
1

In South Africa, recent economic, 
fiscal, and political developments 
are likely to have significant 
confidence-boosting effects. Thanks 
to better-than-expected economic 
data and strength in commodity 
prices, coupled with the ANC 
forging ahead with anti-corruption 
steps, the outlook has taken a further 
positive turn, notwithstanding the 
resumption of load shedding in Q1 
and a disastrous vaccine rollout 

program.

I have been fortunate too that due to a few business and 
personal trips over the past few weeks, I had crisscrossed 
the country – from the Western Cape to Gauteng, the Free 
State and North West. Infrastructure and shopping malls are 
some of the more tangible and visible indications of what 
is going on in a country. Unfortunately, your location can 
heavily influence your outlook. Moving off the main roads 
(like the N1/N2/N3) left me with concern for those who 
have to use some of the R-roads and with a feeling that the 
economy is broken. After an absence of about 15 years, I 
once again visited the “deep south” of Johannesburg. One 
word describes the infrastructure (buildings and roads) in 
that part of the city – “shocking”. But then travelling on 
some R-roads through North West and the Free State, it 
was encouraging to see workers doing maintenance and 
resurfacing. I did not specifically seek out shopping malls, 
but necessity meant periodic grocery shopping. Often I 
found myself in a deserted parking lot. In summary, (and 
just to clarify that these are personal observations and 
comments) my view is that South Africa will have “pockets 
of excellence” and “pockets of neglect” in all spheres of the 
economy for perhaps many years to come.

The rest of this article will focus on some lesser-observed 
indicators that I believe reflect what I have tried to describe 
above. Perhaps they bring hope and opportunity.

Indicator 1: Afrimat Construction Index

The Afrimat Construction Index (ACI) is calculated from 
six different constituent indicators, namely: the Building 
Materials Sales Index, buildings completed within 
larger municipalities, building plans passed by larger 
municipalities, the FNB/BER Building Confidence Index, 
the FNB/BER Civil Construction Index, and retail trade 
sales of hardware, paint and glass. The index is calculated 
and maintained by economist Dr Roelof Botha on behalf 
of Afrimat – a leading open-pit mining company providing 
industrial minerals and construction materials.
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Is there more hope than fear from a year ago?

SPEED READ
 � The Afrimat Construction Index fills one 

with confidence that investment spending is 
recovering.

 � Statistics show that South Africans are fixing 
and improving their houses, in old clothes! 
Shopping for new shoes and clothes has only 
recently recovered.

 � The impact of last year’s lockdown, coupled 
with a falling rate of inflation, is hurting the 
compensation and remuneration of South 
Africans, resulting in stagnant household 
disposable income. That is manifesting in a 
preference for essentials over luxuries, a trend 
that is likely to continue until there is greater 
economic momentum.

Indicators from the construction industry, albeit only “green shoots” at this stage, do instil confi-
dence in rising economic activity. Furthermore, the consumer appears to be directing spending 
to where it is needed most rather than unnecessary luxuries. Trends in both these sectors of the 
economy do bring some hope to South Africa’s future economic growth.
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The impact of last year’s lockdown is evident in the chart. 
However, it is interesting to note the recovery in the 
following two quarters, both up and higher than Q1’2020. 
Encouragingly, the Index has also remained above the 
base period level of 100. In line with several other key 
indicators, the construction sector is exhibiting a return 
to pre-pandemic levels of economic activity. The extent 
and speed of the recovery in our economy have caught 
many economists by surprise, including those at National 
Treasury, whose revenue forecasts in the October 2020 
mini-budget were blown away by a taxation windfall of 
R100 billion (as reported in the February 2021 Budget).

The press release accompanying the latest ACI quarterly 
update reads:  “The index is 
now virtually on the same 
level as it was at the beginning 
of 2018, and it’s particularly 
encouraging that two-thirds of 
the ACI’s constituent indicators 
recorded positive growth in the 
fourth quarter compared to the 
preceding quarter. The earlier 
start to the summer holiday season 
in December 2020 prevented 
an even stronger recovery of 
construction activity”. Encouragingly, some of the sub-
components of the index have shown continued recovery 
going into the first quarter of 2021, and hence we expect a 
further rise in the Index when it is next published in June. 

Indicator 2: Retail sales of hardware, paint and glass.

Everybody has commented that perhaps one of the 

“positive” outcomes of Covid has been the return of the 
“handyman”. Suddenly Dad was at home, and could now 
see with his own eyes what Mom has been nagging him to 
get fixed in and around the house. South Africa’s own retail 
sales statistics tell this story. Referring to the chart below, 
in the period from January 2018 to March 2020, you can 
almost hear Mom shouting, “you never fix anything”. Then 
Lockdown happened. The last 9 months reflect the rush to 
get the hardware to fix what has never been done before. 

Indicator 3: Retail sales of textiles, clothing and footwear

One of the main negative impacts of Covid outside of the 
medical impact is the uncertainty 
it brought about, especially for 
consumers. When lockdown and 
all its phases arrived, all most 
people could think about was: 
“Will I still have a job? Will I be 
paid? Will my company or my 
business survive?” Pay freezes, 
salary cuts, and retrenchments 
were announced. Relief measures 
such as TERS were implemented 
but were insufficient to fill the 

hole. Initially, the consumer experienced severe strain 
and started to postpone or cut spending on non-essential 
items, as reflected in the chart below that shows textiles, 
clothing and footwear retail sales. Black Friday sales were 
virtually a non-event and neither did Christmas sales bring 
the relief that retailers were hoping for. The trend only 
started to change over the last few months as our “second 
wave” subsided and restrictions were eased. Anecdotal 
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The growth in hardware sales suggests that years of nagging 
regarding household DIY has finally sunk in.

THE AFRIMAT CONSTRUCTION INDEX
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The broader construction industry has experienced a sharp 
recovery that has caught some economists off-guard, resulting 
in upward revisions to economic growth expectations.

“The earlier start to the 
summer holiday season in 
December 2020 prevented 
an even stronger recovery 

of construction activity.”
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evidence from retailers themselves suggests that the 
positive momentum has continued into March and April, 
but everyone is wondering whether it can last.

Indicator 4: Consumer health – disposable income and 
compensation of employees. 

Despite the positive trends in the charts above, what 
remains a concern is the financial health of the consumer. 
In this regard, the next indicator is cause for concern.  
Indicated on the chart is the annual growth in both the 
compensation of employees and household disposable 
income. Whilst the bulk of household disposable income 
does come from salaries and wages, it is a broader measure 
that also includes items such as rental income and interest 
and dividends earned on investments. So it is not surprising 
that the two trends follow each other closely. Of interest is 
that compensation has grown steadily over the years – well 
above 8% per annum – but this has slowed dramatically 
in recent times as economic conditions deteriorated. The 

collapse last year is reflective of the issues mentioned under 
point 3 above – retrenchments, salary cuts and pay freezes 
– as well as lower inflation. Recent salary adjustments have 
been set at inflationary growth at best, but often at zero, 
a reflection of the weak economy. Whilst we expect this 
to recover as this year progresses, a wildcard is the public 
sector wage negotiations which are currently underway. 
Here we find ourselves in a catch-22 situation. A low 
percentage increase is desperately required to reign in our 
national debt, but it would also put pressure on disposable 
income at a time when the economy needs consumers to 
spend to stimulate growth.

Although the above chart looks alarming, we believe that 
the lessons learnt by the consumer during lockdowns 
will see a steady recovery in spending, albeit perhaps 
more focused.  Impulsive buying is likely only to return 
to discretionary spending once the economy shows more 
signs of sustainable economic growth.

RETAIL SALES: TEXTILES, CLOTHING AND FOOTWEAR
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After the flurry of DIY activity, consumers are finally turning 
to more discretionary spend, as evidenced by the recovery in 
clothing sales.

COMPENSATION OF EMPLOYEES & DISPOSABLE INCOME
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Household income is under pressure due to pay freezes, salary 
cuts and retrenchments, which is forcing consumers to think 
twice before spending on luxuries and non-essentials.

South Africa, just like the rest of the world, has seen a home DIY boom.



We are excited to have resumed our seminar program in 
April / May. Our next seminar is scheduled for June / July. 
The topic will be announced in due course. 

Please save the date below. Please note that due to 
Covid protocols, numbers are strictly limited to 100 per 
session, and only drinks (no food) will be served. Booking 
is therefore essential. 
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For more information on the range of products and services 
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CONTACT DETAILS:

Topic: To be advised

Natal Midlands
Date: 24th June 2021
Venue: Fernhill Hotel

Midmar / Tweedie Road
Howick

Morning Time: 10am for 10.30am
Evening Time: 5.30pm for 6pm

Johannesburg
Date: 08 July 2021
Venue: Rosebank Union Church, Cnr 

William Nichol and St Andrews 
Road, Hurlingham

Time: 7am for 7.30am

Harvard House is on Facebook

Harvard House is on YouTube
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