Manufacturing update: The contraction in manufacturing production eased to
-2.1% y/y in February, but continued to be dragged down by the petroleum
category
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Figure 1: Manufacturing growth vs Absa PMI*
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▪ The contraction in manufacturing production eased to -2.1% y/y in February, following January’s -4.2% y/y
(revised) slide. The outcome was however weaker than Bloomberg consensus expectations and was dragged
down largely by the petroleum, chemical products, rubber and plastic products category and the basic iron and
steel, non-ferrous metal products, metal products and machinery grouping.
▪ These divisions which combined make up a marked 41.1% of the manufacturing basket, declined by -8.4% y/y
and -4.8% y/y respectively, detracting -2.7% points from February’s headline outcome.
▪ Conversely, production of motor vehicles, parts and accessories and other transport equipment grew by a
further 13.2% y/y, boosting the topline reading by 1.2% points.
▪ Additionally, the contraction in food and beverage production decelerated notably to -0.7% y/y from -6.1% y/y
in January, accordingly, this category which makes up just over 27.0% of the manufacturing index detracted a
marginal -0.2% points from the headline number in February, compared to -1.8% points in January.
▪ February’s improved manufacturing outcome is in line with the advance indications provided by the February
Absa manufacturing PMI survey which indicated expansions in production and new sales orders during the
month. Export orders lifted relative to January whilst domestic demand also improved likely as a function of the
“loosening of lockdown restrictions.” Indeed, all “major exporting subsectors are relatively optimistic (albeit that
metals still expect lower volumes) about export volumes in 12 months’ time,” according the results of the BER’s
Q1.20 manufacturing survey, largely supported by improved global growth prospects.
▪ Despite this, numerous challenges continue to plague the industry, including raw material supply shortages
underpinned by global supply chain constraints which are driving up input costs. Additionally, heightened
rotational load-shedding remains a key risk, hindering optimal production and growth.

Figure 2: Industry contributions to manufacturing production
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