
 
Weekly Review 

 

The week in perspective: Domestic activity bounced in August as global 

momentum loss continues 

Last week saw the first batch of domestic data releases for August, giving us some 

indication of the extent of the recovery following the disruptions in July. Fortunately, the 

PMI releases suggest a solid rebound in activity, particularly in the manufacturing sector. 

However, external trade data for July was a further indication of the pain experienced in 

the month, with the value of exports slumping. The domestic section below has more 

information. The international and financial market focus was on a slew of PMI data (with 

the weak figures from China standing out) as well as the August US job figures on Friday. 

In general, from very elevated levels, the PMI data suggest that the loss in global growth 

momentum that we saw in July was sustained through August.  

The latest US jobs print was also a disappointment, showing a bigger-than-expected 

slowdown in the pace of hiring in August. On its own, this would have suggested that the 

US Federal Reserve (Fed) might be more hesitant to start the tapering of its bond 

purchases talked about so much in recent weeks. However, average wage growth came in 

higher than expected, suggesting that price pressures remain elevated. As anticipated, the 

unemployment rate declined further. Global markets initially seesawed on Friday after the 

release of the job numbers as markets considered the impact, if any, on the Fed’s near-

term monetary policy decisions. In the end, the gold price ticked up while most stock 

markets, including the local JSE ALSI, closed somewhat 

lower on the day. The US S&P500 still eked out a 0.6% 

increase for the week, while the JSE declined by almost 

2% as local resource shares fell sharply w-o-w. The rand 

managed to benefit from the market dynamics post the 

US jobs data and gained further ground against the US 

dollar. It was not just dollar weakness that aided the 

local currency, with the rand also appreciating about 

2.5% w-o-w against the euro and pound.  

In key local political news, the Constitutional Court 

ordered on Friday that the municipal elections should 

go ahead in late October/early November. The 
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Weekly Key Indicators 

  Close w-o-w 

R/$ R14.27 -3.3% 

R/€ R16.95 -2.5% 

R/£ R19.80 -2.4% 

$/€ $1.19 0.8% 

Brent $73.13 0.5% 

Gold $1 834 1.4% 

Platinum $1 006 1.5% 

JSE ALSI 66 372 -1.9% 

10y gov. bond 8.81 0 bps 

FRA (1x4)* 3.70 -1 bps 

*Forward rate agreement  
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Independent Electoral Commission (IEC), which applied for a postponement of the election, must now pronounce on the 

feasibility of a registration weekend before the election. Because it is a local election, a voter registration weekend is crucial to 

ensure that people who, for example, may have moved since the previous local poll in 2016 are eligible to vote. The ConCourt 

ruling will be a blow to the ANC after the party failed to register candidates on time in a significant number of municipalities. 

Assuming that no leeway is given to the ANC for late candidate registrations (the initial legal opinion after the ConCourt order 

was that this is uncertain), the implication is that the SA political landscape is in for a shake-up as a larger-than-normal 

number of wards could change hands after the election. Along with the news yesterday that former president Jacob Zuma 

has been released from prison on medical parole, the fallout from the ConCourt order is likely to dominate the domestic 

political scene this week.  

Eskom’s financial results at the start of last week also attracted some attention. On the positive side, Eskom’s debt burden 

declined by almost R82 billion (bn), or 17%, to a still substantial R402 bn in the year ending March 2021. The debt decline 

was made possible by R56 bn in government support, lower interest rates and a relatively stronger rand exchange rate. 

However, operational expenses continued to increase as maintenance work was stepped up, while electricity sales declined by 

an unprecedented 6.7% due to a drop in demand through the lockdown. Indeed, even with some progress on the debt front, 

the long-term situation remains unsustainable as substantial debt service costs remain overwhelming. According to Eskom, it 

would either require a steep increase in tariffs so that these are more cost-reflective (although higher electricity costs would of 

course have negative implications for demand) or government debt-relief to the tune of R150-R200bn. A significant 

improvement in municipal arrear debt (which rose by a further R7.3bn last year) would also help to address the long-term 

dynamics. However, none of these ‘solutions’ are easy, or likely to be found over the short term. Eskom management said 

that negotiations are ongoing with government/other stakeholders on a possible large equity injection to alleviate the debt 

burden. Another important issue raised by Eskom was that significant investment in SA’s grid capacity (transmission and 

distribution) is needed if the country wants to fully benefit from the recent energy reform initiatives that open the door to 

more private sector (green energy) power generation.  

Staying on the domestic front, cabinet approved an extension of SA’s national state of disaster to 15 October and also decided 

that the current Level 3 lockdown restrictions should remain in place for now. During the weekly update by the Health 

Ministry on Friday, the minister stressed that as soon as there is a sustained decrease in infections, it would advise the 

president to relax these restrictions. Given the recent positive trends in new COVID-19 cases in most provinces, a further 

loosening of lockdown restrictions could follow in the next week or so. The ministry also confirmed that sufficient stocks are 

now available to vaccinate everyone who needs a jab: if enough people would show up, SA is able to do between 300 000 and 

400 000 shots per day. Last week, SA vaccinated about 250 000 people per weekday – vaccination rates over weekends 
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remain much lower. Currently, about one in four adults are vaccinated with around 16% of the adult population fully 

vaccinated. The government is not currently planning to mandate vaccinations, but the health minister said they were looking 

into ‘soft’ incentives to encourage vaccinations (such as given access to specific events to vaccinated people only). Discovery 

was the first JSE-listed company to mandate vaccinations for all staff (as of the start of 2022) and will, in due course, likely be 

followed by more local companies with many international businesses already mandating vaccines for employees.  

Week ahead: SA 2021Q2 GDP and Q3 confidence figures 

This week will be a busy one on the domestic data calendar. Stats SA will release GDP figures for 2021Q2 on Tuesday. Given 

the revisions to the historic series as well as the absence of the June mining production figures, it is more difficult than usual 

to make a call on the figure, but we expect quarterly growth to come in at 2.5 to 3% (annualised) in Q2, slightly above the 

consensus forecast for 2% growth. The annual print is expected to show a large increase (15-20% growth) due to the 

extremely low base of 2020Q2 – the quarter hit hardest by the lockdowns last year. On Thursday, the current account data 

for 2021Q2 will be released. The consensus is for an even larger surplus than the 5% (initial estimate) recorded in 2021Q1.  

Moving the focus to Q3, the first release of note is the FNB/BER Consumer Confidence Index (CCI) later today. This will be 

followed by the RMB/BER Business Confidence Index (BCI) on Wednesday. The surveys will provide an indication of how 

sentiment and underlying private-sector activity (BCI) as well as consumer behaviour (CCI) developed through Q3. While the 

looting and unrest in July would have had a negative impact, other factors may have supported sentiment – such as the move 

to a less strict lockdown level, the expansion of vaccine eligibility, the renewed social relief grants rollout, and the cash 

gratuity to public sector workers. Finally, Stats SA will also publish manufacturing production data for July, which is 

expected to show a sharp monthly decline as the sector was affected by production stoppages and supply-chain disruptions 

during the month.  

On the international calendar, the biggest event will be Thursday’s monetary policy announcement by the European Central 

Bank. While no changes to its current policy settings are expected, markets will look for any guidance about the future path 

of policy, especially a potential earlier start to slowing down asset purchases. This is amid robust Eurozone (EZ) activity 

readings and rising, albeit likely temporary, price pressures (see the international section for details)  

 

Domestic: Trade surplus narrows in July; PMIs recover in August 

According to the SA Revenue Service, the trade surplus narrowed in July to R39.96 bn from R54.48 bn in June. The KZN 

unrest caused major disruptions at the Durban and Richards Bay ports (the major coal export terminal), while a cyberattack 

on Transnet operations also resulted in significant delays at the other major ports for a few days during the month. As a 
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result, the value of merchandise exports fell by 11.2% m-o-m, with imports declining by 0.7%. However, compared to a 

dismal 2020, both exports and imports still rose handsomely on an annual basis (+18% and 27.6% respectively). 

Furthermore, the year-to-date (January to July) preliminary trade surplus of about R290 bn is a significant improvement from 

the roughly R95 bn trade surplus for the comparable period in 2020.  

There were also some economic data releases for August last week. First, the Absa PMI showed a solid rebound in the 

manufacturing sector following a slump in July. The headline index rose to 57.9 points in August from a very low 43.5 points 

in July. A normalisation of demand and output for businesses affected by July’s looting and a further boost from less strict 

lockdown restrictions meant that we were always likely to see a recovery in the August PMI, which tracks month-on-month 

movements in business conditions. The rebound on the orders and activity front was particularly encouraging. 

The IHS Markit South Africa PMI also increased, to 49.9 in August from an 11-month low of 46.1 in July. The August 

reading signalled a broad stabilisation of operating conditions in the private sector economy. Even so, the data was mixed with 

demand levels remaining weak for some companies, while others saw new business recover as lockdown eased and client 

confidence strengthened. Raw material shortages remained severe, driving backlogs higher and contributing to further 

supplier delays. As a result, input prices and output charges continued to rise sharply, corresponding to the results from the 

Absa PMI which also showed a renewed tick-up in purchasing prices.  

Finally, according to Naamsa, 41 425 vehicles were sold last month, a 24.6% y-o-y increase. The passenger car market led 

the way with a 40% y-o-y gain, partly due to a resurgence in rental industry sales. Light commercial vehicles and bakkies 

recorded growth of 3.6% y-o-y. Meanwhile, the medium and heavy commercial vehicle segments declined by 7.2% y-o-y and 

0.4% y-o-y respectively. On a monthly basis, passenger vehicle sales jumped by 31.9% in August following a large dip in July. 

Despite a strong m-o-m rebound, the level of vehicle exports remained subdued in August, declining by 15.6% y-o-y. This 

was due to the lingering effects of July’s civil unrest and the cyberattack on Transnet. On a positive note, year-to-date vehicle 

exports are still up by 37.7% y-o-y.  

 

International: US job growth disappoints; Chinese PMIs signal mounting pressure 

Amid a surge in the Delta variant of COVID-19, US job figures came in much weaker than anticipated in August. Nonfarm 

payrolls rose by 235 000, about a third of what was expected and significantly lower than the upwardly revised 1.1 million 

gain recorded in July. Job increases were recorded in professional and business services (+74 000), transportation and 

warehousing (+54 000) and in private education (+40 000). These were countered by job losses in retail trade, while - after 

seeing average employment gains of 350 000 over the previous six months - there was no change for the hospitality and 
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leisure sector. Average hourly earnings came in above expectations, rising by 0.6% m-o-m (4.3% y-o-y), compared to 0.3% 

expected. Furthermore, the separate household survey showed that the headline unemployment rate declined to 5.2%, as 

expected.  

Staying in the US, the ISM manufacturing PMI edged up to a better-than-expected 59.9 index points in August. However, 

according to the compilers of the index, manufacturers continue to grapple to meet increasing demand amid shortages of 

critical basic materials, supply chain bottlenecks, as well as surging COVID-19 cases fuelled by the Delta variant. 

Notwithstanding significant challenges, August marked the 15th consecutive month of growth for the US manufacturing sector, 

indicative of the sector’s resilience. The JP Morgan global manufacturing PMI stepped down to 54.1 in August, from 55.4 in 

July.  

China was a particular weak spot. Data from the Chinese National Bureau of Statistics (NBS) points to growing pressure on 

businesses, with the official manufacturing PMI slipping to 50.1 in August from 50.4 in July. Furthermore, for the first time 

since April 2020, the Caixin manufacturing PMI fell below the 50-neutral level, registering 49.2 in August, down from 50.3 in 

July. Service sector activity was dealt an even greater blow, with the Caixin Chinese services PMI dropping sharply to 46.7 

from 54.9 in July.  In all, a worrying cocktail of steep cost burdens, subdued market demand and disrupted global supply 

chain delays on top of efforts to contain the resurgence of COVID-19 cases weighed heavily on the economy. In what is likely 

to be followed by further measures, we saw the first policy response to the activity weakness last week when the Chinese 

central bank provided 300 bn yuan to banks to lend to small and medium business enterprises.  

Finally, according to a flash estimate from Eurostat, EZ consumer inflation rose to a decade-high of 3% y-o-y in August, up 

from 2.2% in July. The increase was driven by surging energy costs (15.4%), the reversal of last year’s VAT cut in Germany, 

as well as bottleneck pressures. On a monthly basis, inflation increased by 0.4% in August. Relatively muted financial market 

movements after the release perhaps suggest that the narrative of elevated inflation pressure being transitory is now widely 

held. Having said that, the 10-year German bund yield rose to a five-week high last week.  

 

The week ahead  

Date Event Previous Consensus 

Monday (6 Sep) SA: FNB/BER Consumer Confidence Index (Q3) -13 n/a 

Tuesday (7 Sep) SA: Net reserves (Aug) $51.65bn $51.92bn 

Tuesday (7 Sep) CN: Trade balance (Aug) $56.6bn n/a 
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Tuesday (7 Sep) SA: GDP (2021Q2) 
4.6% q-o-q (ar);   

-3.2% y-o-y 
2% q-o-q (ar);  
17.8% y-o-y 

Wednesday (8 Sep) SA: RMB/BER Business Confidence Index (Q3) 50 n/a 

Thursday (9 Sep) CN: Consumer inflation (Aug) 1% y-o-y n/a 

Thursday (9 Sep) SA: Current account balance (2021Q2) 5% of GDP; R267bn 6.7% of GDP; R334bn 

Thursday (9 Sep) SA: Manufacturing production (Jul) 
12.5% y-o-y; 

-0.7% 
2.7% y-o-y; 

-4.4% m-o-m 

Thursday (9 Sep) EZ: ECB interest rate decision 0% 0% 

Friday (10 Sep) US: Producer inflation 1% y-o-y 0.6% y-o-y 
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