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Figure 1: Manufacturing capacity utilisation and underutilization of production (%) - breakdown
2019 2020 2021
Aug Nov Feb May Aug Nov Feb May
Utilisation of production capacity 80.3 811 775 598 726 793 76.3 78.6
Underutilisation of productive capacity 19.7 18.9 225 402 274 207 23.7 214

Shortage of raw materials 2.5 2.5 2.8 3.3 3.2 29 37 4.0
Shortage of skilled labour 1.0 1.0 1.1 14 1.1 1.0 0.8 1.0
Shortage of semi-unskilled labour 0.2 0.2 0.2 0.3 0.3 0.1 0.2 0.2
Insufficient demand 124 116 129 191 156 111 118 111
Other 3.6 36 55 161 72 56 72 5.3

Source: Stats SA

In May 2021, the capacity utilisation of manufacturing production (the data is collected once every
three months) rose to 78.6% of total capacity, from 76.3% in February, and 59.8% in May 2020.
However, today’s reading is still well below the 83.4% average during the Thabo Mbeki period of good
governance of SA in the bulk of the 2000s, which saw the fastest sustained period of growth.

The second and third quarters’ of the year typically see improvement in manufacturing utilisation, while
the first dips - the month of January sees both a slow return to work and start to production for the
year after the festive spend while retailers and wholesalers build up inventory before the holidays,
then run it down in the January/February sales. However, South Africa’s third quarter will see
substantial damage to its manufacturing capacity from July’s violent riots, and this will have a lengthy
effect over 2022 as well, with rebuilding of infrastructure yet to commence generally.

Other countries which have seen severe damage to their economies from riot action have brought in
a wide range of fiscal measures, including tax exemptions in distressed sectors, VAT exemptions on
construction goods and services to assist in rebuilding infrastructure, VAT rebates to reduce food
poverty, job creation initiatives, grants and cash transfers to afflicted small businesses and the poor.
Gauteng’s economic recovery plan includes some focus on these as well as identifying the need to
bolster business confidence and funding for re-building, allocating R100million to rebuilding township
development, including township industrialisation, special economic zones as well as backyard shack
upgrades to create thousands of commercial and residential units in townships.

Up to a billion rand of blended finance is eventually envisioned to be matched rand for rand by private
sector contributors and include 50% grant/50% loans for businesses in distress from the riots.

Figure 2: Capacity utilization in manufacturing production vs growth in manufacturing production

100 ~ 9, %
- 40
MW' AV 2 W Y\
80 _’A‘W'/ /= —\‘.N./\,-/\ A = '\’\¢\ > 10
60 T T T T T T T T T T T T '60
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2017 2019 2021
Business cycle downward phase ——Capacity utilisation (LHS) Manufacturing % q/q (RHS)

Source: Stats SA
1



e
“Investec

{"F I'J_'l.-‘f

13
Capacity utilisation: lifts in Q2.21, while Gauteng announced a raft of plans 'H\} f_
to boost economic activity and repair in townships post the riots

Thursday 5 August 2021
& - o
Figure 3: Capacity utilization in manufacturing production vs PMI
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= The planned measures further extend to a retail support fund for very small enterprises, typically
black owned, who don’t have access to bank finance and are in the targeted distressed economic
regions. Additionally, the retail support fund is exploring potential support for small retailers which
were not damaged but lost trading days, while also looking to assist with rental concessions,
potentially through a broader rebate package from the Gauteng Provincial Government and the
private sector partnering in funding the initiative.

= The fund may also be extended to upgrade informal trading facilities near malls to integrate them
into the retail complex. Additionally, a property sector partnership is envisioned as a platform for
property developers to finance transformation of the townships that surround developments.
Furthermore, the South African Property Owners Association (SAPOA) in the partnership will support
Gauteng’s rebuilding of the township economies, as well as the transformation acceleration
programme. Additionally, SAPOA has proposed a joint intelligence and security coordination
structure, as well as fast tracking of SASRIA and TERS payments.

Figure 4: Utilisation of production capacity in the manufacturing industry by division

Manufacturing divisions Weight  Contribution % ch yly
Food and beverages 27.14 81.7 13.2
Textiles, clothing, leather and footwear 3.08 68.0 24.6
Wood and wood products, paper, publishing and printing 11.46 82.5 24.8
Petroleum, chemical products, rubber and plastic products 22.52 77.8 11.4
Glass and non-metallic mineral products 3.07 77.8 34.2
Basic iron and steel, non-ferrous metal products, metal 18.59 74.3 19.0
products and machinery
Electrical machinery 1.64 79.6 24.6
Radio, television and communication apparatus and 1.52 81.1 9.9
professional equipment
Motor vehicles, parts and accessories and other transport 7.96 80.4 34.1
equipment
Furniture and other manufacturing 3.03 76.8 42.7
Total manufacturing 100 78.6 18.8
Source: Stats SA
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Figure 5: Weights according to manufacturing major groups

Food and beverages
Meat, fish, fruit, etc.
Dairy products
Grain mill products
Other food products
Beverages
Textiles, clothing, leather and footwear
Textiles
Other textile products
Knitted, crocheted articles
Wearing apparel
Leather and leather products
Footwear
Wood and wood products, paper, publishing and printing
Sawmilling and planing of wood
Products of wood
Paper and paper products
Publishing
Printing recorded media
Petroleum, chemical products, rubber and plastic products
Coke, petroleum products and nuclear fuel
Basic chemicals
Other chemical products
Rubber products
Plastic products
Glass and non-metallic mineral products
Glass and glass products
Non-metallic mineral products
Basic iron and steel, non-ferrous metal products, metal products and machinery
Basic iron and steel products
Non-ferrous metal products (including precious metals)
Structural metal products
Other fabricated metal products
General purpose machinery
Special purpose machinery
Household appliances
Electrical machinery
Radio, television and communication apparatus and professional equipment
Radio, television and communication apparatus
Professional equipment
Motor vehicles, parts and accessories and other transport equipment
Motor vehicles
Bodies for motor vehicles, trailers and semi-trailers
Parts and accessories
Other transport equipment
Furniture and other manufacturing
Furniture
Other manufacturing groups
Total

2018-2021 (based on
value added for 2016-
2018)
27.14
6.75
2.27
3.55
8.45
6.12
3.08
0.77
0.39
0.09
1.02
0.46
0.35
11.46
1.74
2.61
413
143
1.55
22.52
8.34
4.15
6.15
1.19
2.69
3.06
0.65
2.41
18.59
3.49
2.68
2.02
3.73
2.57
3.35
0.75
1.64
1.52
0.91
0.61
7.96
3.03
0.49
3.21
1.23
3.03
1.06
1.97
100
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Disclaimer

For the purposes of this disclaimer, Investec shall include Investec Bank Limited, its ultimate holding company, a subsidiary (or a
subsidiary of a subsidiary) of that entity, a holding company of that entity or any other subsidiary of that holding company, and any
affiliated entity of any such entities. “Investec Affiliates” shall mean any directors, officers, representatives, employees, advisers or
agents of any part of Investec.

The information and materials presented in this report are provided to you solely for general information and should not be
considered as an offer or solicitation of an offer to sell, buy or subscribe to any securities or any derivative instrument or any other
rights pertaining thereto.

The information in this report has been compiled from sources believed to be reliable, but neither Investec nor any Investec Affiliates
accept liability for any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any
opinions, forecasts or estimates herein constitute a judgement as at the date of this report. There can be no assurance that future
results or events will be consistent with any such opinions, forecasts or estimates. 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. The information in this report and the report itself is subject to change without notice. This report as well as any other
related documents or information may be incomplete, condensed and/or may not contain all material information concerning the
subject of the report; its accuracy cannot be guaranteed. There is no obligation of any kind on Investec or any Investec Affiliates
to update this report or any of the information, opinions, forecasts or estimates contained herein.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position or interest in the
financial instruments or services referred to herein, and may add to or dispose of any such position or may make a market or act
as a principal in any transaction in such financial instruments. Investec (or its directors, officers or employees) 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
prior to the material being published. 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. 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, options and other derivative instruments, can give rise to substantial risk and are
not suitable for all investors.

This report does not contain advice, except as defined by the Corporations Act 2001 (Australia). Specifically, it does not take into
account the objectives, financial situation or needs of any particular person. Investors should not do anything or forebear to do
anything on the basis of this report. Before entering into any arrangement or transaction, investors must consider whether it is
appropriate to do so based on their personal objectives, financial situation and needs and seek financial advice where needed.

No representation or warranty, express or implied, is or will be made in relation to, and no responsibility or liability is or will be
accepted by Investec or any Investec Affiliates as to, or in relation to, the accuracy, reliability, or completeness of the contents of
this report and each entity within Investec (for itself and on behalf of all Investec Affiliates) hereby expressly disclaims any and all
responsibility or liability for the accuracy, reliability and completeness of such information or this research report generally.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933, and
may not be offered or sold in the United States of America or to US persons unless they have been registered under such Act, or
except in compliance with an exemption from the registration requirements of such Act. US entities that are interested in trading
securities listed in this report should contact a US registered broker dealer.

For readers of this report in South Africa: this report is produced by Investec Bank Limited, an authorised financial services provider
and a member of the JSE Limited.

For readers of this report in United Kingdom and Europe: this report is produced by Investec Bank Plc (“IBP”) and was prepared
by the analyst named in this report. IBP is authorised by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority and is a member of the London Stock Exchange. This report is not
intended for retail clients and may only be issued to professional clients and eligible counterparties, and investment professionals
as described in S19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005.
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For readers of this report in Ireland: this report is produced by Investec Bank plc (Irish Branch) and was prepared by the analyst
named in this report. Investec Bank plc (Irish Branch) is authorised by the Prudential Regulation Authority in the United Kingdom
and is regulated by the Central Bank of Ireland for conduct of business rules.

For readers of this report in Australia: this report is issued by Investec Australia Limited, holder of Australian Financial Services
License No. 342737 only to ‘Wholesale Clients’ as defined by S761G of the Corporations Act 2001.

For readers of this report in Hong Kong: this report is distributed in Hong Kong by Investec Capital Asia Limited, a Securities and
Futures Commission licensed corporation (Central Entity Number AFT069) and is intended for distribution to professional investors
(as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)) only. This report is personal to the
recipient and any unauthorised use, redistribution, retransmission or reprinting of this report (whether by digital, mechanical or
other means) is strictly prohibited.

For readers of this report in India: this report is issued by Investec Capital Services (India) Private Limited which is registered with
the Securities and Exchange Board of India.

For readers of this report in Singapore: this report is produced by IBP and issued and distributed in Singapore through Investec
Singapore Pte. Ltd. (“ISPL”), an exempt financial adviser which is regulated by the Monetary Authority of Singapore as a capital
markets services licence holder. This material is intended only for, and may be issued and distributed in Singapore only to,
accredited investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (“SFA”). This
material is not intended to be issued or distributed to any retail or other investors. ISPL may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the
Financial Advisers Regulations. Singapore recipients of this document should contact ISPL at the above address in respect of any
matters arising from, or in connection with, this report.

For readers of this report in Canada: this report is issued by IBP, and may only be issued to persons in Canada who are able to
be categorised as a “permitted client” under National Instrument 31-103 Registration Requirements and Exemptions or to any other
person to whom this report may be lawfully directed. This report may not be relied upon by any person other than the intended
recipient.

The distribution of this document in other jurisdictions may be prohibited by rules, regulations and/or laws of such jurisdiction. Any
failure to comply with such restrictions may constitute a violation of United States securities laws or the laws of any such other
jurisdiction.

This report may have been issued to you by one entity within Investec in the fulfilment of another Investec entity’s agreement to do
so. In doing so, the entity providing the research is in no way acting as agent of the entity with whom you have any such
agreement and in no way is standing as principal or a party to that arrangement.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies
circulated, or disclosed to another party, without the prior written consent of an entity within Investec. Securities referred to in this
report may not be eligible for sale in those jurisdictions where an entity within Investec is not authorised or permitted by local law
to do so. In the event that you contact any representative of Investec in connection with receipt of this report, including any analyst,
you should be advised that this disclaimer applies to any conversation or correspondence that occurs as a result, which is also
engaged in by Investec and any relevant Investec Affiliate solely for the purposes of providing general information only. Any
subsequent business you choose to transact shall be subject to the relevant terms thereof. We may monitor e-mail traffic data and
the content of email. Calls may be monitored and recorded. Investec does not allow the redistribution of this report to non-
professional investors or persons outside the jurisdictions referred to above and Investec cannot be held responsible in any way
for third parties who effect such redistribution or recipients thereof. © 2019.
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