Absa Purchasing Managers’ Index
July 2019

The seasonally adjusted Absa Purchasing Managers’ Index (PMI) measured 52.1 index points in July, up from 46.2 in June.
This is the first reading above the neutral 50-point mark since December 2018 with the improvement well supported by
the underlying subcomponents. Four of the five major subcomponents came in above the neutral 50-point mark,
signalling an expansion in activity. However, given growing concerns about the health of the global manufacturing sector,
it remains to be seen whether this improvement can be sustained going forward. Indeed, while purchasing managers
continue to expect conditions to improve in six months’ time, they are less optimistic than before. The expected business
conditions index declined to 54.5 index points in July, down from 62.3 just two months before and more than 12 points
below the level recorded at the start of the year.
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In July, the new sales orders index rose for a second consecutive month. The reported improvement in demand likely
contributed to the rise in business activity. As a result, both indices rose well above the neutral 50-point mark. The
purchasing inventories index also edged back above the neutral level to reach 50.9 points after averaging 42.5 points in
the preceding three months. It is not clear what the catalyst for these notable increases was. It may be that a number of
manufacturing firms in - or supplying to - sectors that are busy with wage negotiations (automotive and platinum mining,
for example) increased output, or saw increased demand for their products, in July to guard against possible strike-related
production disruptions. Should this be the case, the notable upward moves in July are unlikely to be repeated.

Unfortunately, job prospects remained bleak with the employment index only ticking up to 43.1 index points, thus
remaining in deep negative terrain.

The index tracking purchasing prices erased most of last month’s gain and fell back to 67.9 index points in July. Barring
May’s reading of 67.7 points, this is the lowest level since May 2018. The stronger rand exchange rate (on average) may
have supported the decline in the index.
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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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PMI: Business activity
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The business activity index surged higher in July, far
o5 surpassing the neutral 50-point mark. It must be noted that
the business activity index can be volatile and might drop
50 lower again in the next month. Some firms may have
temporarily ramped up production ahead of possible strike-
45 related production disruptions amid wage negotiations.
Should this be the case, the improvement is unlikely to be
40 repeated.
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PMI: New sales orders
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The new sales orders index registered another solid
55 increase to climb to 54.5 index points in July. The index is
now about 10 points above the level recorded in May. The
50 fact that the index rose for a second consecutive month is
encouraging, but given the growing concerns about the
45 health of the global factory sector, the sustainability of the
improvement remains in question.
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PMI: Employment
60
55
The employment index recovered from June’s decline to
50 reach 43.1 index points in July. Despite the uptick, the index
remains well below the neutral 50-point mark.
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PMI: Inventories
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After trending lower since February, the purchasing inventories
index rose for a second month in July. The 7.5-point gain brought
the index back above the neutral 50-point mark after lingering
below that level for three months.

Ma Jun Jul
Inventories 41.6 434 50.9

The purchasing commitments index recovered some of June’s
losses and rose by 6.3 points to 44.1 in July. Despite the solid
improvement, the index remained below the neutral 50-point
mark for a fifth consecutive month.

Ma Jun Jul

Purchasing
commitments 45.3 37.8 44.1

The index tracking purchasing prices erased most of last
month’s gain and fell back to 67.9 index points in July.
Barring May’s reading of 67.7 points, this was the lowest
level since May 2018. The downtick was likely supported
by the stronger rand exchange rate making imports less
expensive in rand terms. Despite weakening towards the
end of the month, on average, the rand exchange rate
appreciated significantly in July compared to June.

[E] Jun Jul
Purchasing prices 67.7 69.6 67.9



