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Executive Summary 

The seasonally adjusted Kagiso PURCHASING MANAGERS’ INDEX™ (PMI™) remained unchanged at a level of 49.9 

index points in January 2014. The fact that the PMI was just below the neutral 50-point mark suggests that the factory 

sector experienced a slow start to the new year.  

A slight deterioration in the business activity and new sales orders indices was balanced by a more pronounced 

improvement in employment and inventories. The business activity index shed a further 1.3 index points to reach 48 – 

the lowest level since March 2013. The new sales orders index remained just above the neutral 50-point mark. At a level 

of 50.2 points, the index only signals a very slight increase in demand growth.  

The inventories index picked up to 53.9, from a low level of 46.0 index points in December. The price index shot up from 

80.1 to 89.3 index points – the highest level since mid-2008. This is likely caused by the sustained weakening of the rand 

exchange rate that is pushing up the cost of imported input goods.  

After declining by 5 index points in December 2013, the employment index regained these losses and returned to 

November’s level at 50.7 index points.   

Even though current conditions remained tough, manufacturers were still optimistic about business conditions going 

forward. The index measuring expected business conditions in six months’ time rose by 3.5 points to 61.4. 

However, the combination of higher inventory levels and weaker orders meant that the PMI’s leading indicator nudged 

back below 1. This usually does not bode well for production going forward.  

 

The PMI™ and PURCHASING MANAGERS’ INDEX™ are trademarks of Stellenbosch University. 
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The PMI™ suggests a slow start to 2014  

 The seasonally adjusted Kagiso PURCHASING MANAGERS’ INDEX™ (PMI™) remained unchanged at a level of 

49.9 index points in January 2014. The fact that the PMI was just below the neutral 50-point mark suggests that the 

factory sector experienced a slow start to the new year.  

 In contrast, the Eurozone’s manufacturing sector started 2014 in much better shape than expected. The preliminary 

PMI reading showed underlying demand for manufactured goods was at its strongest level in nearly three years, 

lifting the headline index to a 32-month high of 53.9 index points. However, the Chinese manufacturing PMI dipped 

below 50 index points, adding to concerns that growth in the world’s second largest economy is slowing.  

 The business activity and new sales orders indices both deteriorated compared to December’s levels. The 

business activity index shed a further 1.3 index points to reach 48.0 – the lowest level since March 2013. The new 

sales orders index remained just above the neutral 50-point mark and at a level of 50.2 points signals only very 

slight growth in orders. This was balanced by a more pronounced improvement in the employment index. After 

declining by 5 points in December 2013, the index regained these losses and returned to November’s level at 50.7 

index points.   

 The inventories index picked up to 53.9 from a low level of 46.0 index points in December. The price index shot 

up from 80.1 to 89.3 index points – the highest level since mid-2008. This is likely due to the weaker rand exchange 

rate that is pushing up the cost of imported input goods. Given the increase in the inventories index, producers 

might have stocked up on input products in anticipation of further price increases in coming months.  

 Even though current conditions remained tough, manufacturers were still optimistic about business conditions going 

forward. The index measuring expected business conditions in six months’ time rose by 3.5 points to 61.4. 

Given that local demand is likely to remain relatively weak, manufacturers might be expecting a boost to exports on 

the back of improved demand from the Eurozone and a possible competitive edge from the sustained weak 

exchange rate. However, the combination of higher inventory levels and weaker orders meant that the PMI’s 

leading indicator nudged back below 1. This usually does not bode well for production going forward. 

Kagiso PURCHASING MANAGERS’ INDEX™: Results for January 2014 

 2013 2014 

 Jul Aug Sep Oct Nov Dec Jan 

Business activity* 52.1 58.0 48.1 52.6 54.0 49.3 48.0 

New sales orders* 55.0 56.8 49.4 50.6 51.6 51.8 50.2 

Backlog of sales orders 34.9 37.8 36.5 41.8 43.2 37.3 38.8 

Inventories* 54.2 56.5 52.4 52.8 53.2 46.0 53.9 

Purchasing commitments 42.8 54.4 55.3 54.9 55.7 47.0 48.3 

Expected business conditions 53.0 55.8 51.8 62.2 59.8 57.9 61.4 

Suppliers’ performance* 53.1 55.6 53.6 47.9 52.6 55.4 48.8 

Prices 88.0 87.2 82.7 80.8 77.8 80.1 89.3 

Employment* 47.8 50.1 49.5 49.4 50.8 45.8 50.7 

PMI™ (not seasonally adj.) 47.7 54.7 51.8 55.3 58.6 51.4 45.3 

PMI™ (seasonally adjusted) 52.5 55.6 50.0 50.7 52.4 49.9 49.9 

*These series have been seasonally adjusted using Census X12.  
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Activity remains subdued, along with a slowdown in new sales orders  

 The business activity index fell for a second consecutive month to 48.0 index points, from 49.3 previously. This was the 

lowest level of the index since March 2013. If the index remains at such a low level, it is not conducive to actual 

manufacturing production growth in the first quarter of 2014.  

 The new sales orders index also deteriorated and only just remained above the neutral 50-point mark, signalling slight 

growth in new sales orders. At 50.2 index points (down by 1.6 points from December), demand conditions were fairly 

weak.  

  

Inventories up; purchasing commitments slightly higher  

• The inventories index rose from a low level of 46.0 index points to 53.9 in January 2014. The bounce back in inventory 

levels without an accompanying improvement in new sales orders generally does not bode well for production going 

forward. Given that the price index showed a sharp acceleration in input costs, manufacturers might be expecting further 

price increases and stocked up in anticipation.  

• The index measuring purchasing commitments rose by 1.3 index points to 48.3, thereby remaining at a subdued level.  
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Input price pressure accelerates  

 The price index surged to 89.3 index points, from 80.1 previously. The sharp increase was likely driven by the weak 

rand exchange rate that is pushing up the cost of imported input goods. The index is now at a similar level as during 

previous periods of sharp declines in the value of the rand (2001 and 2008). Increased input prices will put pressure 

on producers’ profitability levels and will likely also filter through to higher prices for consumers. Accelerated price 

pressure was also visible in the December 2013 producer price index (PPI) released by Statistics South Africa 

(StatsSA). The PPI increased by 6.5% year-on-year (y-o-y), up from 5.8% in November. If costs can be curtailed, 

the weak exchange rate could provide producers with a slight competitive edge in international markets.  

 The employment index regained December’s losses and rose to 50.7 index points. The index has now been 

hovering around the neutral 50-point mark for six months. This could suggest that factory sector labour demand is 

stabilising after continued job shedding in the wake of the 2008/09 recession.  
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The PMI™ and PURCHASING MANAGERS’ INDEX™ are trademarks of Stellenbosch University. 


