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1.   Selected Labour Market Statistics

 



• The 
 (43,5 in 

previous release). The LMI is a measure of job and wage security in the 
South African labour market where 50,0 is the break-even level between 
rising and falling security. 

• Although the index has been relatively stable since late 2013, it has 
stabilised below 50,0 (around 43 index points), indicating a prolonged 
slump in job and wage security with slow or no real wage growth and 
retrenchments in some sectors. The LMI has been above 50,0 for only 3 
out of 31 quarters since December 2007, reflecting the structural damage 
done to the job market in the previous business cycle.

• The  rose in Q3 2015 to 39,2, 
recovering somewhat from its slump  to 34,1 in Q2. There was barely any 
increase in the number of respondents reporting improved job security in 
Q3, but there was a notable decline in the number reporting declining job 
security and therefore a notable increase in those reporting no change. Only 10% of those surveyed perceived their job security to have 
increased since Q2.

• Labour affordability at a macro level remained low in Q3, dipping slightly from Q2.  is estimated to have 
fallen marginally from 40,5 to 39,5, and the index remains comfortably below 50,0. Companies as well as government find it expensive to hire 
more staff relative to the output benefits of doing so. Labour affordability increased rapidly and briefly in 2010, but since then has been 
declining.

• The fell from 54,3 to 51,4, suggesting the period above 50,0 which started in Q4 2014 is likely to be short-
lived. With macroeconomic conditions weak and the South African car market under strain, the BCI is likely to head below 50,0 in the 
quarters ahead.

Solidarity-ETM South Africa Labour Market Index (LMI) increased to 
43,4 in Q3 2015 from a downwardly revised 42,9 in Q2 2015

Solidarity Employee Confidence Index (ECI)

The Labour Affordability Index (LAI)

ETM Business Cycle Index (BCI) 

Note: For a more detailed treatment of the composition of the index and its subindices, see the January–March edition of the South African Labour 
Market Report, or the background paper on the index. Both are obtainable on request from the Solidarity Research Institute.   
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2.   

 
  

Solidarity-ETM Labour Market Index: Q3 2015
 

Employee confidence remained low in Q3 2015

etm analyticsSolidarity
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For media enquiries contact Inge Strydom at:
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SA Labour Market Index Summary (50,0 = neutral)
Q3 2015 Q2 2015 Q3 2014 Weight

LMI 43,4 42,9 43,0 100%

Employee Confidence 39,2 34,1 40,4 33,3%

Labour Affordability 39,5 40,5 40,9 33,3%
Business Cycle 51,4 54,3 47,7 33,3%



3.   

Will the protests and fee freezes lead to better educational 
outcomes, or not?

Tens of thousands of students from South Africa's most prestigious 
universities took to the streets, sometimes even resorting to open 
violence and vandalism. Ostensibly, the protests were for lower 
university fees – and even scrapping them altogether. As could be 
expected, rallying cries lambasted government corruption, without 
which, it was said, much more money would have been available for 
subsidising student fees. Both the Freedom Charter and the 
Constitution, which promise free and/or progressively accessible 
education, were invoked to legitimise demands.

It was widely lauded that the protests often featured fairly mixed 
crowds, with white students at times easy to spot and sometimes 
even at the forefront of events. The apparent student unity across 
historical racial divides, combined with the bluntly articulated 
dissatisfaction with government policies and failings, have prompted 
many to be optimistic. Talk of an “Arab spring” was fuelled when 
the protests culminated in a march on the Union Buildings in 
Pretoria, the seat of government. The crowd was eventually 
dispersed, but only after President Zuma's announcement of a 
countrywide 0% university fee increase was driven home by some 
stun grenades, tear gas and other police measures.

Without doubt, the protests have put significant pressure on the 
ANC government – a government widely criticised in most media 
outlets and increasingly vulnerable in its international relations. 
Important as these stakeholders are to the ANC, its most pressing 
question will not lie with soothing them, but with maintaining a 
strong performance at the polls. Not only is it important for the 
ANC to remain in power (as it is for any political party), it is simply 
vital, given two things: First, there is its view of itself as a 
revolutionary movement, destined to achieve complete hegemony 
over all levers of power in both state and civil society. Second, there 
is the web of special benefits that it has woven around itself and 
many of its representatives and members, sometimes considered 
to be purely corrupt and at other times sanitised through official 
legislation such as the Broad-Based Black Empowerment Act. 
Without power, all of this falls away and – as a former editor of 

, Tim du Plessis, recently suggested – the ANC is not likely 
to give that up in the generally accepted way of losing an election.

With local government elections to be held in 2016, President 
Zuma's government will be set on ensuring a good performance – 
and in the light of the student protests, a good deal of it will centre 
on education policies. 

Rapport

All labour markets are deeply influenced by the educational organisations that feed them.  Any 
upset in education will before long make itself felt in the workplace. For this reason it is 
important to consider the effects of the more than two weeks of student protests in October 
2015 at South African universities, which saw classes cancelled, exams postponed and 
university fees frozen.

The ANC cannot afford to acknowledge blame for the student 
protests. It will have to look for a scapegoat, and the scapegoat is 
and will be universities themselves and so-called anti-
transformation elements that prevent ANC policies from being 
implemented properly. In all major utterances by senior ANC 
members and government office holders this has been the line 
taken, most prominently in President Zuma's media conference 
remarks at the Union Buildings where he announced the fee freeze. 
It has subsequently been put even more directly by Minister Malusi 
Gigaba, who said that “university councils and administrations hide 
behind institutional autonomy both to swindle parents and 
students.” Likewise, in the debate on higher education 
transformation in parliament on 27 October, Minister Blade 
Nzimande made sure to suggest that government was trying its 
best to promote transformation but that key stakeholders were 
not assisting and that a wealth tax, à la Professor Thomas Piketty, 
might be what is necessary to get the private sector to do what he 
deems to be their part.

What does this mean for education in South Africa over the next 
few years? In all likelihood, 1) institutional autonomy will be 
seriously undermined; 2) university fee growth will be restricted, 
but with limited places at these institutions, rationing mechanisms 
will be developed to allocate places; and 3) additional taxes will be 
levied to pay for extra spending on higher education. Basically, 
government will do much more of what it has been doing to 
education over the past 20 years. In short, more people may attend, 
but the quality of outcomes will deteriorate.

For prospective labour market entrants who are able to make 
imaginative educational and training decisions, the next few years 
will be a good time to shine, because much of what will be delivered 
from increasingly bureaucratised educational institutions will be 
mediocre or worse.

A look at the recent student protests and their 
foreseeable consequences

By , Head: Piet le Roux Solidarity Research Institute
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4.   

Taken to the extreme, a purely race-driven mathematical 
implementation of AA intends to coercively “transform” the social 
realities of all industries, businesses, institutions and occupational 
levels to be completely reflective of the national racial 
demographics. 

Sound personnel decisions have to consider a wide range of criteria, 
including a person's formal education, training, aptitudes and 
experience, along with many others. While the present legislative 
environment does require considerations of race under specified 
commercial conditions, it is reasonable to assume that race cannot 
be the only consideration.  

In this article we focus on the racial distribution of educational 
qualifications among people of working age in the 2011 Census. 
The current racial composition of the economically active 
population (EAP) is compared with the racial distribution of 
educational qualifications. 

It is concluded that a significant mismatch exists between the EAP 
and the distribution of higher educational qualifications. This 

5

Solidarity Trade Union is widely recognised for its involvement in a number of legal challenges 
to the prevailing implementation of affirmative action (AA).  At its heart, Solidarity's position 
opposes a purely mathematical interpretation of AA, where a person's race carries a 
disproportionately large weight in decisions of appointment, promotion or laying off of staff. 

mismatch supports the notion that race cannot be the only 
deciding variable in proper personnel decisions. 

The EAP refers to people of working age, from 15 to 64 years of 
age who are working, or unemployed people willing, able and 
seeking to work. Table 1 illustrates the EAP for 2015 Q2. In 2015 
Q2 around 21,1 million people were considered part of the 
national labour force. 

The most recent EAP includes 16,2 million Black Africans, 2,1 
million Coloureds, 570 000 Indians/Asians and 2,2 million Whites. 
On a percentage basis, South Africa's 2015 Q2 workforce was 
distributed as follows: 76,9% Black African, 10,2% Coloured, 2,7% 
Indian/Asian and 10,2% White. 

A coercive mathematical implementation of AA targets in line with 
the race proportions of the national EAP would aspire that every 
sphere of the local working world reflect the above percentages. 

Mathematical AA and the national EAP

The distribution of higher educational qualifications 
in South Africa: EAP versus reality

By , Economic Researcher: Gerhard van Onselen Solidarity Research Institute

 

 

 
  

 
  

 
  

 
 

 
  

     
    

   

 
 

  

 

 

  

National Economically Active Population

Population group Black African Coloured Indian/Asian White Total

Employed + unemployed 16 203 367 2 143 865 569 450 2 159 579 21 076 262

EAP (2015 Q2) (weighted scores; QLFS data) 76.9% 10.2% 2.7% 10.2% 100%

Table 1 : National Economically Active Population

The absolute totals of different qualifications indicate that relatively 
few people in proportion to the EAP have completed qualifications 
higher than Grade 12.  The 2011 Census figures show that about 
12,8 million individuals of working age have obtained a highest 
qualification equivalent to Grade 12 or higher. Of these, only 3,7 
million qualifications are qualifications higher than Grade 12.   

How many educational qualifications are available to the 
labour force?

Table 2 illustrates the absolute numbers of qualifications among 
those of working age, along with the racial representation of each of 
the levels of qualifications.  The qualifications higher than Grade 12 
are comprised of approximately 2,3 million certificates, diplomas, 
higher diplomas or equivalent, 770 000 Bachelor degrees or 
equivalent, 276 000 honours degrees or equivalent, and 300 000 
higher degrees or equivalent.

 The absolute totals of completed highest qualifications must be interpreted with caution. The forces of supply and demand differ among various qualifications and change 
continually. Without proper context it is impossible to say whether there are too many or too few of a specific category of qualifications. Such estimations fall outside the 
scope of this discussion.

1
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Table 2: Racial distribution of highest educational qualification

 
The racial distribution of the qualifications higher than Grade 12 
deviates significantly from the racial proportions of the EAP. Table 2 
and Figure 1 illustrate the differences for higher qualifications 
including certificates, diplomas, degrees and higher degrees. Table 3 
presents the underlying calculations.  

Compared to the other race groups, the White and Indian/Asian 
population groupings represent a significantly larger proportion of 
formal higher qualifications than their proportional racial 
representation in the EAP. 

The Black African and Coloured groupings represent significantly 
less than their proportional representation seen in the EAP. Higher 
formal qualifications are not distributed according to EAP's racial 
percentages. A mismatch clearly exists between the EAP and 
formal qualifications higher than Grade 12. 

Such a mismatch presents a significant problem to designated 
employers who have to weigh the availability of people with the 
required formal educational qualifications with AA race targets. 
Government mandating racial representation in line with the EAP 
as an increasingly deciding variable under these conditions could 
bring forth a number of harmful consequences. 

Racial composition of different educational qualification 
categories

One potentially harmful consequence is that individuals without the 
necessary qualifications may be appointed solely in order to meet 
race targets. Another is that white people with relevant formal 
qualifications will become progressively underemployed. A loss of 
people with relevant skills is another possible outcome. 

All of these outcomes may create a situation where much-needed 
skills and expertise do not flow in the economy where they are 
required. This is highly damaging to business productivity and the 
delivery of public services, and on a wide enough scale could be 
detrimental to the economy as a whole.     
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Certificates, diplomas, higher diplomas and equivalent
Black

African  Coloured  Indian/Asian  White  Other  Total 
Grade 12 or equivalent 6 782 525 758 211 379 579 1 217 922 60 716 9 198 949

Certificates, diplomas, higher diplomas and equivalent 1 451 604 148 702 96 802 592 756 16 700 2 306 570

Bachelors degrees and post graduate diplomas 369 323 39 978 62 318 290 969 9 294 771 891

Honours degrees 121 789 12 847 19 592 118 380 2 946 275 551

Higher Degree Masters / PhD / Post Higher Diplomas 128 131 14 503 23 048 125 620 4 940 296 240

Total Grade 12 or equivalent and higher (excl. Other qual.) 8 853 372 974 241 581 339 2 345 647 94 596 12 849 201
Other qualifications 55 641 7 639 6 652 28 069 3 694 101 698

Racial representation at each level
Black

African 
Coloured  Indian/Asian  White  Other  Total 

Grade 12 or equivalent 73.7% 8.2% 4.1% 13.2% 0.7% 100.0%

Certificates, diplomas, higher diplomas and equivalent 62.9% 6.4% 4.2% 25.7% 0.7% 100.0%

Bachelors degrees and post graduate diplomas 47.8% 5.2% 8.1% 37.7% 1.2% 100.0%

Honours degrees 44.2% 4.7% 7.1% 43.0% 1.1% 100.0%

Higher Degree Masters / PhD / Post Higher Diplomas 43.3% 4.9% 7.8% 42.4% 1.7% 100.0%

EAP (2015 Q2) (weighted scores) 76.9% 10.2% 2.7% 10.2%
Total: Grade 12 or equivalent and higher (excl. Other qual.) 68.9% 7.6% 4.5% 18.3% 0.7% 100.0%



Figure 1: Racial distribution of higher qualifications

A person's level of educational achievement is an important 
variable typically considered highly relevant in personnel decisions. 
In South Africa, this attribute is not racially distributed according to 
the racial proportions of the EAP and a mismatch clearly exists 
between the EAP and the distribution of higher qualifications. 

Ignoring the underlying realities of the workforce and the 
distribution of educational qualifications in favour of increasingly 
coercive mathematical AA targets, is likely to compound 
inefficiencies and spur on damaging consequences. Of these, the 
likely increases in underemployment, inefficient service delivery, 
and the emigration of well-educated people are especially 
worrisome. 

Consequently, race can never be the sole criterion if proper 
personnel decisions are to be taken. Proper personnel decisions 
require that as many as possible of the underlying realities of the 
labour force be considered. The reality of the distribution of 
educational qualifications certainly qualifies for consideration in this 
regard.  

Conclusion
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Table 3: Highest qualifications reported: Age 15 to 64
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Highest qualifications reported in the 2011 Census
Black

African 
Coloured  Indian/Asian  White  Other  Total 

Grade 0  89 359 10 064 2 019 2 955 938 105 333

Grade 1 / Sub A  190 467 19 685 2 017 2 305 880 215 351

Grade 2 / Sub B  286 764 24 295 3 171 3 900 1 346 319 475

Grade 3 / Std 1/ABET 1Kha Ri Gude; SANLI  416 355 39 971 3 651 3 575 1 837 465 392

Grade 4 / Std 2  581 410 60 936 5 319 3 628 3 186 654 479

Grade 5 / Std 3/ABET 2  682 324 82 291 9 028 6 254 3 845 783 743

Grade 6 / Std 4  853 992 117 107 14 836 12 227 4 883 1 003 043

Grade 7 / Std 5/ ABET 3  1 382 690 216 348 21 829 23 232 9 162 1 653 264

Grade 8 / Std 6 / Form 1  2 120 671 334 137 54 009 108 360 13 569 2 630 745

Grade 9 / Std 7 / Form 2/ ABET 4  2 186 336 327 247 44 778 87 362 12 484 2 658 206

Grade 10 / Std 8 / Form 3  2 972 641 444 838 90 068 296 231 19 266 3 823 047

Grade 11 / Std 9 / Form 4  3 488 403 268 896 66 989 118 210 20 455 3 962 953

NTC I / N1/ NIC/ V Level 2  55 236 4 459 2 908 14 195 564 77 359

NTC II / N2/ NIC/ V Level 3  38 327 4 579 2 210 22 989 419 68 525

Total Grade 11 (and equivalent) and lower 15 344 975 1 954 853 322 832 705 423 92 834 18 420 915

NTC III /N3/ NIC/ V Level 4  52 144 6 699 3 012 38 234 624 100 713

Grade 12 / Std 10 / Form 5  6 730 381 751 512 376 567 1 179 688 60 092 9 098 236

Grade 12 and equivalent 6 782 525 758 211 379 579 1 217 922 60 716 9 198 949

N4 / NTC 4  48 070 5 061 2 010 26 581 415 82 137

N5 /NTC 5  41 387 3 856 1 907 15 641 370 63 164

N6 / NTC 6  64 645 5 524 2 426 29 396 534 102 525

Certificates with less than Grade 12 / Std 10  43 588 4 383 2 453 11 690 529 62 645

Certificates with Grade 12 / Std 10  365 873 35 167 20 716 86 804 3 194 511 755

Diplomas with less than Grade 12 / Std 10  51 239 5 179 3 658 18 418 736 79 230

Diplomas with Grade 12 / Std 10  469 826 47 162 31 726 173 056 4 892 726 663

Higher Diplomas 366 976 42 370 31 906 231 170 6 030 678 451

Certificates, diplomas, higher diplomas and equivalent 1 451 604 148 702 96 802 592 756 16 700 2 306 570

Bachelors Degrees 273 558 29 263 45 942 207 933 6 775 563 476

Bachelors Degrees and Post graduate Diplomas 95 765 10 715 16 376 83 036 2 519 208 415

Bachelors Degree and Post graduate Diplomas  369 323 39 978 62 318 290 969 9 294 771 891

Honours degrees 121 789 12 847 19 592 118 380 2 946 275 551

Higher Degree Masters / PhD  68 868 7 965 15 797 90 638 3 539 186 806

Post Higher Diploma Masters; Doctoral Diplomas  59 263 6 538 7 251 34 982 1 401 109 434

Masters or Doctoral degrees and post higher diplomas 128 131 14 503 23 048 125 620 4 940 296 240

Other (qualifications) 55 641 7 639 6 652 28 069 3 694 101 698

Total qualifications: Grade 12 and higher (Excl. Other) 8 853 372 974 241 581 339 2 345 647 94 596 12 849 201

Table 2

Certificates, diplomas, higher diplomas and equivalent
Black

African  Coloured  Indian/Asian  White  Other  Total 
Grade 12 or equivalent 6 782 525 758 211 379 579 1 217 922 60 716 9 198 949

Certificates, diplomas, higher diplomas and equivalent 1 451 604 148 702 96 802 592 756 16 700 2 306 570



9

5.   

Electricity production has fallen by 10% since the 2011 highs and is 
now at the same levels as it was at in 2003. Manufacturing output is 
the same in 2015 as it was in 2005, as is construction activity. Road 
and rail freight tonnage has stagnated since 2011 and is down 6% 
since 2014.

And worst of all, South Africa's official unemployment rate remains 
extremely high at 25,5%. The Solidarity-ETM Labour Market Index 
has been in a prolonged slump, having been above 50,0 for only 3 
out of 31 quarters since December 2007.

According to the World Bank, South Africa's inflation-adjusted 
dollar-denominated GDP per capita stagnated from 2008 to 2014. 
Over that period the same measure for Chile was up 17%, Malaysia 
18%, Columbia 19%, and Botswana and Mauritius 21%. 

The reason for South Africa's poor performance lies in an insidious 
encroachment of over-regulation and state control that manifests in 
a deterioration of economic freedom. Rather than unleashing the 
creativity of the private sector, the incumbent party, the ANC, sees 
the state entirely as its own domain and the levers of policy as tools 
in a grand social engineering agenda. This has left hugely important 
areas of the economy crippled, and as a result has damaged 
business and consumer confidence, deterred private sector 
investment, and seen to a renewed flight of skills from South Africa 
to abroad.

At the opening of the ANC NGC Conference on 9 October 2015, 
state president Jacob Zuma said things that can only be seen as a 
candid and chilling admission of his party's key objectives. Speaking 
of the Tripartite Alliance, Zuma said the following [own emphasis]:

“The South African Communist Party, SACP, is the vanguard party of 
the working class, with the objective of advancing a socialist 
revolution, to create socialism with a dictatorship of the proletariat. 

That's the objective of the South African Communist Party. Our [the 
ANC and its Alliance Partners] objectives are facing the same 
direction. That's why we are partners on the route.”
…
“COSATU is a progressive trade union federation whose core 
objective is to fight for and defend the rights of workers and to 
protect workers from the 

That is COSATU. That's its objective. That's what it must work 
for very hard to achieve, to make sure that the conditions of the 
workers at the factory floor are conducive. But we come together, 
these three [Tripartite Alliance], because there's something that is 
common to all of us…

That's what really is the objective, aimed at creating a 
communist society underpinned by a classless society. 

super exploitation of the capitalist 
class. 

By numerous key measures South Africa's economy is failing miserably. Inflation-adjusted 
GDP per capita has been falling since 2013 and has remained stagnant since 2007. This 
contrasts with the previous 8-year period from 1999–2007 in which per capita real GDP 
increased by 26%.

Zuma then looked ahead to a communist utopia:

He then asserted his party's claim on totalitarian rule:

And then the president took another swipe at the wealth-creators:

In just 10 minutes of his two hour address, the president displayed 
everything that is wrong with state policy: a totalitarian desire for 
complete state control of the economy and a wish to hamper 
wealth creators and business owners. This is a fundamentally 
antagonistic and regressive stance, not to mention economically 
perilous.

In this we can see no desire for liberty and letting free agents reach 
mutually beneficial solutions in the market place. Zuma went on to 
pledge that, rather than reducing the state's role in the economy 
after such abject failures as Eskom, SAA, and so on, his government 
would look to strengthen and broaden the state's role in the 
economy.

As long as this is the case, South Africa is guaranteed to experience 
more economic stagnation and decline in the years ahead.

If the South African state pursues a path to totalitarian socialism, 
South Africa's economy is doomed. Instead South Africa needs to 
follow the example of its successful peers and establish firm 
protection for property rights and let wealth-creators freely decide 
where and how to deploy capital and who to hire on mutually 
acceptable terms

“When we reach our destination of prosperity, the conditions of the 
workers will be fine.”

“…we should know that we are powerful. We have got powerful 
allies. We are in every corner of this country. We carry the future of 
this country, with powerful allies. There's nothing that must defeat 
us. There's nothing that can stop us, in reality.”
…

not in the foreseeable future, even towards the end. So the 
movement forward – how fast we reach the destination is in our 
hands, because opposition is not there.”

“Unemployment is a capitalistic phenomenon. You cannot have a 
situation [under capitalism] where there is everybody 
working…but we have worked on the laws to be also in favour of 
the working people…” 

“Opposition parties know they will never take power 
here; 

Deur , Hoof: Sentrum vir Billike Arbeidspraktyke  Dirk GroenewaldBy , Russell Lamberti Chief Strategist: ETM Analytics

ANC totalitarianism will ruin the economy and 
create mass unemployment
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South Africa needs to reform the key areas of economic freedom 
by establishing firm property rights, fiscal discipline, industrial 
deregulation, labour market freedom, monetary prudence, freer 
trade, and a more open stance to domestic and foreign investors. It 
is critical to limit the role of the state to merely that of a silent 
enabler of private enterprise.

If the South African state pursues a path to 
totalitarian socialism, South Africa's economy 

is doomed.



•  fell to 4,6% y/y in August from 5,0% y/y in July.
•  increased just 0,3% in the three months to July, 

and have remained roughly flat since February.
• The  as a percentage of GDP 

narrowed sharply to -3,1% in Q2 2015 from -4,7% in Q1.

SA retail sales got a reasonable lift toward the back end of 2014 and 
early 2015 as oil prices fell and inflation slowed. It seems like the best 
of that patch has passed. Retail sales have been flat since February 
2015 and the growth trajectory looks to be turning lower again, 
continuing a slow declining trend since 2011.

CPI inflation
Retail sales

current account deficit

Business cycle and growth
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6.   

Graph of the quarter

Key macroeconomic developments: Q3 2015

The SA vehicle market is under tremendous pressure as the 
support for big-ticket credit-financed consumer spending weakens. 
The post-2009 reflation of the car market bubble is unwinding 
rather painfully and is a bearish structural and cyclical signal. If past 
cycles are any guide, it is quite possible that SA will have a ±25 000 
unit per month car market in 2016/17. The signs are even more 
ominous if one uses the pre-2005 trend, which warns of an even 
larger downside correction in sales.

The SARB hiked interest rates in July in a move that seemed 
cognisant of the need to prevent excessive rand weakness and 
inflation risk. Credit ratings returned to focus after the unexpected 
withdrawal of Fitch from the South African market. This decision 
was followed by a ratings warning by Fitch, a credit rating 
downgrade of Brazil by S&P and warnings from credit rating 
agencies that fragile EMs with external imbalances, like Brazil and 
SA, are vulnerable to further ratings actions.

•  contracted 2,4% in the three months to 
August.

• fell from 51,4 in Q2 to 49,0 in Q3 2015, 
while the  fell from 49,2 to 47,9. 
Official  output expanded 1,4% in the 
three months to August but has remained roughly 
stagnant since 2012.

•  increased only 0,5% in the three months to 
August and has remained stagnant since 2009.

•  volumes fell 8,0% y/y in Q3 2015 while 
seasonally adjusted passenger car sales fell 0,7% q/q.

Electricity output

Barclays PMI 
Standard Bank PMI

manufacturing

Mining output

Total vehicle sales

Macroeconomic update 2015 Q4: Consumer sectors 
showing signs of vulnerability

By , Chief Strategist: ETM AnalyticsRussell Lamberti

“The post-2009 reflation of the car market bubble is unwinding 
rather painfully and is a bearish structural and cyclical signal.”

“Retail sales have been flat since 
February 2015 and the growth 
trajectory looks to be turning 
lower again, continuing a slow 
declining trend since 2011.”
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Inflation and currency

The rand fell to its weakest level on record on a trade-weighted basis in 
September. The SARB July rate hike, in the face of soft inflation and 
weak growth, suggests the bank is becoming more focused on the rand 
and capital outflow risks than the usual growth/inflation trade-offs. The 
SARB may finally be recognising that the risk to growth of not hiking 
might outweigh the risk to growth of hiking. 

The car market continued to haemorrhage in September. NAAMSA 
data showed passenger vehicle sales were down 4% since the start of 
the year and 8% off the 2014 average. We use car sales as a key 
consumer sector barometer and the looming trends are worrying to 
say the least. After the 2009 market correction, the SARB's easy money 
policy and a government fiscal debt binge helped the market almost all 
the way back to the 2006 bubble levels.

That now appears to be in the process of a sharp and painful correction 
back to and then likely below the long-term trends. If past cycles are any 
guide it is quite possible SA will have a ±25 000 unit/month car market 
in 2016/17. 

Many underpinnings of this consumer spending cycle are weakening. 
Bank credit to consumers has slowed, the state wage bill is slowing, 
general employment conditions are poor, the rand is weak, and the 
SARB may be forced to hike rates to buffer the currency. The decline in 
the BER consumer confidence index in Q2 was a shocker and we know 
that households do not readily take on big credit-financed items when 
confidence falls so sharply. Look out below.

The ETM rand fragility index edged slightly lower in Q2 2015 – but 
is still marked at much higher levels than prior to the 2008 rand crisis 
– and the rand is one of the most fragile amongst the major 
emerging market currencies. Twenty five or even 50bp more worth 
of hikes are unlikely to be enough to stem rand weakness and may 
even initially elicit further depreciation as the market bays for more.

Consumer health

Corporate and productive health

Corporate South Africa is not in good shape and it appears to be 
getting worse. Structurally companies are hamstrung by uncertain 
energy supply, hostile labour relations and growth-restrictive red tape. 

But cyclically, too, whatever relief may have been afforded by softer 
commodity prices on the input side has been offset by rand weakness. 
As a result non-state, non-financial sector pre-tax profit margins 
according to Stats SA remain around 7% with no sign of lift-off. 
Comparing margins to the currency is also revealing. During periods in 
which the rand weakens faster than the rate of profit, one expects 
corporations to find it difficult to source capital imports.

Cash flow is anecdotally very tight in corporate SA right now, but we 
can see evidence of this in strong corporate overdrafts as companies go 
to the banks cap in hand to finance dollar-denominated imports. 
Another bout of rand weakness and slowing demand would make 
operating conditions extremely tough moving into 2016. 

Recession risks have risen and 2016 is shaping into another sub-2% 
growth year.
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Would you like to receive future editions of the South African Labour Market Report? 
Send an email to Gerhard van Onselen (gerhardvo@solidarity.co.za) 

or phone him on 012 644 4300.
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ETM Analytics is an independent team of real-time market 
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South Africa, delivering financial market and business cycle 
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Killarney Block 5
Fourways Golf Park
Roos Street, Fourways
2055

ETM
Tel: 011 875 8556
Email: 

Physical address

russell@etmanalytics.com

 


