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South Africa

Recession could be revised away

South Africa’s mining and manufacturing production numbers came out pretty close to our 
expectations, with a small monthly decline in manufacturing output after two strong months, 
and a small monthly rise in mining output. The data point to a Q3 18 GDP growth print of about 
1.5% q/q saar when the national accounts data are published on 4 December. We see a distinct 
possibility that the recent recession might be revised away, since revisions to the mining and 
manufacturing historical data now suggest a stronger Q2 GDP than the -0.7% q/q saar print 
recorded in the last set of national accounts. 
Mining and manufacturing output in September came out pretty much as we expected. We had argued that after two successive strong 
months for the manufacturing sector, there would be some marginal softening in September, especially given the weak Absa manufacturing sector 
PMI. In the end, manufacturing output fell 1.0% m/m sa, exactly as we had forecast. Revisions to historical data mean that the y/y growth rate was 
lower than forecast; however, at 0.1% y/y, compared with a consensus expectation of 1.9% y/y and our forecast of 1.4% y/y. Conversely, we had 
argued that after two successive weak prints, mining output would rebound somewhat in September, which it did, by 1.2% m/m sa, compared 
with our forecast of 1.5% m/m sa. Again, however, there were substantial revisions to historical data, such that the y/y comparisons embedded 
into the forecast are not strictly comparable with the outcomes. In the end, mining output rose 0.2% y/y, compared with our forecast of -1.7% y/y 
and the consensus expectation of -3.4% y/y.  

Figure 1: Mining output has fallen in Q3 18

Source: StatsSA, Absa Research

Figure 2: Manufacturing output has risen sharply in Q3 18

Source: StatsSA, Absa Research

The September output data and historical revisions support our view that real GDP will expand by 1.5% q/q saar in Q3 18. Full national 
accounts data are due to be published on 4 December. For the third quarter as a whole, mining output fell by 8.6% q/q saar, but manufacturing 
output rose by 7.1% q/q saar. Because manufacturing has a bigger share of GDP (11.9% in 2017) than mining (7.2%), the rise in manufacturing 
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production will outweigh the fall in mining output in the Q3 18 GDP data. Assuming that agricultural gross value added contracts gain in Q3 18 by 
8.0% q/q saar, as farming continues to normalise after last year’s bumper maize harvest, then our supply-side tracking estimate for real GDP 
growth in Q3 18 is left at 1.7% q/q saar, very close to the forecast of 1.5% q/q saar from our demand-side econometric model. 

Big revisions to the historical data for both mining and manufacturing production suggest that perhaps there was never a recession. When 
Q2 18 national accounts data were released in early September, South Africa was shocked to find that it was in a technical recession, defined as 
two successive quarters of negative GDP growth, with a -2.6% q/q saar contraction in Q1 18 and a -0.7% q/q saar contraction in Q2 18. However, 
similar to the situation in 2016, the Q2 negative growth print might now be revised away. The monthly series shows manufacturing output rising 
0.7% q/q saar in Q2 18, compared with the 0.3% q/q saar contraction recorded in the last national accounts data set, while mining output rose 
8.4% q/q saar, compared with the 4.9% q/q saar growth rate shown in the Q2 18 national accounts data. Overwriting the extant national account 
data set with the updated growth figures for mining and manufacturing output suggests that the Q2 18 GDP contraction was only -0.3% q/q saar. 
And of course, the Q3 18 national accounts release in December could revise other important components of GDP, for which there are no high 
frequency indicators, such as agriculture or financial services, in either an upward or downward direction. If the balance of these other revisions 
prove to be in the upward direction, South Africa might have recorded a tiny positive growth rate in Q2. Investors will have to wait until the data 
are released on 4 December to find out for sure. 
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