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Executive Summary 

The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) recovered some lost ground in October, 

increasing to 50.7 index points from a revised 50 points in September. Despite the improvement, the index remained 

below the average reading of 52.7 recorded during the third quarter of 2013.  

The modest increase in the PMI was expected, given that the sharp pullback in September was likely driven by prolonged 

strike action in the vehicle manufacturing sector that weighed on the wider industry. However, as some labour strife spilled 

over into October, conditions have remained subdued.  

Following a significant drop in September, the business activity index increased by 4.5 points to reach 52.6 in October. 

The largest weighted subcomponent of the PMI, the new sales orders index, also returned to a level above 50 points. 

The index ticked up by 1.2 points to 50.6.  

The employment index was virtually unchanged from the previous month and stood at 49.4. On the positive side, the 

recent downward trend of the price index continued during October. In fact, the index shed a further 1.9 points to reach 

80.8. This was the lowest level of the index since April.  

The most notable improvement was seen in the index measuring expected business conditions in six months’ time. 

The index shot up by 10.4 points to 62.2 – the highest level since March 2012.  
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PMI improves modestly, but outlook more positive       

 The seasonally adjusted Kagiso Purchasing Managers’ Index (PMI) increased to 50.7 index points in October 

from a revised 50 points in September
1
. Despite the improvement, the index remained below the average reading of 

52.7 recorded during 2013Q3. The modest increase was expected, given that the sharp pullback in September was 

likely driven by prolonged strike action in the vehicle manufacturing sector that weighed on the wider industry. 

However, as some labour strife spilled over into October, conditions to have remained subdued.  

 The domestic PMI remained slightly below that of SA’s main trading partners. The October flash numbers suggest 

that the Chinese manufacturing sector expanded at its fastest rate in seven months. Furthermore, the flash Eurozone 

manufacturing PMI rose to a two-month high of 51.3 in October. However, in the US, the sector grew at its slowest 

pace in a year and the index measuring output declined for the first time since late 2009.  

 Following a significant drop in September, the business activity index increased by 4.5 points to reach 52.6 in 

October. The largest weighted subcomponent of the PMI, the new sales orders index, also returned to a level 

above 50 points. The index ticked up by 1.2 points to 50.6.  

 The employment index was nearly unchanged from the previous month and stood at 49.4. The inventory index 

ticked up slightly, from 52.4 to 52.8 in October. On the positive side, the recent downward trend in the price index 

continued during October. In fact, the index shed a further 1.9 points to reach 80.8 – the lowest level since April.  

 While current conditions improved only modestly, the outlook for the sector turned much more positive. The index 

measuring expected business conditions in six months’ time shot up by 10.4 points to 62.2 – the highest level 

since March 2012. Given relatively subdued domestic demand conditions, this may reflect increased confidence about 

the growth prospects in SA’s key trading partners. However, the PMI leading indicator (the ratio between new 

sales orders and inventories) remained below 1. A level below 1 implies that inventories were relatively high 

compared to the demand for manufactured goods.  

Kagiso Purchasing Managers Index: Results for October 2013 

 2013 

 Apr May Jun Jul Aug Sep Oct 

Business activity* 50.8 50.2 52.3 52.1 58.0 48.1 52.6 

New sales orders* 52.2 50.9 54.0 55.0 56.8 49.4 50.6 

Backlog of sales orders 38.5 
 

37.6 33.5 34.9 37.8 36.5 41.8 

Inventories* 45.8 53.1 53.6 54.2 56.5 52.4 52.8 

Purchasing commitments 48.0 50.6 40.3 42.8 54.4 55.3 54.9 

Expected business conditions 51.3 54.1 52.8 53.0 55.8 51.8 62.2 

Suppliers’ performance* 54.4 51.7 53.0 53.1 55.6 53.6 47.9 

Prices 78.0 82.4 82.2 88.0 87.2 82.7 80.8 

Employment* 42.4 45.4 45.7 47.8 50.1 49.5 49.4 

PMI (not seasonally adj.) 48.1 49.6 47.7 47.7 54.7 51.8 55.3 

PMI (seasonally adjusted) 49.6 50.0 51.7 52.5 55.6 50.0 50.7 

*These series have been seasonally adjusted using Census X12.  

                                                           
1
 The seasonal factors used to adjust the PMI indices have been recalculated (as is done once a year) – this has resulted in minor changes in the 

historical values of the seasonally adjusted indices. The revised historical series is available on the BER’s website (www.ber.ac.za).  
 

http://www.ber.ac.za/
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Output and demand regain some losses after major pullback in September   

 Following a significant drop in September, the business activity index increased by 4.5 points to reach 52.6 in 

October. The index is now more or less back at the July level, i.e. before the significant jump in August and the 

subsequent sharp decline during September. In light of the constraints faced by the manufacturing sector, the 

current level is probably more reflective of actual factory production trends.  

 The new sales orders index ticked up by 1.2 points to 50.6 in October. While this signalled an improvement in 

demand, the level of the index remained at a subdued level. In fact, the index remained more than 3 points below 

the average reading for the third quarter.  

  

Inventories tick up; purchasing commitments lower 

• Slowly improving demand conditions contributed to the inventory index ticking up slightly from 52.4 to 52.8 in 

October. While the index improved, it remained at a fairly low level.  

• Purchasing commitments declined marginally from a robust 55.3 to 54.9.   
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Input cost pressure continued to moderate 

 The price index continued its recent downward trend and lost close to 2 index points to reach a level of 80.8. While 

the index remained relatively high and indicates that input costs continue to increase at a brisk pace, it came in at 

the lowest level since April. The decline in fuel prices in October probably contributed to the moderation in input 

price pressure. Given that another petrol price cut is expected for November, the index could continue trailing 

downwards. However, a weaker exchange rate and increased labour costs remain key risks going forward.  

 The employment index was more or less unchanged from the previous month at 49.4. This does not bode well for 

employment creation in the sector. According to the recent Quarterly Labour Force Survey (QLFS) from Statistics 

South Africa, the manufacturing sector lost 60 000 jobs during the third quarter of 2013 compared to the third 

quarter of 2012. In contrast, overall employment levels improved significantly over this period. Indeed, the 

manufacturing sector was the only sector to record job losses on an annual basis in Q3.  
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