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Figure 1: SARB Leading Indicator vs Business Cycle 
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Figure 2: SARB Leading Indicator vs GDP  
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Figure 3: Seasonally adjusted, annualised and annual 
real growth rates (%) respectively 

 Q3.09
qqsaa 

Q2.09
qqsaa 

Q1.09 
qqsaa 

2008 
y/y 

Primary Sector -7.0 6.0 -23.4 -1.2 
Agriculture -9.8 -13.1 -3.7 10.9 
Mining -5.8 15.8 -30.7 -5.4 
Secondary Sector 7.0 -6.9 -19.4 3.4 
Manufacturing 7.6 -11.1 -25.5 2.7 
Electricity/Water 4.2 1.9 -8.1 1.0 
Construction 6.1 8.7 10.7 9.3 
Services Sector 0.8 -1.7 -0.9 4.7 
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qqsaa: Quarter/quarter, seasonally adjusted, annualised  
GDP: Gross domestic product. 
 

 

 Executive Summary 
• The SA economy emerged from recession in Q3.09 after 
three successive quarters of contraction, which marked 
the first recession since 1992. The economy grew by 
0.9% qqsaa (-2.8% qqsaa previously), higher than 
consensus estimates of 0.5% qqsaa;  

• There was a marked improvement in manufacturing 
production, we believe due to inventory accumulation, and 
government services. Negative contributions came from 
the finance, real estate and business services, and the 
mining sectors. Domestic demand driven sectors 
(wholesale and retail) were still in recession, indicative of 
the fragility of the demand side of the economy;  

• The latest GDP data is ahead of indications from the 
SARB’s composite leading indicator, which has been on 
an upward trajectory since April. In September, the 
leading indicator recorded 114.6, from a low of 104.9 in 
March, indicating that economic activity should gain 
traction in early 2010, although still below recent historical 
averages; 

• SA’s better than expected GDP outcome closes the door 
on any further interest rate cuts, and potentially brings the 
timing of the first rate hike closer (we expected a 50bp 
hike in October 2010). While the economy technically left 
recession in Q3.09 on the basis of the data published by 
Statistics SA today, a sharp, V shaped recovery is unlikely 
in SA due to its heavy dependence on global demand; 
and the degree of job losses and company failures to 
date.   

 

Analysis  
Primary Sector: Mining and quarrying production contracted 
by 5.8% qqsaa (+15.8% qqsaa previously) due to production 
stoppages resulting from industrial action, routine 
maintenance and mine accidents. Rising commodity prices 
and nascent signs of recovery in global demand bode well 
for the sector. The agricultural sector recorded its third 
consecutive quarterly production decline reflective of slowing 
domestic demand due to the recession and price deflation at 
the producer level.  
Secondary Sector:  Manufacturing production grew for the 
first time since Q2.08, driven by strong growth in petroleum, 
basic metal and steel industries. Most of this growth is likely 
to be inventory build up, as indicated by the PMI data. 
Growth prospects for the sector will largely depend on the 
global recovery and the rand exchange rate will also be key. 
Growth in the construction sector continues to remain 
relatively strong supported mainly by government’s 
infrastructure investment projects.  
Tertiary Sector: The tertiary sector grew somewhat due to 
growth in general government services and personal 
services. Government’s countercyclical fiscal policy through 
increased spending on infrastructure, wages and social 
grants contributed to the improvement in economic activity. 
Benchmarking and Rebasing: The base year has changed 
from 2000 to 2005. This process has resulted in a revision of 
the growth rates between 2002 and 2008.  
Outlook 
Today’s GDP data will be important in boosting business and 
consumer confidence, which are important for the recovery. 
While the recession is technically over, we remain cautious 
about the pace of the recovery as key production sectors are 
still weak. The economy may slip back into a recession on a 
technical basis for one quarter. Domestic demand is still 
fragile and a recovery on that front will be impeded by rising 
job losses. 
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Disclaimer 

 

The information and materials presented in this report are provided to you for information purposes only and are not to be considered as an offer or solicitation of an offer to sell, buy or subscribe to any 
financial instruments. This report is intended for use by professional and business investors only. This report may not be reproduced in whole or in part or otherwise, without the consent of Investec. 

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but neither Investec, nor any of its directors, officers, or employees accepts liability for any 
loss arising from the use hereof or makes any representation as to its accuracy and completeness.  

Investec, and any company or individual connected to it including its directors and employees may to the extent permitted by law, have a position or interest in any investment or service recommended in 
this report. Investec may, to the extent permitted by law, act upon or use the information or opinions presented herein, or research or analysis on which they are based before the material is published.  

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied is made regarding future performance. Information, 
opinions and estimates contained in this report reflect a judgement at its original date of publication by Investec and are subject to change.  

Investec is not agreeing to nor required to update research commentary and data. Therefore, information may not reflect events occurring after the date of publication. The value of any securities or financial 
instruments mentioned in this report can fall as well as rise. Foreign currency denominated securities and financial instruments are subject to fluctuations in exchange rates that may have a positive or 
adverse effect on the value, price or income of such securities or financial instruments. Certain transactions, including those involving futures and options, can give rise to substantial risk and are not 
suitable for all investors.  

Investec may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and 
analytical methods of the analysts who prepared them. 

To our readers in Australia this does not constitute and is not intended to constitute financial product advice for the purposes of the Corporations Act. 

To our readers in the United Kingdom: This report has been issued and approved by Investec Bank (UK) Limited, a firm regulated by the Financial Services Authority Limited and is not for distribution in the 
United Kingdom to private customers as defined by the rules of the Financial Services Authority Limited. 

To our readers in the Republic of Ireland, this report is issued in the Republic of Ireland by Investec Bank (UK) Limited (Irish Branch), a firm regulated by the Financial Services Authority. 

This report is disseminated in South Africa by Investec Bank Limited, a firm regulated by the South African Reserve Bank and in Switzerland by Investec Bank (Switzerland) AG. 

This report is not intended for use or distribution in the United States or for use by any citizen or resident of the United States. 


