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Economic growth note: Q2.22 is showing strong evidence of a materially weaker 
growth than Q1.22 but overall 2022 should near 3.0% y/y  
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   2022 is on track for a stronger outcome than anticipated, with the 1.8% growth rate 
forecast at the start of this year potentially too weak, although April’s flood damage to 
economic capacity, higher interest rates and slowing global growth will provide some 
limitations.  

•   Yesterday’s GDP print surprised on the upside at 1.9% y/y, versus expectations closer to 
1.0% y/y, and raises the base substantially from which the following quarters for 2022 will 
roll off, allowing for a faster GDP growth reading for 2022 than previously forecast. 

•   Electricity outages will however eat into the economy’s growth potential to a degree in 
Q2.22 and Q3.22, with Eskom exceeding its previous worst case scenario. The energy 
availability factor was at 61% of total capacity at the end of May and is expected to average 
59% in 2022. 



•   May saw significant loadshedding, with its operational reserve margin severely eroded in 
the second half, although the start of May also suffered supply constraints, as did parts of 
April. Q1.22 had less loadshedding in comparison, and electricity production rose 2.0% 
qqsa.  

•   Data on electricity production from Eskom for April and May show that electricity 
production will be significantly lower in Q2.22, which will also adversely affect 
manufacturing output, a heavy user of electricity. Q1.22 saw a 4.9% qqsa expansion in 
manufacturing production. 

•  With lockdown restrictions lifted in Q1.22, and expectations of strong global demand in 
January, manufacturing ramped up, with Q1.22 also gaining from base effects as Q4.21 
was still weaker than activity before the July riots, as the sector took six months to 
recover.  

•   The destructive nature of the floods in April this year in KZN saw some warehouses, 
factories and distribution hubs damaged, impacting supply chains, and economic activity 
will be negatively impacted in Q2.22,  but not to the extent of the July 2021 riots’ effect. 

•  Globally, economic recovery aided GDP growth in SA in 2021, led by China and the US, 
key trading partners of SA along with Europe. However, slowing global growth, particularly 
in 2023 on the lagged effects of higher interest rates, is expected to impact SA’s 
performance.  

•  2022 is likely to see better growth in H2.22 than in Q2.22 (with demand  also impacted by 
China’s lockdowns), but the high base of Q1.22 will still push up GDP for the rest of this 
year significantly, and H2.22 will benefit from the weak base of H2.21 caused by the 
period’s riots. 
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•   KwaZulu Natal has the second largest GDP contribution, at 15.9% (after Gauteng’s 
34.5%, Western Cape 13.6% and the other provinces each below 10%) and April is likely 
to see slower growth, already reflected in the trade figures following the floods. 



•   Damage to infrastructure from the KZN floods is in the process of being assessed, cleared 
and restored, but this will not happen rapidly, nor immediately, and some businesses need 
to restock and repair from the harsh impact. 

•   KwaZulu Natal is the second most populous province, at 11.5m people (Gauteng is the 
most populous at 15.8m), with the floods particularly damaging to lives. Business 
confidence eased in KZN  in Q2.22 (reported today), to below the neutral 50 mark. 

• KwaZulu Natal has been popular as a lifestyle choice and the coastal regions in particular 
have benefitted, boosting the economy particularly on the north coast, but the recent 
damaging weather, exacerbated by climate change will lead to some reassessment. 

•   The impact of climate change, which tends to significantly worsen weather patterns, in 
itself is also supposed to get stronger. That is, adverse weather conditions caused by 
climate change are expected to worsen over the next few decades.  

•   This means that severe weather conditions will happen with increased regularity, both 
droughts and floods, along with destructive winds and precipitation (which includes hail, 
snow and sleet), while sea levels will rise. 

•   The damage from climate change is expected to increase (with  various scenarios 
depending on how rapidly the world heats by the end of this century, and concomitant 
efforts to reduce carbon emissions), and this will have a negative effect on economic 
growth.  

•  Today’s business confidence reading ties in with other early data on Q2.22, indicating that 
the economy will see a much slower pace of economic growth in Q2.22 than in Q1.22. For 
2023, economic growth could prove lower than previously expected on higher interest 
rates. 

• With economic growth expected around 2.0% y/y for 2022 (Bloomberg consensus 1.9% 
y/y) prior to the release of the Q1.22 GDP figures yesterday, expectations will now rise to 
likely closer to 3.0% y/y for the 2022 GDP growth outcome.  

    
 



 

   
 

 
 

  



 

 

  
 

   

   



 

   

  
 

  
 

 

 


