Absa Purchasing Managers' Index
August 2019

The seasonally adjusted Absa Purchasing Managers’ Index (PMI) declined to 45.7 index points in August, down from 52.1
in July. While the magnitude of the decline may have been larger than anticipated, a fall in the PMI in August was not
totally unexpected. This followed on July’s surprisingly solid reading despite the weak domestic demand environment and
growing concerns about the health of the global economy.
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All of the PMI’s major subcomponents came in below the neutral 50-point mark, signalling general weakness in the sector.
For some time, the suppliers’ deliveries index had managed to remain (well) above 50 points, providing support to the
headline index. However, even this indicator dropped in contractionary terrain in August. This was the first time this index
declined to below 50 since April 2018. The business activity and new sales orders indices also slumped back in
contractionary terrain during August after a single month above 50 points in July. Respondents continued to be fairly
downbeat about exports for a third straight month, while domestic demand likely also weighed on orders. This negatively
impacted output levels, while the sustained weakness in output growth, in turn, affected employment. The employment
index fell by four index points to reach a more than five-year low in August.

Worryingly, the index tracking expected business conditions in six months’ time also dipped back below the neutral 50-
point mark for the first time since November 2018. This means that more purchasing managers expect conditions to
worsen (from already weak levels) going forward.

Despite the decline in the diesel price in early August, the purchasing price index rose by 5.7 points to reach 73.6 in
August - the highest level since March. The increase was likely driven by the sharply weaker rand exchange rate during
the month compared to July.
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The PMI™ and PURCHASING MANAGERS’ INDEX™ are trademarks of Stellenbosch University

For further information: Lisette lJssel de Schepper, Economist, BER (Tel: 021 808 9755 / 021 808 9777)

The PMI is an economic activity index based on a survey conducted by the Bureau for Economic Research and sponsored by Absa. Although reasonable professional skill, care and
diligence are exercised to record and interpret all information correctly, Stellenbosch University, its division BER, the author(s)/editor and Absa (inclusive of its affiliates and/or
subsidiaries) do not accept any liability for any direct or indirect loss whatsoever that might result from unintentional inaccurate data and interpretations provided by the BER, as
well as any interpretations by third parties. Stellenbosch University and Absa further accept no liability for the consequences of any decisions or actions taken by any third party

on the basis of information provided in this publication. The views, conclusions or opinions contained in this publication are those of the BER and do not necessarily reflect those of
Stellenbosch University or Absa. Absa is an authorised financial services provider and registered credit provider reg no NCRCP7.
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As cautioned in the previous report, the business activity
index was unable to hold on to last month’s strong gain.
Indeed, the index slumped back below the 50-point mark in
August. The index nonetheless managed to stay above June’s
reading and the average for the first two months of the third
quarter is well above the level recorded in the second
quarter.

Jun Jul Aug
Business activity 44.5 56.9 45.8

After two consecutive solid increases, the new sales orders
index declined again in August. The index slumped back
below the neutral 50-point mark to 48.5 points. Despite the
drop, the index remained at a level above that recorded
during most of 2019. The index is now more or less in line
with the average level of 2018.

Jun Jul Aug

New sales orders 46.2 54.5 48.5

The employment index fell to a level below 40 points for the
first time in more than five years. At 39.1 points, the index is
now at the lowest level since May 2014. Barring that single
month below 40 points in 2014, the employment index is
now at a ten-year low.

Jun Jul Aug
Employment 41.9 43.1 39.1
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After edging above 50 points in July, the index slumped back into
contractionary terrain in August. The index fell by 4.7 points to
46.2 in August. However, despite the decline, the average for the
first two months of the third quarter was more than six points
above the level recorded in the second quarter.

Jun Jul Aug
Inventories 43.4 50.9 46.2

The purchasing commitments index stayed below the neutral
50-point mark for a sixth straight month. The index declined by
2.6 points to 41.5 in August.

Jun Jul Aug

Purchasing
commitments 37.8 44.1 41.5

Despite the decline in the diesel price in early August, the
purchasing price index rose by 5.7 points to reach 73.6 in
August - the highest level since March. The increase was
likely driven by the (on average) sharply weaker rand
exchange rate during the month compared to July.

Jun Jul Aug
Purchasing prices 69.6 67.9 73.6



