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South Africa Manufacturing PMI

Moderately stronger activity at year-end
The seasonally adjusted Absa manufacturing PMI ended the year on a positive note, printing at 50.7 in December, the first reading above 
the 50-point neutrality mark since May 2017. The more forward-looking index measuring business expectations in six months’ time also 
improved slightly in December. However, the latest PMI data warrant some caution given recent volatility, and we will be wait to see if 
this is sustained and matched by hard output data. 

The Absa manufacturing signalled stronger manufacturing activity in December. The seasonally adjusted Absa manufacturing PMI increased 
for the second consecutive month to print at 50.7 in December from 49.5 in November and a low point of 42.4 in October. The encouraging 
December print is the first read above the 50-point neutrality mark in 19 months. However, the improvement was not broad-based, with only two 
of the underlying sub-indices rising, while three declined. 

Stronger PMI was mainly supported by continued improvement in new sales orders and output. The new sales orders sub-index showed 
further improvement in demand conditions during December. The index increased by an additional 4pts to 54.3 during the month after the 11.3-
point surge in November.  The survey respondents noted that export demand strengthened at year-end, supporting the increase in the new sales 
orders index. This somewhat mirrors yesterday’s December new vehicle sales data, which showed a sharp increase in export sales. Against this, 
the business activity sub-index, analogous to output, rose to 53.8 in December (November: 49.2), its best reading in nearly three years. The increase 
in the output index suggests that the damage from the electricity load shedding in December may have been limited. That said, the other key sub-
indices of the PMI declined in December, with the employment index falling 3.0pts to 40.5 and inventories fell 1.7pts to 48.5. 

Manufacturers’ near-term expectations improved slightly. The more forward-looking parts of the PMI data were somewhat mixed. The index 
measuring firms’ expectations in six months’ time rose to 51.4 in December from 48.6 in November. However, the purchasing commitments sub-
index declined sharply by 11.5pts to 42.8 in December. As such, while the stronger PMI is encouraging, particularly as it is broadly consistent with 
the Markit PMI, which also increased in December, we remain cautious given the narrowly based nature of the improvement and the general 
volatility of the PMI data in recent months. In this regard, the November manufacturing output data due out tomorrow afternoon will be key. 
Manufacturing started Q4 on a strong note, rising 3.0% y/y in October from 0.1% y/y in September, but we forecast some pullback to 0.4% y/y in 
November.  

Figure 1: Absa manufacturing PMI improved further in December…
Wgt. Oct-18 Nov-18 Dec-18

Manufacturing PMI* 42.4 49.5 50.7
Business activity* 0.25 40.3 49.2 53.8
New sales orders* 0.30 39.0 50.3 54.3
Employment* 0.20 44.2 43.5 40.5
Suppliers' performance* 0.15 51.3 55.7 53.2
Inventories* 0.10 41.4 50.2 48.5
Purchasing commitments - 43.8 54.3 42.8
Expected business conditions - 41.7 48.6 51.4
Backlog of sales orders - 36.6 43.5 39.0
Prices - 84.7 78.6 72.5
*Seasonally adjusted

Source: BER, Absa Research

Figure 2:…but recent volatility of the index warrants caution

Source: BER, Stats SA, Absa Research
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