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Trade trends



Combining both the influence of the 
global economy, as well as internal 
economic factors, the structure of the 
South African economy has changed 
significantly over the years.  In 1996 the 
primary sectors (including agriculture 
and mining) made a combined 
contribution of 18.0% to GDP (Statistics 
South Africa). This declined to 10.8% 
in 2008. The primary sectors gave 
way for growth in the secondary 
sector (manufacturing, construction) 
which accounted for 19.0% in 2008, 
and tertiary sectors (finance, trade, 
transport and services) which 
accounted for 47.5%. 

The influence of technology and 
innovation is contributing to further 
dominance of the tertiary sectors in the 
South African economy. In just 10 years 
(2009-2017), the tertiary sector has 
expanded to account for almost 50% 
of the South African economy by 2017, 
from 47.5% in 2008, slightly reducing 
the role of the primary and secondary 
sectors. As technology advances, 
the importance of the internet and 
the digital age will see continued 
dominance of the tertiary sectors, 
which provides products and services 
to all other industries in the economy. 
This is the context in which industrial 
and logistics accommodation is 
developing in the economy. 

There is no doubt that manufacturing 
has stagnated in South Africa, 
contributing to a decline in factory 
capacity utilisation and even the 
shutdown of some production plants. 
This has contributed to the decline in 
demand for certain types of industrial 
real estate and depressions in hard 
manufacturing towns. However, as 
the productive centres have changed, 
so have employment and earnings. 
The financial, trade and construction 
sectors have seen the strongest growth 
in employment over recent years, while 
employment in manufacturing has 

maintained a downward trend, and 
employment in the primary sectors 
has stagnated. The result is that the 
economy has seen a structural shift 
towards a more skilled labour force, 
contributing to a higher earnings 
potential among middle to higher 
income households. Along with 
the ongoing demand for essential 
goods such as food, South Africans 
are showing increased demand for 
pharmaceutical and cosmetic goods, 
as well as clothing and footwear. These 
two retail segments have seen the 
fastest growth in recent years.

Industrial accommodation in South Africa has seen a 
transition over the past few years, driven by various 
factors that have contributed to changes in the South 
African economy. This report focuses on the role that 
imports have had on recent developments and the 
implications of this on the industrial real estate sector. 
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Structural change in the economy 

GDP contribution by major sector 

Source: Statistics South Africa
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Light industrial accommodation takes over 

In just 10 years (2007-2017),  
South Africa has seen a total of  
14.5 million square metres of industrial 
and warehousing accommodation 
developments come to completion 
(Statistics South Africa). Overall, 
Gauteng accounts for 41% of 
completed industrial developments, 
which have been dominated by 
warehousing and logistics plans. The 
province is followed by the Western 
Cape at a 26% share and KwaZulu-
Natal at a 19% share of total industrial 
developments. It is not surprising 
that these are the provinces with the 
largest cities in South Africa, hosting 
a majority of the population and its 
spending power. However, previously 
under-serviced provinces are seeing a 
greater number of completions on an 
annual basis, most notably the coastal 
province of the Eastern Cape where 
the Coega Special Economic Zone is 
developing, focused on fostering the 
growth of export orientated industries 
and manufactured goods.

It is interesting to note the correlation 
in industrial and retail accommodation 
completions through the past 
few years, highlighting the strong 
relationship between imports, logistics 
and consumer expediture though retail 
accommodation. 

Average growth in industrial completions (2007-2017)  

Building completions - industrial vs retail

Source: Statistics South Africa

Source: Statistics South Africa

The growing significance of imports in South Africa

The inflow of 
final goods 
has led to 
increased 
demand for 
storage, 
logistics and 
warehousing 
services

Global trade and the competitive 
advantage of trade partners has seen 
South Africa become a net importer 
of goods and services. The economy 
has seen the rise in imported goods 
with competitive prices and product 
preferences contributing to consumer 
behaviour. In the time that primary 
sectors and manufacturing have seen a 
declining role in the economic make up 
of South Africa, imports have come to 
play a greater role, accounting for 30% 
of GDP from 2008 to 2017, from 24% 
from 1996 to 2007. This has contributed 
to a growing demand for logistics 
and warehousing which continues to 
expand. 

The inflow of final goods, most being 
consumer goods, has contributed to 
the increased demand for storage, 
logistics and warehousing services in 
South Africa, and a clear correlation 
is visible in the trend of wholesale 
and retail trade sales in comparison 
to imports. Following the economic 
recession of 2009, retail and wholesale 
trade sales at constant prices have 
achieved a 3.0% y/y growth average 
(2011-2017), well above the overall 
GDP growth rate of the country. Trade 
has significantly carried the South 
African economy, with consumption 
accounting for more than 61% of GDP.  
 

A significant portion of this 
consumption is driven by imported 
goods and one could argue that 
imports activity has grown at a faster 
rate, putting pressure on South 
Africa’s infrastructure – ports and 
airfreight terminals are often reported 
as operating at full capacity. Trade 
activity has brought with it increased 
truck utilisation and the growing use of 
national road networks, as well as the 
sprouting of accommodation across 
the country.  This has had a significant 
impact on the specifications of light 
industrial developments of late.  

Annual growth: retail sales (constant prices), wholesale 
trade sales (constant prices) and import volumes 

Source: South African Reserve Bank



Property developers have seen 
a notable change in the kind of 
specifications that industrial 
occupants seek. The gradual 
reduction of manufacturing and 
the rising significance of imports 
has tilted developments towards 
light industrial and warehousing 
space to support growing demand 
for logistics services. Despite 
the prevailing economic climate 
characterised by slower economic 
activity, developers have been 
increasingly investing in speculative 
developments, particularly near port 
cities and international airports, as 
trade ports continue to operate near 
full capacity. 

With this increased demand 
for warehousing and logistics 
accommodation, development 
specifications have also changed for 
industrial occupants. Historically, 
industrial buildings required larger 
office components and needed to 
host higher employee numbers. In 
more modern industrial buildings, 
the office component has reduced 
significantly and buildings are 
made to accommodate increased 
machinery and technology use as 
opposed to labour. 

Lease terms adjusting for 
international occupiers

With the increased presence of 
international occupiers and retailers, 
the local market is beginning to 
adjust to international norms in the 
industrial market, contributing to some 
challenges. Industrial leases are shorter 
to allow businesses to adjust their 
needs according to market conditions, 
which creates uncertainty for the 
landlord. 

Another key difference is the 
attitude towards escalations in the 
global market in comparison to the 
local market. Where South African 
businesses are accustomed to a 
standard annual escalation rate 
agreed to on the signing of the lease, 
international companies require 
a flexible rate, possibly based on 
inflation and an annual review. This 
has balance sheet implications for 
local investors as it affects the stability 
of income and could contribute to 
declining margins as the costs of 
maintaining buildings increases. 
However, landlords are overcoming 
this to be able to cater for a growing 
global interest in South Africa. 

Larger maxi units 
Occupiers are looking for big boxes, particularly for 
distribution and logistics use. Businesses are creating 
efficiencies by doing more with less. High volume 
warehousing buildings make use of technology for 
stacking up large quantities of goods with minimal labour. 

Location
An inefficient rail network has contributed to overuse of 
road infrastructure for the transportation of goods.  
This has turned into a positive opportunity for marketing 
purposes: the importance of location is driven by ease of 
access to major transport routes on the one hand, and the 
advantage of advertising on the other. 

For example, in Gauteng, this has contributed to the 
popularity of buildings in Jet Park in Kempton Park, 
Meadowdale in Modderfontein, Waterfall Estate, and 
Midrand which offer highway frontage to occupiers  
and an opportunity for outdoor marketing for brands 
or retailers. The development of aerotropolis cities 
in KwaZulu-Natal (Dube Aerotropolis) and Gauteng 
(Aerotropolis Ekurhuleni) has also contributed to higher 
demand for accommodation near the King Shaka and  
O.R. Tambo International airports. 

Access and large yard spaces
Accommodate larger trucks and cargo vehicles which are 
moving various goods. Turning space in the yard is highly 
important and easy access into storage or warehouse 
buildings is key.

Safety and security 
Developers have seen the growing interest in 
accommodation in business parks which offer controlled 
access in a country that is battling with crime.

6 7

For the new industrial occupier, four key factors 
have become of major importance:



Public sector support though 
infrastructure investments 

The growth of warehousing and 
logistics activity has put increased 
demand on the limited infrastructure 
in South Africa. The most compelling 
problem is the growing backlog at the 
Port of Durban, which has created time 
inefficiencies and increased costs for 
both exporters and importers. Although 
users have continued to experience 
frustration at the port, Transnet is 
upgrading some of the roads and has 
created truck staging areas in order to 
reduce traffic. 

There is also a project underway to 
upgrade six berths in the Maydon 
Wharf Precinct of the port and there are 
plans to develop new berths for larger 
vessels. In addition to this, there are 
also plans to reduce the time vessels 
spend at the port by speeding up the 
process of loading/offloading of goods. 
Some of the investment plans remain 
on schedule and within budget to be 
completed at the end of 2018.

Transnet has also initiated a drive to 
increase the utilisation of rail at the 
port, with plans to lengthen the cargo 
track. This is a highly anticipated 
development which will ease traffic 
and infrastructure damage on the road 
networks due to large trucks.  
In addition, Gauteng has plans to 
upgrade City Deep as a key sub-port 
from Durban to the northern provinces 
of the country.

On the other hand, Airports Company 
South Africa (ACSA) is also looking  
at improving cargo terminals at  
O.R. Tambo International and Cape 
Town International airports. Air freight 
is seeing growing demand and there 
are strategic plans to develop Dube 
and Ekurhuleni aerotropolis cities by 
improving the cargo terminals as well 
as business potential within the airport 
radius’.  ACSA has also set up a business 
development unit to pursue additional 
cargo routes. 

Significant investment in port, 
rail and airport infrastructure 
supports trade growth
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Developments in the industrial sector are likely to continue 
to be dominated by vast, light industrial warehouses 
which have gradually come onto the market with detailed 
planning and foresight. The majority of developments 
have been non-speculative in nature, so there is no real 
threat of a sharp oversupply in the market, however 
developer confidence has seen the rise of speculative 
developments which cater for more flexible lease terms. 
Older stock that has become redundant may be in line to 
be redeveloped for alternative uses. 

The expansion of light industrial accommodation is 
an indication of the increased pressure on transport 
infrastructure in South Africa, which is already showing 
signs of deterioration. However, government parastatals 
and provincial governments are making the necessary 
investments to improve infrastructure capacity that will 
guarantee smooth trade activity. 
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