency 
has also helped to lower inflationary pressures.  
The CPI is expected to breach 6% by 2012, the left 
allies of the ANC would like to see the currency 
weakened to assist with inflation expectations.   

 
 
 

 
Financial environment 
 

 Lending rates – the outlook for lending rates is 
never a clear picture.  However, the inflation 
outlook, somewhat lacklustre economic 
performance and a high unemployment rate 
should act in favour of a lower lending rate 
environment.  We hope lending rates will 
remain at below 10% for at least the next 4-6 
months.  Interest rates are most likely to 
increase in the last quarter of 2011 due to 
price increases of fuel, food and other 
commodities, however they remain stable.  

 

 Exchange rate – The exchange rate has 
maintained a strong level in the beginning of 
2011.  The strength has played a significant 
role in cushioning the effects of higher oil 
prices and thus inflation.  A weaker currency 
will create secondary inflationary pressures.  
A weaker currency on the other hand is of 
great benefit in terms of increasing exports 
which if financially profitable for the 
economy, however the Finance Minister says 
that government have no plans to intervene 
with the currency.  
 

 Consumer spending will continue to recover slowly 
during the 1

st
 quarter of 2011, while a stable low 

lending rate environment will support an 
improvement in the household debt to disposable 
income ratio, positively affecting the outlook into 
2011 and 2012.  Spending on durable and semi-
durable goods (higher spending in semi-and non-
durable goods than on durable goods) will be 
supported by the cuts in lending rates during 2009 
and 2010, but retrenchments and uncertainty with 
regards to job security, limited access to funding, 
and restoring debt levels to a more manageable 
level, will slow the recovery.  
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Civil works 
 

The civil industry consists mainly of investment in economic infrastructure such as transport, water & 
sanitation services, energy and mining.  Investment in civil works is funded primarily by government and 
state owned enterprises including Eskom, Transnet and ACSA. 

 

This section of the review aims to clarify some of the current trends in civil construction, as well as look 
at key performance indicators affecting the short and near term outlook in the civil industry.  These 
indicators are monitored on a continuous basis.  

Current market activity 
Investment growth in civil works (including 
professional and contracting fees) slowed to 0.8% 
y/y in the 4

th
 quarter of 2010, compared to 14.7% 

recorded during the same quarter in 2009.  
Investment slowed alongside the completion of 
large projects, including airports, stadiums and the 
Gautrain.  

The investment gap created during the eighties and 
nineties, when government disinvested from any 
infrastructure development, has been closed thanks 
mostly to large capital investment by public 
corporations, and followed by a sharp increase in 
government expenditure.  Total investment in 
construction works (in current prices) increased 
from R166bn in 2009 to R175 bn in 2010 (up 5% - 
not adjusted for inflation).  Investment by the public 
corporations increased to an average of R45bn per 
annum during the last five years – current prices, 
reaching R94bn in 2010, up 8.9% compared to 2009.  
Spending by general government averaged to R55bn 
during 2009 and 2010 (down 0.3% y/y).  Expenditure 
by the private sector increased 3.6% y/y in 2010 to 
R25,3bn.  

Economic growth continues to be challenged by 
slower than expected recovery from the global 

financial crisis, higher debt levels, affordability 
constraints and weak market sentiment.  However, 
investment on key infrastructure, including 
electricity, water, roads, airports and harbours is 
critical to support longer term economic growth.  
Already South Africa’s platform for future growth 
has been elevated, but existing capacity levels 
remain vulnerable.  Lack of funding, or otherwise 
put lack of “access to funding” is a serious constraint 
in the current environment, capping growth 
potential in the civil industry.  

 

 

Figure54: Civil infrastructure expenditure vs Economic 
production (SARB) 
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Table 17: Investment in Civil Works (Official estimates - SARB Quarterly Bulletin), by quarter 

 

 Current prices 
2005 prices sea adj 

annualised 
Y/Y Change Q/Q Change 

Mar-07 17622 58442 30.8% 14.1% 

Jun-07 18589 63720 36.3% 9.0% 

Sep-07 20449 66518 36.0% 4.4% 

Dec-07 24219 74016 44.5% 11.3% 

Mar-08 25497 76365 30.7% 3.2% 

Jun-08 29627 83547 31.1% 9.4% 

Sep-08 35391 95859 44.1% 14.7% 

Dec-08 38765 99049 33.8% 3.3% 

Mar-09 41317 108439 42.0% 9.5% 

Jun-09 41042 111440 33.4% 2.8% 

Sep-09 41210 112819 17.7% 1.2% 

Dec-09 42912 113594 14.7% 0.7% 

Mar-10 43694 114024 5.2% 0.4% 

Jun-10 43258 114307 2.6% 0.2% 

Sep-10 43499 114434 1.4% 0.1% 

Dec-10 44493 114475 0.8% 0.0% 

Mar-11 45723 114505 0.4% 0.0% 

 

Figure 55: GFCF: Civil Works, Rm 2005 prices  

 
 
 
 
 

The economic recession has not yet fully impacted 
on the local construction market, which will be hard 
hit by not only a slowdown in private sector 
construction, but also a fall in investment from 
public corporations (coming off a high base), 
government and the completion of several “mega 
projects”.  Investment in civil works (including other 
related expenditure, for example spending on 
mechanical, electrical and engineering equipment) is 
expected to fall by 2% in 2011 and 15% in 2012, as 
spending by public corporations continues to slow 
down.   
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The South African Federation for Civil Engineering 
Contractors (SAFCEC), is however more optimistic 
that the worst is over.  Following a deep decline in 
2010 (estimated at -40% in turnover), turnover will 
hopefully improve more gradually in the next 24 
months, supported by the announcement of several 
higher value projects.  Government should establish 
itself as the dominant client in the next few years, 
intensifying the need to resolve delivery constraints 
within the provincial and local government sector.  
 

Civil construction activity 

 

The current environment is characterised by tighter 
margins and much tougher working conditions, 
including higher levels of competition in tendering.  
Smaller firms have been experiencing critical 
declines in volume of work for some time, but larger 
players are now also feeling the pinch.  

 

Figure 56: Net profit or loss before taxation (% of total income) 

 

Profitability deteriorated slightly in the last quarter 
of 2010, following a peak of 6.3% on average 
reported for the industry during the 2

nd
 quarter of 

2010.  Improved profit margins were as a result of 
companies operating more efficiently and cutting 
costs, and not as a result of increased revenue.   

 Rabuex, a road construction, rehabilitation 
and infrastructure development company, 
reported a 26% slump in earnings per share 
for the year ended February 2011 (Ref: 
13714).  

 Sanyati Holdings reported a 23% drop in 
revenue during the 2010 financial year, 
mainly due to a contraction in revenue and 
a margin squeeze in core civil construction 
operations.  As part of their survival 
strategy, Sanyati will remain focussed on 
the African markets, with particular focus in 
Zambia and Uganda.  

 In February 2011, Wilson Bayle Holmes 
reported a decrease in revenue in February 
2011 (for earnings six months to December 
2010), as work from large state owned 
enterprises are cooling off.   

 Murray and Roberts also reported a 
significant (R636m) loss during the same 
period, but remains optimistic based on the 
future prospects of a 20% increase in their 
order book.  

 Group Five reported a loss of R308m, 
blamed on the delays in public sector work.  

 Dawn also posted negative results in March 
2011 with a 32% reduction in operating 
profit.  While some of this is explained by 
accounting issues, volumes have been 
adversely affected by a slowdown in the 
demand for building materials.  A slightly 
improved outlook for the housing market, 
probably most noticeably in renovations), is 
expected to support Dawn’s position in 
2011.  

 Revenue for Stefanutti Stocks Holdings 
dipped 6.3% to R7bn for the financial 
period ending February 2011.  Tight 
conditions are expected to continue for the 
next 18 months (till mid 2012).  Stefanutti 
is also focussing on opportunities in Africa 
in particular Qatar (hosts of the 2022 FIFA 
World Cup).  In contrast to broader 
industry trends, Stefanutti has been on an 
employment drive and increased 
employment by 15% during 2010.  

 

2011Q1 Indicators 

 

The value of civil contracts awarded have started to 
increase gradually from the 3

rd
 quarter of 2010, and 

was 86% higher in 2011Q1 compared to the same 
quarter in 2010.  

The number of civil contracts awarded increased by 
18.2% y/y in 2011Q1, following an increase of 59.9% 
in 2010Q4 and 16.5% in 2010Q3.  This will be the 
third consecutive quarter of positive growth in civil 
activity.  



State of the South African Construction Industry 

2nd Quarter 2011 

 

C
h

ap
te

r:
 L

o
n

ge
r 

te
rm

 o
u

tl
o

o
k:

 In
ve

st
m

en
t 

in
 b

u
ild

in
gs

 

55 

 

Tendering activity improved by 45% y/y in 2011Q1, 
following a more subdued 2010.  Due to the high 
rate of postponements experienced during 2008 
and 2009, many contracts were not put out to 
tender again, which explains why tendering activity 
is lagging awards.  

In spite of the improved levels of tendering activity 
there was a notable increase in the number of 
projects postponed during 2011Q1, up from 73 

projects in 2010Q1 to 109 in 2011Q1.  Following the 
peak of 2009Q1 when close to 200 projects were 
postponed, conditions have improved but the level 
remains higher than average.  

 

 

 

 

Figure 57: Civil contracts awarded, Rm constant prices 
 

Figure 58: Number of civil projects awarded 

 

Figure 59: Number of civil projects out to tender vs the number of 
civil projects postponed 

 

Figure 60: Investment in construction works by client, Rm 2005 prices 

 



State of the South African Construction Industry 

2nd Quarter 2011 

 

C
h

ap
te

r:
 L

o
n

ge
r 

te
rm

 o
u

tl
o

o
k:

 In
ve

st
m

en
t 

in
 b

u
ild

in
gs

 

56 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Public Corporations contribute 54% to investment in civil works during 2010 

 

During 2010, 53.9% of the value of civil construction works were funded by public corporations (compared to just 
21% in 2000 and 45% in 2008), followed by 31.5% funded by general government (down from 57% in 2000), and 
private businesses contributed a lower 14.5% during 2010.  Compared to 2007 (including latest revisions by 
SARB), spending by state owned enterprise gained market share, increasing expenditure by 41,8% in real terms, 
compared to a weak 6,7% increase by government and 27,8% increase by private sectors.  The most important 
client to the civil engineering industry is therefore the state owned enterprises, as they spent more money 
compared to the entire government department.  The 2011 Budget includes a total expected infrastructure 
expenditure of R808 bn over the next three years, down from R846 bn in 2010.  Half of that is dedicated to state 
owned enterprises, and a large portion directly aimed at Eskom, which mean only a small portion will directly 
benefit the civil construction industry.  For details of the budgetary allocations in the next three years please refer 
to our Annual Budget review available on the website.  

 

 

Figure 61: Tendering activity: Civil: y/y change 

Transnet plans to spend R110 bn in the next five 
years on rail, ports and pipelines projects.  
(Engineering News 14/3/2011).  Particular 
attention will be given to backlogs in rail,.R63bn 
would be directed to growth and maintenance 
projects within Transnet Freight Rail, R16 bn 
toward the coal export channel from Ermelo to 
Richards Bay and R11,4 bn to expand the iron-
ore export corridor from Sishen to Saldanha 
Bay.  
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Confidence levels edge up in    2011Q1
  
 

 

Figure62: FNB Civil Confidence vs CESA 

Confidence levels in the civil industry, according to 
the FNB/BER civil confidence index, recovered 
marginally during the 1

st
 quarter of 2011 from a low 

of 21 in 2010Q4 to a “still depressed” level of 23.  
The improvement in tendering activity during the 1

st
 

quarter of 2011 supports the uptick in confidence, 
but given the low levels, the industry still has a long 
way to go to fully recover.  

A confidence level below 50, suggests that majority 
of contractors working in the civil industry are 
pessimistic regarding future opportunities.  
Confidence levels have been below 50 since the 2

nd
 

quarter of 2009.  Considering the financial strain 
within government departments, confidence levels 
are likely to remain depressed as tendering activity 
remain subdued at low levels and significant 
changes of projects being postponed.   

 

It is important to look at the slowdown in market 
sentiment as a correction to “normality” or an 
actual downturn in the industry.  A normalisation 
generally goes through a short period of difficulty as 
the market has to adjust, but then recovers shortly 
thereafter as fee earnings adjust to cyclical growth 
patterns.  We may be experiencing a bit of both.  A 
normalisation after the 2010 infrastructure spending 
euphoria, as well as a contraction in work 
opportunities in view of the economic slowdown. 
How long and deep it will be remains to be seen.  
The engineering confidence index is published by 
CESA and is the result of a membership survey 
conducted twice a year.  

According to CESA’s latest bi-annual Economic and 
Capacity Survey (December 2010), conducted 
amongst their members, the annual growth rate in 
fee earnings ended basically flat (up 0.5% y/y)  in the 
second half of 2010 compared to a decrease of 9,8% 
y/y in the first half of 2010.  The slowdown in 
engineering fees during 2009 and 2010 implies a 
further slowdown in civil industry turnover in 2011. 
 There is however more uncertainty in the work 
place regarding the outlook for the next 12 to 18 
months.  

An update of the CESA confidence indices will 
only be provided in the 2011Q3 report.  

 

Table 18: Civil Industry Confidence Indices 

Description FNB / BER Civil Construction Confidence Index 
(Source: FNB / BER (http://www.ber.ac.za)) 

CESA Confidence 

Dec-2007 83.00 99.8 

Mar-2008 79.00 99.8 

Jun-2008 71.00 99.9 

Sep-2008 69.00 99.9 

Dec-2008 60.00 99.8 

Mar-2009 60.00 99.8 

Jun-2009 48.00 96.2 

Sep-2009 29.00 96.0 

Dec-2009 39.00 86.0 

Mar-2010 25.00 87.1 

Jun-2010 33.00 87.1 

Sep-2010 28.00 86.7 (revised) 

Dec-2010 27.00 86.3 

Mar-2011 21.00 Not available 

Jun-2011 23.00 Not available 
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 Tendering activity improve in 1st quarter 
of 2011, but still lower compared to same 

period last year 

 

The civil industry tender index (a measurement of 
tendering activity for civil construction projects - 
smoothed over a five quarter period) showed signs 

of recovery during the first quarter of 2011.  The 
index fell to 203.6 in the fourth quarter 2010, from 
207.0 in 2010Q2 and 256.2 in 2009Q4.  Tendering 
activity has thus contracted by 20,5% y/y in the last 
quarter of 2010, the fifth consecutive year on year 
decline.  The current level is the lowest since the 3

rd
 

quarter of 2002 (making it the lowest level of 
activity in eight years).    

  

 
 

Table 19: Civil Tender Index: 1998Q4 = 100 (smoothed) 

 

Table 20: Civil Tender Index: 1998Q4 = 100 (smoothed): Annual Change, by quarter 

 2005 2006 2007 2008 2009 2010 2011 

Q1 1.0% 14.3% -6.1% 4.5% 7.0% -17.0% -6.5% 

Q2 6.9% 10.3% -1.7% 2.3% 7.3% -23.2%  

Q3 14.2% 4.2% 3.0% -0.5% 4.2% -23.4%  

Q4 19.2% -3.6% 1.8% 3.0% -4.5% -20.5%  

 2005 2006 2007 2008 2009 2010 2011 

Q1 230.8 263.8 247.6 258.9  276.9  230.0 215.0 

Q2 224.4 247.6 243.3 248.8  267.0 205.0  

Q3 243.4 253.6 261.2 259.8 270.6 207.3  

Q4 265.1 255.6 260.3 268.2 256.2 203.8  

Annual Average 240.9 255.2 253.1 258.9 267.7 211.6 215.0 

% Change 10.25% 5.90% -0.80% 1.6% 3.4% -20.9% 1.6% 
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Public Private Partnerships (PPP’s) 

Strong support for health PPP’s were 
received 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).  

Other projects include the Dr George 
Mkhari Academic Hospital and the 
Polokwane Academic health facility and 
various projects in Limpopo, Free State and 

Eastern Cape.  

For a full list of active PPP projects, in national, provincial and 
municipal governments visit www.treasury.gov.zo or download the 
latest PPP quarterly (December 2010) from www.industryinsight.co.za 
(go to research / reports). 

According to KPMG infrastructure and projects in Africa director Johan 
Greyling, African countries need to spend about 25% of their GDP’s on 
infrastructure compared to only 15% currently being spent.  PPP’s 
alone will not make up for the missing 10%.  Africa simply does not 
have the necessary framework to execute such large scale projects.  
South Africa has been the most successful at implementing PPP’s on 
the continent completing 50 national and 300 municipal projects in 
recent years. (Source Engineering News, 6/4/2011) 

The opportunities presented by the participation of developmental 
financing institutions (DFI’s) are attractive to the players in the 
industry, as infrastructure expenditure by state owned enterprises is 
slowing down and fewer high value projects are coming off the sketch 
boards.  Over the next three years, the lending capacity of DFI’s is 
expected to reach R115bn.  These institutions will focus on 
infrastructure and industrial development, low cost housing, rural development and land reform, financing small 
businesses and black economic empowerment enterprises and supporting regional development.  

There are mainly four key DFI’s: 

- Development Bank of South Africa (focussing on support to municipalities) 

- Land Bank in support of emerging farmers 

- National Housing Finance Corporation supporting housing construction and development 

- Industrial Development Corporation assists industrial and business development.  The 2011 Budget set 
aside R10bn for projects with high job-creation potential.  

While many larger players are looking at opportunities to increase their “African footprint”, progress related to 
PPP’s will also be closely watched here at home.  Basil Read has stated that PPP’s will remain a focus for the 
company.  According to Basil Read there are various PPP projects in the pipeline including government office 
blocks, mixed classification correctional centres and toll roads.   

Murray and Roberts is another player excited by the opportunities provided by PPP’s, including the fact that it 
would stimulate greater private sector investment in the longer term.  M&R noted the potential of the 
construction of a new high speed rail between Durban and Johannesburg and the proposed new nuclear plant.  

The climate around Public 
Private Partnerships 
(PPP’s) has changed, 

offering many exciting new 
opportunities for the South 

African construction 
industry 

http://www.treasury.gov.zo/
http://www.industryinsight.co.za/
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Transnet is also looking at PPP’s to finance their 30-year port development programme, and is busy setting up 
workshops on how to best approach the PPP process going forward.  

The planned Durban dugout port at the old airport site is expected to cost R50bn in its first phase of 
development, pending further discussions between Transnet and ACSA.  The development is being earmarked for 
a PPP as there is potential for the private sector to become involved.  Construction needs to start by 2015 for the 
port to be ready by 2019, when the container capacity at the current Durban port is expected to be reached.  A 
further R100bn would be invested in the longer term development. (Daily tenders, 3/15/2011) 

 

Outlook for civil engineering turnover 
 

Investment in civil infrastructure was boosted by the backlog in infrastructure and capacity to support economic 
growth and many projects were fast tracked in recent years because of the FIFA World Cup 2010 deadline.  
However, the bigger picture – affecting the longer term view in the industry - is to ensure South Africa has 
sufficient infrastructure capacity to cope with the (targeted) economic growth of 6% or more, as projected by 
government.  Infrastructure expenditure to date merely played catch up (to some degree as backlogs continue to 
remain) and investment in infrastructure must be sustained to be able to support higher economic growth.  
Investment in key critical infrastructure such as roads, energy and water, is not a nice to have, but an absolute 
necessity.  The challenge in the next 2 to 3 years will be the ability of government and state owned enterprises to 
balance funding shortfalls with critical investment requirements.  The dire crisis therefore is to find mechanisms 
to unlock access to finance, in particular those within the private sector, to provide the necessary infrastructure to 
cope with the rapid growing population and economic activity experienced on the African continent.  
Governments have failed dismally to provide the necessary infrastructure, thus applying funding responsibly, to 
support the future growth of their respective countries.   

Investment in large capacity projects, such as Eskom is absolutely critical.  According to a report by SAFCEC, most 
of Eskom’s plant will reach the end of its efficient cycle by 2020 – 2025.  Investment in these projects requires 
substantial planning in advance and funding.  Energy projects will continue to play a major role in infrastructure in 
the future, whether it be coal-fired, nuclear or renewable energy.  

South Africa still has significant backlogs affecting social and economic development.  Demand for housing 
continues to accelerate, while lack of service delivery in other supportive services such as access to water and 
sanitation remain a critical concern.  Concerns have been raised about the lack of spending on water services, 
both in terms of new capacity, upgrading and maintenance of existing infrastructure, yet very little seems to be 
done about it.  Although one also has to consider the magnitude of the current levels of spending by comparison 
to historical years, it must always be benchmarked against economic growth (gross domestic product).  Civil 
turnover reported exorbitant growths over recent years, resulting in rapidly increasing price inflation, brimming 
order books, solid profits, but also skill and material shortages.  Following the robust growth experienced during 
the last few years, owed largely to the stimulus provided by the 2010 World Cup, investment levels should start to 
stabilise, or normalise over the medium term.  This does however mean an outlook of softer growth rates, at best 
moving sideways over the longer term.  The outlook for 2010 is however a period of “rapid correction” with no 
real large projects in the pipeline to fill the void left by the mega projects such as the Gautrain, airport upgrades 
and the construction of the stadiums.   

The outlook for 2011 and 2012 is therefore influenced by: 

- Fewer mega projects in the pipeline  
- Sharp contraction in government revenue available to finance infrastructure expenditure. 
- Review of state owned enterprises capital programmes  
- Lack of private sector expenditure. 
- Inefficiencies within particularly provincial and local governments to spend infrastructure budgets. 

- On the upside, the climate towards PPP’s has changed with the involvement of the DBSA and the IDC 
which offers exciting opportunities for the development of higher value projects. 
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Outlook: Total Construction 
 

Total investment in construction is expected to slow by 3,8% (in real terms) in 2011, down from an estimated 
(revised) R85 358 mill (2005 prices) in 2010 to R82 051 mill in 2011.  Investment in buildings is expected to fall a 
further 5,0% in 2011, while investment in civil works may increase by a marginal 1,2%.  Please note that this 
relates to actual construction in civil works and excludes mechanical and electrical equipment.  Issues affecting 
growth in 2011 and 2012 include fears of higher interest rates as inflationary pressures mount, continued 
constraints in terms of municipal services delaying project approval and starts, electricity constraints, the National 
Credit Act, affordability constraints, reduced spending by government on infrastructure projects and slower 
spending by state owned enterprises.  

 

Table 21: Outlook for investment in construction: Constant 2000 prices: 2007 – 2014 

 2007 2008 2009 2010 2011 2012 2013 2014 

GDP Annual Change 
5.6% 3.5% -1.7% 2.8% 3.5% 4.8% 4.6% 3.4% 

Total construction, Rm 
(Broader definition)

1
 

135 430 158 941 182 537 184 076 178 296 161 770 172 141 190 527 

Total construction 
(Revised Estimates) 

92 903 99 192 96 821 85 358 82 051 82 803 87 994 92 823 

% of GFCF
2
 (Based on 

revised estimates) 
27.49% 25.79% 25.75% 23.58% 21.96% 21.83% 22.43% 22.19% 

% of GDP
3
 (Based on 

revised estimates) 
5.30% 5.47% 5.43% 4.65% 4.32% 4.16% 4.23% 4.31% 

Annual Percentage 
Change 

12.54% 6.77% -2.39% -11.84% -3.87% 0.92% 6.27% 5.49% 

Note: SARB conducted five year revision in 3rd quarter 2009, and changed base year from 2000 to 2005 

Broader definition includes mechanical, electrical and engineering equipment 

SAFCEC Turnover relates to actual construction (excluding equipment) 

Table 22: Outlook for investment in construction, by key segment: 2007 – 2014, Rm 2005 prices 

 2007 2008 2009 2010 2011 2012 2013 2014 

Total construction, Rm 
2005 prices (excl 
equipment) 

92 903 99 192 96 821 85 358 82 051 82 803 87 994 92 823 

Building 69756 70236 70964 69766 66272 66550 69303 72263 

Residential 35 882 33 257 30 202 28 130 27 342 28 983 31 736 33 006 

Non-residential 33 874 36 979 40 762 41 636 38 930 37 567 37 567 39 258 

Civil Turnover (based on 
Safcec turnover)

4
 

23 147 28 956 25 857 15 592 15 779 16 252 18 690 20 559 

 

                                                                 
1 Total Gross Fixed capital formation (residential , non-residential and civil construction works) as per the South African 

Reserve Bank Quarterly Bulletin. Please note this information is subject to regular revisions.  
2 Gross Fixed Capital Formation 
3 Gross Domestic Product 
4 Industry Insight estimates based on SAFCEC estimates of construction industry turnover 
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Table 23: Investment in construction, Constant 2005 prices  

 
Residential Non-residential Total buildings 

Civil construction 
(Official SARB) 

Total construction 

2001 18684 22887 41571 24679 66250 

2002 18340 21131 39471 27100 66571 

2003 19586 22614 42200 34371 76571 

2004 25877 24925 50802 38116 88918 

2005 33455 26565 60020 40739 100759 

2006 36198 29567 65765 47879 113644 

2007 35882 33874 69756 65674 135430 

2008 33257 36979 70236 88705 158941 

2009 30202 40762 70964 111573 182537 

2010 28130 41636 69766 114310 184076 

Quarter Annualised 

 2008Q3 33552 36124 69676 83547 153223 

2008Q4 33093 37678 70771 95859 166630 

2009Q1 32172 38911 71083 99049 170132 

2009Q2 31092 40600 71692 108439 180131 

2009Q3 30458 40612 71070 111440 182510 

2009Q4 29915 40789 70704 112819 183523 

2010Q1 29343 41047 70390 113594 183984 

2010Q2 28796 41076 69872 114024 183896 

2010Q3 28302 41664 69966 114307 184273 

2010Q4 27850 41876 69726 114434 184160 

2011Q1 27572 41928 69500 114475 183975 

 
Source: South African Reserve Bank 
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Table 24: Investment in construction, Constant 2005 prices: Y-Y % CHG 

 Residential Non-residential Total buildings Civil construction Total construction 

2001 3.4% 7.0% 5.3% -11.1% -1.5% 

2002 -1.8% -7.7% -5.1% 9.8% 0.5% 

2003 6.8% 7.0% 6.9% 26.8% 15.0% 

2004 32.1% 10.2% 20.4% 10.9% 16.1% 

2005 29.3% 6.6% 18.1% 6.9% 13.3% 

2006 8.2% 11.3% 9.6% 17.5% 12.8% 

2007 -0.9% 14.6% 6.1% 37.2% 19.2% 

2008 -7.3% 9.2% 0.7% 35.1% 17.4% 

2009 -9.2% 10.2% 1.0% 25.8% 14.8% 

2010 -6.9% 2.1% -1.7% 2.5% 0.8% 

Quarter 

2008Q3 -8.3% 7.7% -0.7% 31.1% 14.5% 

2008Q4 -7.0% 10.7% 1.7% 44.1% 22.4% 

2009Q1 -6.9% 12.1% 2.6% 33.8% 18.7% 

2009Q2 -9.1% 15.3% 3.3% 42.0% 23.6% 

2009Q3 -9.2% 12.4% 2.0% 33.4% 19.1% 

2009Q4 -9.6% 8.3% -0.1% 17.7% 10.1% 

2010Q1 -8.8% 5.5% -1.0% 14.7% 8.1% 

2010Q2 -7.4% 1.2% -2.5% 5.2% 2.1% 

2010Q2 -7.1% 2.6% -1.6% 2.6% 1.0% 

2010Q3 -6.9% 2.7% -1.4% 1.4% 0.3% 

2010Q4 -6.0% 2.1% -1.3% 0.8% 0.0% 

2011Q1 -4.9% 2.1% -0.8% 0.4% 0.0% 

Source: South African Reserve Bank 
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Table 25: Market Share by Type of Project, (based on the nominal value of construction projects awarded) 

Sector Project Type 2010 2011 
Q1 

2011 
Q2 

Change in 
Market Share  

2011Q2 vs 
2010Q2 

Change in 
Market Share  

2011Q2 vs 
2011Q1 

B
u

ild
in

g 

Building Other 2.4% 1.2% 0.7% -3.1% -0.5% 

Commercial 17.0% 27.4% 11.9% -16.5% -15.4% 

Education 13.4% 14.5% 7.7% -13.5% -6.8% 

Entertainment 0.9% 0.4% 1.5% -0.5% 1.1% 

Gambling 0.0% 0.0% 1.3% 1.3% 1.3% 

Health 8.9% 6.4% 18.6% 12.7% 12.2% 

Hotels 0.6% 0.6% 0.1% -0.8% -0.5% 

Housing 28.7% 27.2% 17.1% 4.4% -10.2% 

Industrial 6.1% 4.6% 18.3% 10.4% 13.6% 

Low-income housing 8.7% 4.7% 3.5% 1.6% -1.2% 

Protective 3.0% 6.6% 3.0% -0.4% -3.6% 

Retail 10.3% 6.3% 16.2% 4.3% 10.0% 

C
iv

il 

Air 0.5% 0.0% 0.0% 0.0% 0.1% 

Bridges 1.7% 2.7% 0.1% 1.2% 1.2% 

Civil Other 11.3% 3.2% 5.0% 7.4% 6.7% 

Power 8.4% 10.9% 2.5% 9.1% 7.1% 

Rail 2.0% 1.4% 1.9% 0.0% 1.2% 

Road 43.9% 46.2% 58.3% 55.2% 52.5% 

Water 32.2% 35.4% 32.1% 27.1% 31.1% 

Building Projects  
57.7% 53.7% 59.6% -3.7% 5.9% 

Civil Projects  
42.3% 46.3% 40.4% 3.7% -5.9% 

Source: Industry Insight project database 
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Table 26: Large construction projects awarded: 2010Q2 (Source Databuild) 

Sector Description 
R mill 

(Current 
prices) 

Expected 
Start Date 

Period 
in 

months 
Province Client 

Building 
Upgrade of Hospital - Cecilia 
Makiwane - Phase 4C 

900 June 2011 42 Eastern Cape 
Coega Development 
Corporation 

Civil 
New Water and Wastewater 
Treatment Plants - Project 
Bravo 

800 
22 September 
2010 

60 Mpumalanga Eskom 

Building 
New Residential Development - 
Azure - Eden-On-The-Bay 

600 Jun/Jul 2011 12 Western Cape Asrin Property Developers 

Building The Villa Mall 560 January 2009 24 Gauteng Capicol (Pty) Ltd 

Building 
New OPD, Casualty and 
Remainder of Clinical Areas at 
St Patricks Hospital 

350 1 June 2011 36 Eastern Cape 
Eastern Cape Province - 
Works Department 

Civil Reseal of Road 309 14 March 2011 27 Limpopo 
South African National 
Roads Agency Limited 

Building 
Extension of Pepkor 
Distribution Centre 

300 1 June 2011 15 Gauteng Redefine Properties 

Building 
New Melrose Arch Residential - 
Phase 3 

300 6 June 2011 18 Gauteng Amdec Developments 

Building New Military Health Depot 300 7 March 2011 22 Gauteng 
Public Works Department 
(Regional) 

Building 
Refurbishment of Existing 
Structure into Medical Facility 

297 15 June 2011 24 Gauteng 
Public Works Department 
(Regional) 

Building New Warehouse - Ellerines 280 July 2011 9 Kwazulu Natal Ellerines 

Building New Shopping Centre - Phase 1 260 1 March 2011 12 Kwazulu Natal Zenprop Property Holdings 

Building New Newcastle Mall - Phase 1 245 1 March 2011 13 Kwazulu Natal Zenprop Property Holdings 

Civil Upgrading of Portion of Road 242 11 March 2011 24 Limpopo 
Roads Agency Limpopo 
(Pty) Ltd 

Building 
Additions to Nelson Mandela 
School of Medicine - K-Rith 
Phase 2 

230 
25 October 
2010 

20 Kwazulu Natal University of Kwazulu-Natal 

Civil 
New Taxi Rank, Temporary Taxi 
Relocation and Bus Drop off 
Points 

205 4 July 2011 16 Limpopo 
Department of Roads and 
Transport 

Building 
Impilo Residential and Retail 
Development 

200 25 May 2009 20 Kwazulu Natal 
Unknown client in the 
private sector 

Building 
New Pick n Pay Distribution 
Centre - Ottery 

200 
November 
2010 

10 Western Cape 
Unknown client in the 
private sector 

Civil Extension to Civil Works 196 June 2011 33 Gauteng 
Johannesburg Water (Pty) 
Ltd 

Civil New Water Pipeline 193 July 2011 16 Eastern Cape 
Nelson Mandela 
Municipality - Supply Chain 
Management 

Building 
New Shopping Centre - 
Stretford Town Square 

190 May 2011 10 Gauteng Capstone 500 

Building 
New Shopping Centre - 
Parklands 

180 23 May 2011 10 Western Cape 
Shoprite / Checkers 
Property Limited 

Civil New Water Supply 180 3 May 2011 16 Eastern Cape 
Nelson Mandela 
Municipality - Supply Chain 
Management 

Civil 
Strengthening of National 
Route 

173 1 July 2011 30 
Northern 
Cape 

South African National 
Roads Agency Limited 

Civil 
Rehabilitation of National 
Route 

170 
28 February 
2011 

22 Mpumalanga 
South African National 
Roads Agency Limited 
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Civil Upgrading of National Route 163 20 April 2011 18 Eastern Cape 
South African National 
Roads Agency Limited 

Building 
New Office Development - 
Podium at Menlyn 

160 13 June 2011 12 Gauteng Eris Property Group 

Building Additions to Boardwalk Casino 156 4 May 2011 18 Eastern Cape Sun International Limited 

Building New Massmart Warehouse 154 16 March 2011 12 Kwazulu Natal Massmart Head Office 

Civil 
Rehabilitation of National 
Route 

152 30 May 2011 21 Kwazulu Natal 
South African National 
Roads Agency Limited 

Civil 
New Housing Project - 
ETafuleni Phase 1 

147 1 June 2011 24 Kwazulu Natal 
Ethekwini Municipality - 
City Engineers Department 

Building 
Alterations and Additions to 
Dorbyl Factory 

140 23 May 2011 12 Gauteng DCD-Dorbyl (Pty) Ltd 

Building 
New Distribution Centre - UTI 
Pharma 

140 17 May 2011 14 Gauteng Intaprop 

Civil 
Maintenance of Mechanical 
and Electrical Infrastructure 

135 
14 January 
2011 

30 
North West 
Province 

Public Works Department 
(National) 

Building 
Refurbishment of Residential 
Units 

125 
September 
2010 

12 Free State 
Harmony Gold Mining 
Company Limited 

Building 
Kosmosdal Housing 
Development - Ext 53 

120 July 2011  Gauteng Blue Gate Properties 

Civil 
Partial Reconstruction of 
National Road 

119 31 May 2011 18 Mpumalanga 
South African National 
Roads Agency Limited 

Civil 
New Housing Project - 
Ntuzuma Unit D - Phase 2 and 3 

118 1 June 2011 20 Kwazulu Natal 
Ethekwini Municipality - 
City Engineers Department 

Civil 
Installation, Repair and 
Maintenance of Bulk Water 

112 13 April 2011 36 Gauteng 
Ekurhuleni Metropolitan 
Municipality - Tender Office 

Building 
Extension to Highveld Mall - 
Phase 3 

110 31 May 2011 12 Mpumalanga 
Flanagan and Gerard 
Property Development 

Building 
Additions to G J Crookes 
Hospital - Phase 2,3 and 4 

107 May 2011 30 Kwazulu Natal 
Department of Public 
Works Southern Regional 
Office 

Civil New Sludge Handling Facility 105 2011 24 Gauteng 
Johannesburg Water (Pty) 
Ltd 

Building 
New Warehouses - Distell - 
Phase 3 

100 
7 February 
2011 

10 Gauteng Distell Limited 

Building 
New Residential Development - 
Jukskei View Housing 

98 
17 January 
2011 

24 Gauteng Calgro Homes (Pty) Ltd 

Building 
New Mixed Use Development - 
Amalfi 

90 June 2011 10 Western Cape Two Oceans Properties 

Building 
New Northlands Corner 
Shopping Centre 

85 April 2010 20 Gauteng Northlands Projects 

Civil Periodic Maintenance of Roads 70 1 June 2011 12 
Northern 
Cape 

South African National 
Roads Agency Limited 

Building 
Upgrade and Refurbishment of 
432 Rental Housing Units 

58 18 May 2011 26 Western Cape 
Aurecon South Africa (Pty) 
Ltd 

Building 
Upgrading and Refurbishment 
of Housing Rental Units -The 
Range - 288 Units 

45 
16 February 
2011 

20 Western Cape 
City of Cape Town - South 
Peninsula Administration 

Civil Periodic Maintenance of Roads 45 1 June 2011 11 
Northern 
Cape 

South African National 
Roads Agency Limited 

Civil Routine Road Maintenance 38 3 May 2011 36 
Northern 
Cape 

South African National 
Roads Agency Limited 
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Building 
New Apartments - Katara - 
Phase 1 

13 3 May 2011 6 Gauteng Balwin Properties 

Civil 
New Water Reticulation - Phase 
1B 

9 April 2011 10 Eastern Cape 
Amathole District 
Municipality 

Building 
Reconstruction of Storm 
Damaged Houses - 988 Units 

6 July 2011 6 Eastern Cape 
Buffalo City Municipality - 
East London Administration 

Building 
New Pick and Pay Distribution 
Centre and Ancillary Buildings - 
Phase 3 

0 1 June 2011 10 Kwazulu Natal 
Pick `n Pay Retailers (Pty) 
Ltd 

Building Stoneridge Office Park 0 16 March 2011 6 Gauteng Abland (Pty) Ltd 

       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       

Source: Databuild, Industry Insight 
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High profile Projects announcements: 2nd Quarter 
2011  

 

Figure 63: High impact construction projects announced 2011Q2 

Table 27: High impact projects announced / awarded during 2011Q2 

 
 

Value R 
millions 

Gauteng 2865 

New Office Building for Government Department - 
Agrivaal 365 

Rebuilding and Expanding a furnace at Nampak 
Wiegand Glass’ Bottle Manufacturing Facility  500 

Constitution Hill Precinct Development 2000 
Kwazulu Natal 25000 

Cornubia Mixed-Use Development 20000 
iDube Trade Port - Dube City 5000 
New Cruise Ship Terminal - Durban Harbour  

Limpopo Province 3000 

Sephaku Clinker and Cement Production Facility 3000 
Western Cape 14700 

PPC Cement Plant Upgrade - Riebeeck 1500 
AfriSam Cement Plant 2200 
CTICC Expansion 4500 
District Six Redevelopment 6500 

Grand Total 45565 

The project listing in the second quarter 
was dominated by the R20 bn Cornubia 
Development in Kwazulu Natal (initially 
announced in 2009) which went out to 
tender in 2011Q2.  Construction is due to 
start in the next few months.  Still in 
Kwazulu Natal a significant projects is the 
announcement of Dube City, Africa’s first 
green urban precinct development.  

The value of the new cruise ship terminal 
in Cape Town was unknown at the time of 
publication.  The Western Cape is 
dominated by cement manufacturers, 
including the CTICC expansion and the 
R6,5bn redevelopment of District Six.  

Details of these projects are available in 
the e-library 

 

New construction projects, with an estimated construction value of 
R45,5bn were announced by various sources, including the media, 
during the 2

nd
 quarter of 2011, compared to (revised) R156bn 

announced in the 1
st

 quarter of 2011 (excluding estimates for the 
proposed additional rail links between Durban and Johannesburg).  
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Tender indices 

Table 28: Construction Tender Index 1998 = 100, by quarter: Annual Change 

Quarter Formal 
Residential 

Housing 

Low-income 
Housing 

Non-residential 
Buildings (Excl 

education) 

Total Buildings 
(excl education) 

Civil Contracts Total 
Construction 

2005 4.7% 14.3% -1.1% 1.0% 1.0% 1.0% 

 -3.0% 21.4% -2.4% -1.3% 6.9% 3.5% 

 -11.6% 20.7% 2.8% 0.0% 14.2% 8.3% 

 -11.2% 4.6% 9.3% 4.0% 19.2% 13.3% 

2006 -10.3% -1.3% 5.1% 1.1% 14.3% 9.2% 

 -12.4% -10.2% 2.5% -2.0% 10.3% 5.4% 

 -8.5% -18.9% 3.9% -0.4% 4.2% 2.4% 

 2.1% -10.0% 3.3% 1.1% -3.6% -1.9% 

2007 3.2% 7.3% -0.8% -0.7% -6.1% -4.2% 

 -6.3% 0.6% 1.9% -1.2% -1.8% -1.5% 

 -13.8% 19.0% -5.3% -7.7% 3.0% -1.0% 

 -22.4% 27.1% -8.6% -10.5% 1.8% -2.7% 

2008 -39.4% 14.3% -13.8% -17.5% 4.5% -3.6% 

 -48.5% 11.9% -16.4% -20.4% 2.3% -6.1% 

 -49.0% 18.9% -12.8% -16.7% -0.5% -6.2% 

 -53.5% 13.1% -6.8% -13.3% 3.0% -2.5% 

2009 -63.4% 2.7% -1.7% -11.7% 7.0% 1.1% 

 -59.2% 22.5% 1.8% -6.3% 7.3% 3.1% 

 -55.7% 10.9% -1.3% -8.4% 4.2% 0.3% 

 -53.6% -2.9% -13.7% -17.0% -4.5% -8.3% 

2010 -44.5% 0.5% -19.7% -18.0% -17.0% -17.3% 

 -44.8% -10.6% -26.4% -24.5% -23.2% -23.6% 

 -50.4% -30.9% -24.3% -24.4% -23.4% -23.7% 

 -44.9% -21.4% -13.9% -14.7% -20.4% -18.8% 

2011 -32.4% 4.2% 0.8% -0.3% -6.4% -4.7% 
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Table 29: Construction Tender Index 1998 = 100, by quarter: Smoothed 
Quarter Formal 

Residential 
Housing 

Low-income 
Housing 

Non-residential 
Buildings (Excl 

education) 

Total Buildings 
(excl education) 

Civil Contracts Total 
Construction 

2005 312.0 121.6 254.3 249.6 230.8 237.7 

 335.5 140.8 252.2 254.8 224.4 235.6 

 317.0 140.0 267.3 261.7 243.4 250.1 

 286.5 128.0 269.2 255.9 265.1 261.7 

2006 280.0 120.0 267.3 252.4 263.8 259.6 

 294.0 126.4 258.4 249.6 247.6 248.3 

 290.0 113.6 277.6 260.7 253.6 256.2 

 292.5 115.2 278.0 258.7 255.6 256.8 

2007 289.0 128.8 265.2 250.7 247.6 248.8 

 275.5 127.2 263.3 246.7 243.3 244.5 

 250.0 135.2 262.9 240.5 261.2 253.6 

 227.0 146.4 254.2 231.5 260.3 249.8 

2008 175.0 147.2 228.5 206.9 258.9 239.8 

 142.0 142.4 220.2 196.4 248.8 229.6 

 127.5 160.8 229.1 200.5 259.8 238.0 

 105.5 165.6 236.9 200.8 268.2 243.4 

2009 64.0 151.2 224.5 182.7 276.9 242.3 

 58.0 174.4 224.3 184.1 267.0 236.6 

 56.5 178.4 226.2 183.5 270.6 238.7 

 49.0 160.8 204.5 166.6 256.2 223.3 

2010 35.5 152.0 180.4 149.8 230.0 200.5 

 32.0 156.0 165.0 138.9 205.2 180.9 

 28.0 123.2 171.3 138.7 207.3 182.1 

 27.0 126.4 176.0 142.1 203.9 181.3 

2011 24.0 158.4 181.8 149.4 215.2 191.0 
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Macro Economic Forecasts: Base Case Scenario 
GDP (2005PRICES) 2007 2008 2009 2010 2011 2012 2013 2014 

Real Gross Domestic 
Product (Rm) 

1 752 356 1 814 134 1 783 617 1 834 435 1 899 076 1 990 599 2 081 580 2 152 754 

   % Change 5.6% 3.5% -1.7% 2.8% 3.5% 4.8% 4.6% 3.4% 

HOUSEHOLD 
CONSUMPTION 

        

Real Household 
Consumption Expenditure 

1 132 520 1 157 229 1 134 152 1 184 324 1 244 496 1 304 237 1 297 759 1 332 451 

   % Change 5.5% 2.2% -2.0% 4.4% 5.1% 4.8% -0.5% 2.7% 

   Non-durable goods 419355 422661 411 199 419 869 436 664 458 497 449 327 453 820 

      % Change 5.0% 0.8% -2.7% 2.1% 4.0% 5.0% -2.0% 1.0% 

   Semi-durable goods 122156 127267 125 023 133 088 143 735 155 090 153 539 161 216 

      % Change 11.3% 4.2% -1.8% 6.5% 8.0% 7.9% -1.0% 5.0% 

   Durable goods 121401 110023 99 492 123 393 133 264 135 930 131 852 131 852 

      % Change 1.9% -9.4% -9.6% 24.0% 8.0% 2.0% -3.0% 0.0% 

   Services 469608 497278 498 438 507 974 530 833 554 720 563 041 585 563 

      % Change 5.5% 5.9% 0.2% 1.9% 4.5% 4.5% 1.5% 4.0% 

FIXED CAPITAL FORMATION         

Real Gross Domestic Fixed 
Investment (GDFI) 

337 949 384 655 376 030 361 999 373 644 379 254 392 383 418 354 

   % Change 14.3% 13.8% -2.2% -3.7% 3.2% 1.5% 3.5% 6.6% 

   Residential 35 882 33 257 30 202 28 130 27 342 28 983 31 736 33 006 

      % Change -0.9% -7.3% -9.2% -6.9% -2.8% 6.0% 9.5% 4.0% 

   Non-residential buildings 33 874 36 979 40 762 41 636 38 930 37 567 37 567 39 258 

      % Change 14.6% 9.2% 10.2% 2.1% -6.5% -3.5% 0.0% 4.5% 

   Machinery and equipment 126579 143 929 110 453 95 230 104 753 113 133 113 133 118 790 

      % Change 11.9% 13.7% -23.3% -13.8% 10.0% 8.0% 0.0% 5.0% 

Computers and related 
equipment 

22 585 26 653 25 251 23 641 26 005 29 906 29 009 29 009 

      % Change 15.6% 18.0% -5.3% -6.4% 10.0% 15.0% -3.0% 0.0% 

   Transport equipment 44146 48 276 51 470 52 048 57 773 67 595 70 974 72 394 

      % Change 10.8% 9.4% 6.6% 1.1% 11.0% 17.0% 5.0% 2.0% 

Construction Works 65 674 88 705 111 573 114 310 112 024 95 220 102 838 118 264 

      % Change 37.2% 35.1% 25.8% 2.5% -2.0% -15.0% 8.0% 15.0% 

Civil Turnover SAFCEC 23 147 28 956 25 857 15 592 15 779 16 252 18 690 20 559 

      % Change 37.89% 25.10% -10.70% -39.70% 1.20% 3.00% 15.00% 10.00% 

   Transfer pricing 9 209 6 856 6 319 7 004 6 816 6 850 7 125 7 634 

Inventory Investment 19824 -12363 -34 492 -3 826 5 000 10 000 20 000 -5 000 

Real Government 
Consumption Expenditure 

333871 349646 366 519 383 223 398 552 414 494 430 659 450 039 

   % Change 4.1% 4.7% 4.8% 4.6% 4.0% 4.0% 3.9% 4.5% 

Residual -406 6261 11 031 5 246 -8 000 -5 000 -5 000 -5 000 

Real Gross Domestic 
Expenditure 

1 823 758 1 885 428 1 853 240 1 930 966 2 013 692 2 102 985 2 135 801 2 190 844 

   % Change 6.4% 3.4% -1.7% 4.2% 4.3% 4.4% 1.6% 2.6% 

Real Exports of Goods and 
Services 

492557 501196 403 304 421 589 455 316 491 741 501 576 506 592 

   % Change 6.6% 1.8% -19.5% 4.5% 8.0% 8.0% 2.0% 1.0% 

Real Imports of Goods and 
Services 

563959 572490 472 927 518 120 569 932 604 128 555 798 544 682 

   % Change 9.0% 1.5% -17.4% 9.6% 10.00% 6.00% -8.00% -2.00% 

PRICES         

Prime Overdraft Rate (%) - 
End of period 

14.5 15.0 10.50 9.55 9.05 10.42 11.58 12.00 

Rand/Dollar Exchange Rate - 
Average 

7.04 8.30 8.43 7.30 6.80 7.00 7.10 7.20 

CPI Inflation Rate (% year-
on-year) 

6.5 10.9 7.2 4.3 4.8 5.5 5.7 5.9 
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